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Praise for Moral Leadership

“This collection of essays takes a fresh look at one of today’s most
urgent concerns: moral leadership in the public domain. The
book is important reading for anyone who believes that moral
leadership may still be possible, even during a time of ethical
degradation in many key social institutions.”

—William Damon, professor of education, Stanford University

“A stellar group of well-known thinkers. A topic of commanding
importance. Articles that make hard ideas fascinating and read-
able. What's not to like in this striking new collection of essays?
[t is hands-down the best anthology on practical ethics to appear
in many years.”

—Thomas Donaldson, Mark O. Winkelman Professor, the
Wharton School of the University of Pennsylvania

“The heavy hitters in business ethics are well represented in this
timely volume. Their message is of compelling interest to schol-
ars and business leaders alike.”

—Robert H. Frank, Henrietta Johnson Louis Professor of
Management and professor of economics, Cornell University
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This collection of books is devoted exclusively to new
and exemplary contributions to management thought
and practice. The books in this series are addressed to
thoughtful leaders, executives, and managers of all
organizations who are struggling with and committed
to responsible change. My hope and goal is to spark
new intellectual capital by sharing ideas positioned at
an angle to conventional thought—in short, to publish
books that disturb the present in the service of a
better future.
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Foreword

“The trouble with the world is that everyone has
his reasons.”

—Jean Renoir

Books of readings—compendia, collections, and anthologies, that
sort of undertaking—are notoriously difficult to pull off. Especially
those with original essays. To begin with, publishers don’t like them
because they, er, don’t sell. And mostly for good reasons: the typical
anthology includes a dizzying assortment of unrelated papers fas-
tened uneasily together by typographic artifices. We're all too famil-
iar with the usual pitfalls: papers of uneven quality; first drafts that
were never quite in shape and were gathering dust in some desk
drawer; and assemblages of articles that fit uneasily, like unmatched
socks. Most important, many such “readers” lack a clear and coher-
ent conceptual armature.

Deborah Rhode’s choices of authors and their seminal contri-
butions is a relief, a startlingly fresh exception to all of the usual
mishaps that beleaguer those intrepid souls who agree to undertake
such a thankless task. Rhode’s challenge is unusually daunting: to
create a framework that is useful, balanced, objective, and with a
carapace generous enough to address the key aspects of a topic as
forebodingly complex as “moral leadership.” This book—it’s not
bold or hyperbolic to say—will soon become required reading for
anyone who wants to understand the vexing issues that inhere in
this complicated topic.

xi



xii FOREWORD

As a veteran “foreword writer” who’s come in from the cold, I
long ago vowed that I would never write another one. The impor-
tance of this book made it an obligation. First of all, Rhode’s intro-
ductory essay is a masterpiece. With super lucidity she confronts the
issues and conundrums facing this nascent field of inquiry. If some
of the other essays didn’t measure up to her standard, I would stop
here and simply say as they do on menus, “that one alone is worth
the price of admission.” Well, Rhode’s is, but there are many others
and to mention one would imply that others weren’t of the same
quality; that’s not the case.

There are two reasons for my enthusiasm. First, all of the authors
know what they're talking about. They do not avoid complexity or
try to avoid the dangerous shoals of this regularly contested terrain.
Whether they dwell on the dispositional factors, as some do, or sit-
uational factors, which others do, or the systemic factors, as still
others do, their eyes are wide open and make legitimate their own
dubiety. Second, the values they express, indirectly or directly, com-
port with what our democratic institutions should be about: trans-
parency, freedom, parity, and moral awareness of its leaders. Not
only did I feel uplifted reading this book, I felt that it helped to dis-
perse the shadows where moral leadership restlessly resides. This
book should make it more difficult for leaders to hold on to the “rea-
sons” that trouble the world.

March 2006 Warren Bennis
WB Series Editor

Santa Monica, California
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INTRODUCTION:
WHERE IS THE LEADERSHIP
IN MORAL LEADERSHIP?

Deborah L. Rhode

Moral leadership has always been with us, but only recently has the
concept attracted systematic attention. Political philosophers dat-
ing from the early Greeks and theologians dating from the Middle
Ages occasionally discussed virtue in the context of leadership.!
However, not until the later half of the twentieth century did lead-
ership or business ethics emerge as distinct fields of study, and
attention to their overlap has been intermittent and incomplete.
In the United States, it took a succession of scandals to launch
moral leadership as an area of research in its own right. Price fix-
ing in the 1950s, defense contracting in the 1960s, Watergate and
securities fraud in the 1970s, savings and loans and political abuses
in the 1980s, and massive moral meltdowns in the corporate sec-
tor in the late 1990s and early 2000s underscored the need for
greater attention to ethics.

Moral leadership is now in a boom cycle. At last count, a Web
search revealed some forty-seven thousand sites. National leaders
have clamoured that “Something Must Be Done.”? Dutiful plati-
tudes have been uttered, and a thriving cottage industry has been
churning out courses, commissions, conferences, and consultants.

Parodies of all of the above also have been in ample supply. In
the post-Watergate era, cartoonist Gary Trudeau satirized hastily
assembled professional ethics courses as “trendy lip service to our
better selves.” The 1980s and 1990s debacles prompted publications
like Wall Street Ethics, which opened to nothing but blank pages.
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And Enron and its disciples have generated comparable comic
relief. The New York Times Magazine ran a mock job application for
a corporate ethics officer that included multiple-choice questions
such as the following:

Experience (check all that apply)
0 MFA in fiction writing

[J Accounting Department, Enron
[1 Congressman

Analogies

Please choose the best word or phrase to complete the analogy.
Shoplifting is to accident as accounting fraud is to

a. misunderstanding

b. rounding error

c. friendly disagreement

d. subject to interpretation

e. impossible

I believe that the truth is

[ objective
[ subjective
O for sale’

The New Yorker featured a similar spoof under the caption,
“Bush, Cheney Blister Shady Business Ethics.” In this account, the
president displayed his customary “can-do attitude” in solving the
“real problems facing American business,” such as theft of hotel
shampoo, soap, and sewing kits by corporate executives traveling at
company expense. To combat such abuses, the president reportedly
announced plans to form a “cabinet level department of Homeland
Personal Toiletries.”

Serious scholars have also expressed reservations about whether
there is any “there” in the moral leadership literature. In evaluating
the field of leadership studies during its early years, one of its most
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prominent experts, Warren Bennis, observed that “more has been
written and less is known” than on any other topic in the social sci-
ences.” While that may no longer be true about the discipline gen-
erally, the subdiscipline of moral leadership remains an academic
backwater. One recent survey of some eighteen hundred articles in
psychology, business, religion, philosophy, anthropology, sociology,
and political science found only a handful that addressed leadership
ethics in any depth.® Few of those articles, or the books recently
released on this topic, are informed by relevant research outside
their field. Publications written by and for managers have typically
been at best superficial and at worst misleading, littered with vacu-
ous platitudes and self-serving anecdotes. Many of the all-purpose
prescriptions marketed in the popular press are at odds with the lim-
ited scholarship that is available.

Given the centrality of ethics to the practice of leadership, it is
striking how little systematic research has focused on key ques-
tions.” How do leaders form, sustain, and transmit moral commit-
ments? Under what conditions are those processes most effective?
What is the impact of ethics officers, codes, training programs, and
similar initiatives? How do norms and practices vary across context
and culture? What can we do at the individual, organizational, and
societal levels to foster moral leadership?

To assist inquiry along these lines, this Introduction surveys the
state of moral leadership literature. It aims to identify what we
know, and what we only think we know, about the role of ethics in
key decision-making positions. The focus is primarily on leadership
in business contexts, because that is where most work has been
done and where the need in practice appears greatest. However, the
overview that follows also draws on research from related fields and
offers insights applicable to other organizational contexts. Part One
explores definitions of moral leadership, and Part Two chronicles
the increasing recognition of its importance. Part Three analyzes
the circumstances under which “ethics pays,” and Part Four exam-
ines the individual and contextual factors that influence ethical
conduct. Part Five identifies strategies of moral leadership, and Part
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Six concludes with proposals to promote it. This overview offers a
sense of what is missing in both the theory and practice of moral
leadership and what is necessary to fill the gaps.

Moral Leadership Defined

A central difficulty plaguing analysis of leadership in general, and
moral leadership in particular, is the lack of consensus on what
exactly it means. A related problem is the failure even to recognize
that such definitional incoherence is a problem. One comprehen-
sive review of twentieth-century publications on leadership found
that two-thirds did not even bother to define the term.® The diffi-
culties are compounded when, as is usually the case, qualifications
like “moral,” “ethical,” or “value-driven” are also left undefined.’

One reason that much of the literature simply bypasses defini-
tional issues may be that authors assume some long-established
common core of meaning. “To lead” comes from the Old English
word leden or loedan, which meant “to make go,” “to guide,” or “to
show the way,” and the Latin word ducere, which meant “to draw,
drag, pull, guide, or conduct.”'® Although popular usage sometimes
conflates leadership with status, power, or position, scholars gen-
erally draw distinctions among them. Leadership requires a rela-
tionship, not simply a title; leaders must be able to inspire, not
simply compel or direct their followers.

M«

Most leadership literature also assumes a commonsense under-
standing of key value-laden terms. Ethics is generally traced to the
Greek words ethikos, which means pertaining to custom, and ethos,
which refers to character. Morality comes from the Latin word
mores, which refers to character, or custom and habit. Philosophers
often use ethics when discussing the study of morality and morality
when discussing general principles of right and wrong. However, in
both popular usage and work on leadership, the terms are largely
interchangeable, and that convention will be followed here. To be
“moral” or “ethical,” as commonly understood, is to display a com-
mitment to right action. That generally includes not only compli-
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ance with law but also with generally accepted principles involving
honesty, fair dealing, social responsibility, and so forth.

Yet while there may be substantial consensus about the core
meanings of moral leadership at the abstract level, there is far less
agreement about what they mean in practice. Dispute centers
around several key issues. What constitutes effective leadership?
Does all leadership, or all effective leadership, have an ethical
content! How should the moral dimensions of leadership be de-
fined and assessed? To what extent are there shared understandings
of ethically responsible behavior in contexts where values are in
conflict?

Ethics and Effectiveness

Innumerable models have come and gone, and each generation
rediscovers and recasts many of the same concepts.!' Some frame-
works stress the traits of leaders, others the relationship with fol-
lowers. The past quarter-century has witnessed the rise, fall, and
occasional resurrection of transactional leadership, transforma-
tional leadership, charismatic leadership, authentic leadership,
autocratic leadership, steward leadership, servant leadership, col-
laborative leadership, laissez-faire leadership, and value leadership.
What is striking about this literature is how little has traditionally
focused on ethics. The gaps are apparent in the field’s most en-
cyclopedic overview, Bass and Stogdill’s Handbook on Leadership;
this 1990 handbook on leadership runs over nine hundred pages,
but only five have indexed references to ethics. None of the book’s
thirty-seven chapters centers on moral issues.'?

Although more recent overviews find somewhat greater atten-
tion to ethics, there is surprisingly little systematic analysis of a key
issue: whether all leadership has a moral dimension. To borrow
Machiavelli’s classic formulation, can one be a “good” leader in
terms of effectiveness without being a “good” leader in terms of
morality? The limited leadership commentary that focuses on this
question stakes out a range of views.
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The first is that leadership is inescapably “value-laden”: “all lead-
ership, whether good or bad, is moral leadership at the descriptive if
not the normative level.”" In the most relevant empirical study to
date, about half of surveyed business executives agreed that ethically
neutral leadership was impossible.!* Yet while virtually no commen-
tators dispute the fact that ethical views shape the means and ends
of leaders, this is not the sense in which “moral” leadership is com-
monly understood. In conventional usage, moral conveys “morally
justified.” And a purely descriptive account leaves the interesting
definitional question unanswered: can leadership be successful with-
out being moral in a more demanding, prescriptive sense?

On this issue, commentators divide. An increasingly common
position, encountered in both scholarly and popular literature, is
that the essence of effective leadership is ethical leadership. The
first prominent theorist to take this view was historian James
McGregor Burns. In his 1978 account, Leadership, Burns distin-
guished between transactional and transformational leadership.
The first involves an exchange relationship between leaders and
followers, who cooperate on the basis of self-interest in pursuit of
mutual gains. By contrast, in transformational leadership, leaders
and followers “raise one another to higher levels of motivation and
morality,” beyond “everyday wants and needs.” They aspire to reach
more “principled levels of judgment” in pursuit of end values such
as liberty, justice, and self-fulfillment."® Similarly, John Gardner, in
The Moral Aspect of Leadership, argued that leaders should “serve the
basic needs of their constituents,” defend “fundamental moral prin-
ciples,” seek the “fulfillment of human possibilities,” and improve
the communities of which they are a part.!® To Gardner, like other
contemporary commentators, men such as Hitler and Stalin can be
considered rulers but not leaders.'?

Many scholars see this definition as too limiting. Some argue
that effective leadership requires morality in means, although not
necessarily in ends. Underlying this distinction is the assump-
tion that widely shared principles are available for judging pro-
cess but no comparable consensus exists for judging objectives.



WHERE IS THE LEADERSHIP IN MORAL LEADERSHIP? 7

According to this view, leadership cannot be coercive or authori-
tarian, but it can seek ends that most people would regard as morally
unjustified.'®

Yet this distinction is inconsistent with conventional under-
standings and not particularly helpful for most purposes. As Bennis
notes, “People in top positions [can often be] doing the wrong thing
well.”" “Like it or not,” others point out, Hitler, Stalin, and Saddam
Hussein were animated by a moral vision and were extremely effec-
tive in inspiring others in its pursuit.?’ In her recent account, Bad
Leadership, Barbara Kellerman similarly suggests that it is unproduc-
tive to exclude from definitions of leadership those whose means or
ends are abhorrent but nonetheless effective, and therefore instruc-
tive. As she puts it, “How can we stop what we don’t study?”*!

Values-Based Leadership

A similar point could be made about controversies over the ethical
dimensions of “values-based” leadership. Although the label is rel-
atively recent, the concept is longstanding.?” In essence, as Philip
Selznick’s classic 1957 study put it, leaders must be “experts in the
‘protection of values.””?? Contemporary commentators on manage-
ment generally agree and emphasize the need to build a shared mis-
sion that extends beyond financial achievement.?* For example,
Thomas Peters and Robert Waterman'’s study of high-performing
businesses concludes that the primary role of top executives is to
“manage the values of the organization.””> Successful leadership
requires infusing employees’ “day to day behavior with long-run
meaning” and inspiring commitment to a “grand vision” about
quality, service, and excellence.?® Yet most of the values literature
skirts the central questions. How are values determined and trans-
mitted? Under what circumstances are those processes effective? To
what extent do the values have an explicitly ethical content?

In its early original formulation, the concept of values-based lead-
ership had crucial moral dimensions. However, as it has been popu-
larized and adapted to the management context, those dimensions
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have often been eclipsed by more pragmatic concerns. One repre-
sentative survey of corporate value statements found that about
three-quarters mentioned ethics or integrity, but generally accom-
panied by other missions such as customer satisfaction, account-
ability, profitability, innovation, and teamwork.?” And much of the
discussion of “excellence” in values commentary carries little moral
content. What is left is leadership ethics without the ethics. In a
sense, the trend resembles what has sometimes happened with the
concept of leadership more generally as it has acquired increasing
corporate cachet. The result is epitomized by the billboard for a
southern California restaurant: “Seafood Leadership: Anthony’s
Fish Grotto.”?

Moreover, even commentators who see an ethical dimension to
values leadership often discuss it in only the most perfunctory and
platitudinous terms. Publications aimed at managerial audiences fre-
quently just list a few key qualities that have “stood the test of time,”
such as integrity, honesty, fairness, compassion, and respect, without
acknowledging any complexity or potential conflict in their exer-
cise.?? Other commentators simply add “moral” as an all-purpose
adjective in the mix of desirable characteristics: leaders should have
“moral imagination,” *
course, a “moral compass.”® Homespun homilies abound:

moral courage,” “moral excellence,” and, of

¢ “Lead with your heart.”

® “Be true to core values.”

e Recognize that “moral judgment is not a luxury.”
® “Value integrity.”

¢ Create a “climate of goodness.”

¢ “Be an evangelist selling the mission of honorable ethical
conduct.”

e “Trust yourself and others will trust you too.”

¢ Show “commitment to integrity, which beyond doing every-
thing right, means doing the right thing well.”*!
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Trade press publications sometimes attempt to spruce up the
sermonizing with catchy historical allusions: If Aristotle Ran General
Motors and Leadership Secrets from Attila the Hun.?? Or they include
words to live by from great philosophers, Chinese proverbs, and
favorite fortune cookies.” It is hard to imagine that anyone finds
much of actual use in these truisms. Part of the problem is that few
of the publications marketed to leaders make any concessions to
complexity. Only rarely does a note of realism creep in, typically by
way of acknowledgment that reconciling priorities may be difficult
or that most people, including leaders, act from mixed motives, not
all of them disinterested.** But rarer still are any real insights about
how to strike the appropriate balance among competing concerns.
When examples are given, they generally appear as stylized, often
self-serving morality plays in which virtue is its own reward and dis-
honesty does not pay.*® The party line is that violating “timeless
values” is always wrong, “pure and simple.”® In this uncomplicated
leadership landscape, the “right thing for business and the right
thing ethically have become one in the same.”’

Would that it were true. But the leadership literature by and for
leaders is generally not much interested in evidence, only anec-
dotes. In the conventional narrative, when abuses occur, the prob-
lem is one of “flawed integrity and flawed character”; top managers
are sending the wrong moral messages and failing to align practice
with principle.*® Although the underlying assumption is that lead-
ers’ personal values are critical in shaping subordinates’ conduct,
this literature offers no systematic evidence about how values are
conveyed and interpreted or what makes the process effective.?
The research we do have paints a much more complicated portrait
than the mainstream commentary conveys.

The discussion that follows focuses on this process of moral
leadership, using the term in its colloquial sense of exercising influ-
ence in ways that are ethical in means and ends. In essence, the
point is that however definitional issues are resolved, effective lead-
ership requires a moral dimension too often missing or marginal in
American business and professional organizations.
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The Historical Backdrop and
Current Need for Moral Leadership

Although the need for moral leadership is longstanding, only in the
past half-century has that need given rise to formal ethics initia-
tives.** And despite a recent flurry of efforts, fundamental chal-
lenges remain.

The Emergence of Ethics Initiatives

A few corporations began adopting internal codes of conduct early
in the twentieth century, but it was not until a sequence of scandals,
starting in the 1960s, that interest in business ethics and corporate
social responsibility gained significant attention. By the mid-1980s,
repeated exposés of fraud and corruption among American defense
contractors led to the creation of the Defense Industry Initiative; its
participants established ethical compliance programs that eventu-
ally became models for other corporate sectors.*! During the 1970s
and 1980s, the need for such programs became increasingly appar-
ent, given recurrent waves of securities fraud, insider trading, inter-
national bribery, antitrust violations, environmental hazards, unsafe
products, and related abuses. One representative survey of Amer-
ica’s largest corporations in the early 1990s found that two-thirds
had been involved in illegal activities over the preceding decade.*

In 1991, the U.S. Sentencing Commission responded to such
patterns by substantially increasing fines for organizational crimes, but
permitting reduced penalties if the defendant had adopted “effective
programs for preventing and detecting” wrongful behavior.*® This ini-
tiative, together with the enormous legal expenses and reputational
damage that often accompanied criminal and civil liability proceed-
ings, intensified pressure for reforms. By the turn of the twenty-first
century, about 75 to 80 percent of surveyed companies and 90 per-
cent of large corporations had ethical codes, up from 15 percent in
the late 1960s. About half of all businesses provided formal ethics
training.** A third also had ethics officers, and the percentage in-
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creased to over half among Fortune 500 companies after another
spate of Wall Street scandals in the early twenty-first century.®

Corporate Social Responsibility

A parallel and partly overlapping development has involved corpo-
rate social responsibility. The term had its origins in a 1953 book by
Bowen, Social Responsibilities of the Businessman, and over the next
several decades, it came to encompass a broad range of initiatives.*
According to the global organization Business for Social Responsi-
bility, the concept involves “operating a business enterprise in a man-
ner that consistently meets or exceeds the ethical, legal, commercial
and public expectations society has of business.”*” By this definition,
corporate social responsibility encompasses multiple strategies con-
cerning governance, philanthropy, product safety, health and labor
standards, the environment, and related issues. A wide variety of
nongovernmental organizations has emerged to monitor organiza-
tional performance along these dimensions and to provide standards
for socially concerned investors. A recent Web search revealed over
thirty thousand sites for corporate social responsibility.*®

By the end of the twentieth century, in the United States alone,
close to 150 mutual funds, with almost $100 billion in assets,
invested only in “socially responsible” companies. Several times
that number of funds used some “social screens” and either avoided
companies that marketed certain products (such as tobacco or
firearms) or favored businesses that met specified standards on mat-
ters of ethical concern. Altogether an estimated $1.1 trillion of the
$13 trillion in funds under professional management in the United
States reflect some consideration of corporate social responsibility.*

Business Ethics: Competing
Perspectives on the Problem

Although compliance with legal and ethical obligations can be
viewed as one aspect of corporate social responsibility, business lead-
ers generally distinguish between them and place more emphasis on
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compliance. In one poll, senior executives at American-based multi-
national companies were asked to evaluate their organization on a
variety of dimensions. Over 90 percent rated their corporations’
“business ethics” as excellent or good. About half gave similar rat-
ings to social or environmental impact.>

Whether disinterested observers would give the same high
rankings to business ethics is open to doubt. Empirical evidence is
mixed. In a Gallup poll on public confidence in some twenty major
institutions taken around the same time as the executive survey,
Americans rated “big business” second to last. Only about a fifth
expressed high levels of confidence, which placed large corporations
lower than Congress and organized labor.’! In other recent polls,
close to half of Americans said they had “not much trust” or “no
trust” in large U.S. companies, and almost three-quarters believed
that wrongdoing was widespread.’> Only 10 percent thought that
current rules designed to promote responsible and ethical corporate
behavior were working “pretty well”; almost half thought they
needed “major changes” or a “complete overhaul.”>

Public perceptions of business leaders are similar, although
many employees seem to view their own company’s CEO as an
exception. In one national 2002 survey, only a quarter of Ameri-
cans viewed top executives as honest.”* In another 2004 poll, when
asked, “How much of the time do you think you can trust the exec-
utives in charge of major companies in this country to do what is
right?” only 1 percent said “always,” and only a fifth said “most of
the time”; about a quarter said “almost never.”®® When it comes to
their own organization’s leaders, assessments are more favorable, but
not uniformly positive. About 90 percent of those responding to a
large 2003 Ethics Resource Center survey felt that their organiza-
tion’s leader set a good example of ethical behavior; 85 percent said
that honesty was practiced frequently and that employees were held
accountable for ethics in their workplace.’® By contrast, in another
2004 survey of some fifteen hundred workers, almost half said that
their company’s leaders did not lead by example.’’
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These assessments are, of course, highly subjective and may
often be skewed by highly salient but atypical events, as well as
other well-documented response biases. Many workers have little
reliable information about top executives’ day-to-day conduct, and
those who feel loyal to their organization are likely to view its lead-
ership in the most favorable light.>® Efforts to provide more objec-
tive evidence of corporate ethics have been plagued by multiple
methodological difficulties. Corporations have been understandably
wary of granting access to information that would reveal wrong-
doing, and employee reports of others’ misconduct yield widely
varying results. In one survey at the turn of the twenty-first century,
three-quarters of workers had observed violations of the law or com-
pany standards during the previous year.”® By contrast, an Ethics
Resource Center study from around the same time found that only
a third of employees had observed misconduct. When that study
was repeated in 2003, the percentage had dropped to 22 percent.
Only 10 percent reported pressure to engage in unethical activity.*
Yet even that survey, which offered the most positive findings of
recent studies, found some grounds for concern. Almost half (44
percent) of employees who observed misconduct did not report it,
largely out of concerns that a report would do no good or not
remain confidential, or that they would suffer retaliation and be
viewed unfavorably by coworkers.®!

Other empirical research also suggests too wide a gap between
professed commitments to ethical integrity and actual workplace
practices. For example, one recent survey of executive members of
the American Management Association found that about a third
believed that their company’s public statements on ethics some-
times conflicted with internal messages and realities. Over a third
indicated that although their company would follow the law, it

1.2 In an-

would not always do what would be perceived as ethica
other study involving responses to hypothetical fact situations based
on Securities and Exchange Commission cases, almost half of top

executives expressed a willingness to make fraudulent financial
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statements under at least some circumstances.®® The consequences
of such attitudes are not just hypothetical. Business and professional
leaders’ involvement in recent corporate misconduct contributed
to losses in shareholder value estimated as high as $7 trillion.%*

Societal Interests and the Limits of Regulation

Shareholders’ economic interests are only part of society’s enormous
stake in the moral leadership of business and professional organiza-
tions. These organizations shape the quality of our lives across mul-
tiple dimensions, including health, safety, jobs, savings, consumer
products, and the environment. As leading economic and legal the-
orists have long noted, neither market forces nor regulatory strate-
gies are a full substitute for ethical commitments that leaders can
help institutionalize in organizational cultures. Amartya Sen and
Kenneth Arrow have both underscored the dependence of markets
on shared moral expectations and behaviors.®> Economic institu-
tions depend on mutual confidence in the honesty and fair dealing
of multiple parties. Yet market forces provide inadequate protection
against free riders: those who seek to benefit from general norms of
integrity without observing them personally. Market processes also
provide insufficient correctives for information barriers and social
externalities. If, for example, consumers lack cost-effective ways to
assess the quality of goods, services, and investment opportunities,
sellers may lack adequate incentives to meet socially desirable stan-
dards. So too, the public often bears unwanted external costs from
transactions that parties find advantageous. Environmental hazards
are the most obvious example: the past quarter-century provides
ample accounts of the enormous health, safety, and aesthetic costs
of socially irresponsible organizational behavior.

Legal regulation is a necessary but not sufficient response. Leg-
islatures and government agencies often have inadequate informa-
tion or political leverage to impose socially optimal standards.
Industry organizations frequently exercise more influence over reg-
ulatory processes than unorganized or uninformed stakeholders do.
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Opversight agencies may also be uninformed or understaffed, or cap-
tured by special interests.®® Enforcement may be too costly or pen-
alty levels that are politically acceptable may be too low to achieve
deterrence.®” Where regulation falls short, the health and financial
consequences can be irreversible. The problem is particularly acute
in countries that lack the economic or governmental strength to
constrain powerful global corporations. And the inability of these
nations to impose appropriate health, safety, labor, and environ-
mental standards affects many outside their borders. In an increas-
ingly global market, it is difficult for countries that have socially
desirable safeguards to compete with countries that do not. It is also
impossible for nations that accept the costs of such requirements to
escape the environmental degradation caused by others that are
unwilling or unable to do the same.

In this world of imperfectly functioning markets and regulatory
processes, the public interest in self-restraint by socially responsible
corporate leaders is obvious. What is less obvious is the extent to
which corporations’ own interests point in similar directions and
what can be done to insure a closer alignment.

Doing Good and Doing Well:
When Does Ethics Pay?

“Ethics pays” is the mantra of most moral leadership literature, par-
ticularly the publications written by and for managers. If Aristotle
Ran General Motors offers a representative sample of reassuring
homilies: a “climate of goodness will always pay,” “you can’t put a
simple price on trust,” and “unethical conduct is self-defeating or
even self-destructive over the long run.”®® A dispassionate review
of global business practices might suggest that Aristotle would need
to be running more than GM for this all to be true. But no matter;
in most of this commentary, a few spectacularly expensive examples
of moral myopia will do: companies that make “billion-dollar errors
in judgment” by marketing unsafe products, fiddling with the num-
bers in securities filings, or failing to report or discipline rogue
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employees.”’ The moral of the story is always that if “values are lost,
everything is lost.””°

Even more hard-headed leadership advice is often tempered
with lip-service to the cost-effectiveness of integrity and reminders
that profits are not an end in themselves. “The top companies make
meaning, not just money,” Peters and Waterman assure us.’! Jack
Welch, a CEO best known for his pursuit of profits, not ethics, sim-
ilarly insists that “numbers aren’t the vision, numbers are the prod-
uct.” Although they cannot be disregarded, they should not achieve
“such priority that [leaders] fail to deliver on the things that matter
to the company in the long run—its culture . . . its values.”’? In fact,
that is useful advice, and had he followed it, his record might have
been less mixed.” But when and whether ethics pays is much more
complicated than moral leadership commentary generally suggests.

Corporate Social Responsibility,
Ethical Conduct, and Financial Performance

A wide range of studies have attempted to address the “value” of
values. The most systematic research seeks to assess the corre-
lation between corporate social responsibility and financial per-
formance. Such efforts have been complicated by the absence of
any consistent, standardized measures of social responsibility. The
concept encompasses a wide range of conduct, and there are no
widely shared methodologies for comparing businesses’ records on
many dimensions such as diversity, community relations, philan-
thropy, and environmental stewardship.”* Moreover, correlations
do not establish causation, and any documented relationships
between financial and social performance may run in either or
both directions. In some cases, profitability may drive benevolence:
companies that are doing well have more resources to invest in
doing good. Alternatively, attention to moral values may improve
financial performance by improving relations with various stake-
holders: employees, customers, suppliers, and community mem-
bers. These factors also may be interrelated and mediated by other
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variables. Social performance could be both a cause and conse-
quence of financial performance, but the strength of either relation-
ship could be significantly affected by additional industry-specific
factors.”

Despite these methodological complications, the overall direc-
tion of research findings is instructive. Some studies have compared
the social performance of companies with high and low financial
returns.’® Other surveys have looked for relationships between
social and financial performance among all Standard and Poor 500
companies.’’ Although results vary, few studies find a purely nega-
tive correlation. In one overview of ninety-five surveys, only four
found a negative relationship, fifty-five found a positive relation-
ship, twenty-two found no relationship, and eighteen found a
mixed relationship.’®

A similar pattern emerges from qualitative and quantitative
research that addresses the impact of specific ethical behaviors on
financial results or on measures likely to affect such results, such as
employee relations and public reputation. The vast majority of
these studies find significant positive relationships. For example,
companies with stated commitments to ethical behavior have a
higher mean financial performance than companies lacking such
commitments.” Employees who view their organization as sup-
porting fair and ethical conduct and its leadership as caring about
ethical issues observe less unethical behavior and perform better
along a range of dimensions; they are more willing to share infor-
mation and knowledge and “go the extra mile” in meeting job
requirements.®*® Employees also show more concern for the cus-
tomer when employers show more concern for them, and workers
who feel justly treated respond in kind; they are less likely to engage
in petty dishonesty such as pilfering, fudging on hours and expenses,
or misusing business opportunities.®! The financial payoffs are obvi-
ous: employee satisfaction improves customer satisfaction and
retention; enhances workplace trust, cooperation, and innovation;
and saves substantial costs resulting from misconduct and surveil-
lance designed to prevent it.%?
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Such findings are consistent with well-documented principles
of individual behavior and group dynamics. People care deeply
about “organizational justice” and perform better when they believe
that their workplace is treating them with dignity and respect and
ensuring basic rights and equitable reward structures.®* Workers also
respond to cues from peers and leaders. Virtue begets virtue, and
observing moral behavior by others promotes similar conduct.34
Employers reap the rewards in higher morale, recruitment, and
retention.®> A number of studies have also found that employee loy-
alty and morale are significantly higher in businesses that are
involved in their communities and that corporate giving levels cor-

relate positively with public image and financial performance.

Ethical Reputation and Financial Value

A reputation for ethical conduct by leaders and organizations also
has financial value. Most obvious, it can attract customers, employ-
ees, and investors and can build good relationships with govern-
ment regulators.®” Survey data from the United States and abroad
also reveal that most individuals believe that companies should do
more than simply make a profit, create jobs, and obey the law. In
one international poll, two-thirds agreed that businesses should set
high ethical standards and contribute to broader social goals; a
quarter reported rewarding or punishing a company for its social
performance.® Representative surveys of American consumers find
that between one-third and two-thirds say that they seriously con-
sider corporate citizenship when making purchases, and a quarter
recall boycotting a product because of disapproval of the company’s
actions.¥

The reputational penalty from engaging in criminal or unethi-
cal conduct can be substantial and can dramatically affect market
share and stock value.”® According to some research, most of the
decline in shareholder value following allegations or proof of illegal
behavior reflects damage to reputation, not prospective fines or lia-
bility damages.”! A substantial body of research also suggests that
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the goodwill accumulated by doing good can buffer a company dur-
ing periods of difficulty resulting from scandals, product or envi-
ronmental hazards, or downsizing.”?

A celebrated case in point is Johnson & Johnson’s decision to
recall Tylenol after an incident of product tampering. It was a
socially responsible decision that was highly risky in financial terms;
pulling the capsules cost more than $100 million, and many experts
at the time believed that it would doom one of the company’s most
profitable products. But Johnson & Johnson’s reputation for integ-
rity, reinforced by the recall decision, maintained public confidence,
and the product bounced back with new safety features and no
long-term damage.”> Examples of unhappy endings also abound. A
notorious example of a public relations disaster that could have
been averted was Royal Dutch Shell’s decision to sink an obsolete
oil rig with potentially radioactive residues in the North Sea despite
strong environmental protests. The adverse publicity and consumer
boycotts took a huge financial toll.”

When Ethics Doesn’'t Pay: The Case for Values

Such examples are not uncommon. Business ethics textbooks offer
countless variations on the same theme. But the reasons that the
examples are so abundant also point out the problems with “ethics
pays” as an all-purpose prescription for leadership dilemmas. As Har-
vard professor Lynn Sharp Paine puts it, a more accurate guide would
be “ethics counts.” Whether doing good results in doing well de-
pends on the institutional and social context. The “financial case for
values,” Paine notes, is strongest when certain conditions are met:

® Legal and regulatory systems are effective in enforcing ethical
norms.

¢ [ndividuals have choices in employment, investment, and
consumption and are well informed concerning those choices.

¢ The public expects organizations to operate within an ethical
framework.”
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Berkeley professor David Vogel adds that virtue generally makes
economic sense on corporate social responsibility issues only when
the costs are relatively modest.”” In short, when “ethics pays,” it is
generally because the public wants it to and because leaders in busi-
ness, government, and the professions have designed effective in-
centive and compliance systems.

[t is, however, naive and misleading to suggest that these sys-
tems are always in place.”® It is also self-defeating. To make the case
for “values” turn solely on instrumental considerations is to rein-
force patterns of reasoning that undermine ethical commitments.
We respect moral conduct most when it occurs despite, not because
of, self-interest. Moreover, to view corporate charitable contri-
butions as requiring a financial payoff can distort philanthropic
priorities. This attitude is what leads some business leaders to use
corporate giving as a form of social currency that buys them status
or perks like seats on prestigious nonprofit boards and preferential
treatment at splashy charitable events.”” The demand for “value
added” from corporate donations has also led certain companies
with poor reputations to spend more on advertising their good
deeds than on the donations themselves.!®

Ultimately what defines moral behavior is a commitment to do
right whether or not it is personally beneficial. What defines moral
leadership is adherence to fundamental principles even when they
carry a cost. Our challenge as a society is to find ways of minimizing
these costs and reinforcing such leadership. That, in turn, will
require a clearer understanding of the dynamics of moral conduct.

Individual and Contextual
Dimensions of Moral Conduct

By definition, moral leadership involves ethical conduct on the part
of leaders, as well as the capacity to inspire such conduct in follow-
ers. Any adequate account of the foundations of moral leadership
accordingly requires an account of the influences on moral behav-
ior. This is a subject of considerable complexity, and one on which
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the leadership literature is especially unsatisfying. Recent work in
psychology generally suggests that moral conduct is a function of
the interplay of individual personality and social influences. How-
ever, moral leadership commentators seldom draw from research on
these reciprocal influences in any integrated and systematic way.
Some scholars simply borrow from one body of work, such as cog-
nitive development, cognitive bias, or organizational psychology.
Others ignore these disciplines altogether or eclectically invoke a
few selected theorists.

The following discussion offers a more comprehensive over-
view. Although a full exploration of the topic is beyond the scope
of this survey, it is possible to identify the major individual and con-
textual dimensions of ethical leadership.

Moral Character and Moral Decision Making

Moral and religious philosophers since Aristotle have generally
assumed the existence of fixed character traits that are largely
responsible for ethical and unethical behavior.'® Much of the
widely read work on moral leadership shares that assumption. A
recurrent theme is that “character is the defining feature of authen-
tic leadership” and that most recent problems are a “function of
flawed integrity and flawed character.”'®? The perception that per-
sonality traits are consistent, deeply rooted, and responsible for eth-
ical conduct reinforces our sense of predictability and control. It is
also consistent with a widely documented cognitive bias that psy-
chologists label the “fundamental attribution error”: our tendency
to overvalue the importance of individual character and undervalue
the role of situational factors in shaping behavior.!®® Yet social sci-
ence research makes clear that many such assumptions about per-
sonality traits are a “figment of our aspirations.”'* As discussion
below indicates, moral conduct is highly situational and heavily
influenced by peer pressures and reward structures.'®

Although the importance of personal qualities should not be
overstated, neither should their role be overlooked. Individuals vary
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in their approach toward ethical issues in ways that matter for
understanding leadership. In his influential analysis of moral de-
velopment, psychologist James Rest identified four “components of
ethical decision making”:

e Moral awareness: recognition that a situation raises ethical
issues

® Moral reasoning: determining what course of action is ethi-
cally sound

¢ Moral intent: identifying which values should take priority
in the decision

¢ Moral behaviors: acting on ethical decisions'®

Moral Awareness and Ethical Culture

Moral awareness, the first element, reflects both personal and situ-
ational factors. One involves the moral intensity of the issue at
stake. Intensity is, in turn, affected by both social consensus about
the ethical status of the acts in question and the social proximity of
their consequences.!®” When issues arise in workplace contexts, it
is the degree of consensus in these settings that has the greatest
influence on moral awareness.!®® Organizations that place over-
whelming priority on bottom-line concerns encourage individuals
to “put their moral values on hold.”'® Such workplace cultures may
help account for the large numbers of surveyed managers and pro-
fessionals who claim never to have faced a moral conflict.!!°

A second influence on moral awareness involves the “feeling of
nearness (social, cultural, psychological, or physical)” that the deci-
sion maker has for victims or beneficiaries of the act in question.!!!
Individuals’ capacity for empathy and their sense of human or group
solidarity positively affect ethical sensitivity, which encourages
altruistic action and receptiveness to principles of justice, equality,
and fairness.'!'? Conversely, peoples’ capacity to distance, devalue,
or dehumanize victims leads to moral disengagement and denial of
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moral responsibility.!!® These capabilities are themselves influenced
by childhood socialization, religious and political commitments,
direct exposure to injustice, and educational approaches that build
awareness of others’ needs.!'

A wide array of quantitative and qualitative research also
demonstrates the effect of workplace cultures on ethical sensitivity.
Two widely reported case studies are Sunbeam under the leadership
of “Chainsaw” Al Dunlop and Enron under the direction of Ken-
neth Lay, Andrew Fastow, and Jeffrey Skilling. Dunlop was notori-
ous for moral myopia in defining the company’s vision and moral
callousness in carrying it out. In his view, the notion of ethical re-
sponsibility to stakeholders such as employees, customers, suppliers,
or local community residents was “total rubbish. It’s the sharehold-
ers who own the company.”!"® Consistent with that view, Dunlop
subjected subordinates to abusive working conditions, punishing
schedules, and unrealistically demanding performance expectations;
“either they hit the numbers or another person would be found to do
it for them.”!'® This bottom-line mentality did not ultimately serve
the bottom line. Sunbeam ended up in bankruptcy, and Dunlop
ended up settling a civil lawsuit by paying a $500,000 fine and agree-
ing never to serve again as an officer or director of a major corpora-
tion.!!” So too, Enron’s plummet from the nation’s seventh largest
corporation to a bankrupt shell has been partly attributed to its re-
lentless focus on “profits at all costs.”!'® The message conveyed by
corporate leaders was that accounting and ethics rules were niceties
made to be stretched, circumvented, and suspended when neces-
sary.'!'? Those who advanced were those able to “stay focused” on
corporate objectives “unburdened by moral anxiety.”!%°

Moral Reasoning, Situational
Incentives, and Cognitive Biases

Rest’s second key element in moral leadership is moral reasoning.
Individuals vary in their analysis of moral issues, although here
again, context plays an important role. The most widely accepted



24 MORAL LEADERSHIP

theory of moral reasoning, developed by Harvard psychologist
Lawrence Kohlberg and adapted by many others, posits three pri-
mary stages. At the preconventional stage, people analyze right and
wrong in terms of rewards and punishment, and attempt to further
their own self-interests. At the conventional stage, people focus on
what is socially acceptable and seek to avoid disapproval, dishonor,
and guilt. At the postconventional stage, people base judgments on
abstract principles that reflect universal concerns and focus on
maintaining their self-respect.!?!

Most evidence suggests that individuals have a relatively poor
grasp of their own reasoning processes and use different, typically
lower, levels of reasoning in business contexts than in other aspects
of their lives.'?? As one manager put it in Robert Jackell’s famous
case study, Moral Mages, “What's right in the corporation is not
what is right in a man’s home or his church.”'?* Abundant evidence
indicates that this view is pervasive, that organizational reward
structures affect the judgments of leaders, and that their decisions
have a corresponding impact on subordinates.

One powerful influence involves compensation. In a culture
where money buys not just goods and services but also power and
status, economic rewards can skew decision-making processes in
predictable ways. For top managers, stock options are an increas-
ingly important factor. They account for about 60 percent of the
pay of chief executives at the largest corporations and can give rise
to large fortunes.'?* This incentive structure may encourage leaders
to seek short-term increases in stock prices even when that involves
cutting ethical corners and damaging the corporation’s performance
over the long term.!?5

So too, the moral judgments of both leaders and followers can
be adversely affected by growing inequalities in compensation. The
salary ratio between CEOs and the average worker is now about five
hundred to one, and nonsalary perks for top executives have also
mushroomed.'?® A textbook case of the corrosive impact of this
reward system involves L. Dennis Kozlowski, Tyco’s former CEQO,
who has been convicted for fraud and misappropriation. Under his
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leadership, corporate funds financed expensive art, a six thousand
dollar shower curtain, and a fifteen thousand dollar umbrella stand
for the company apartment in which he resided, as well as half the
cost of his wife’s $2 million birthday party. In defending his con-
duct, Kozlowski maintained ignorance about the cost of at least
some of the items; he apparently gave a blank check to consultants.
He also stated, “People think that I'm a greedy guy; that I was over-
compensated. . . . But while I did earn enormous sums of money . . .
[ worked my butt off and it was all based on my performance in
Tyco’s long established pay-for-performance culture.”'?’ Profession-
als who pad expenses or inflate their hours to meet unrealistic quo-
tas offer similar rationalizations: their work is really worth more
than the time they actually spent, or everyone else does it, and
expects it, under long-established hourly billing structures.!?®

The adverse effects of these incentive structures are readily
apparent. The rationalizations that support petty dishonesty in bill-
ing or profligate use of corporate resources can readily spill over to
other issues.!?” Such abuses also encourage subordinates to respond
in kind. A wide range of research indicates that employees’ percep-
tions of unfairness in reward systems, as well as leaders’ apparent
lack of commitment to ethical standards, increase the likelihood of
unethical behavior by subordinates.!*® People often reason in terms
of retributive justice and rationalize their own misconduct as a jus-
tifiable response to organizational norms.

Other forms of self-interest can similarly skew ethical decision
making. Psychologists have documented a variety of cognitive
biases that contribute to moral myopia. Those who obtain leader-
ship positions often have a high confidence in their own capacities
and judgment.®! That can readily lead to arrogance, overoptimism,
and an escalation of commitment to choices that turn out to be
wrong either factually or morally.'*? As a result, individuals may
ignore or suppress dissent, overestimate their ability to rectify ad-
verse consequences, and cover up mistakes by denying, withhold-
ing, or sometimes destroying information.'**> A related bias involves
cognitive dissonance; individuals tend to suppress or reconstrue
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information that casts doubt on a prior belief or action.** Such
biases may lead individuals to discount or devalue evidence of the
harms of their conduct or the extent of their own responsibility.

In-group biases similarly can result in unconscious discrimina-
tion or in ostracism of inconvenient and unwelcome views. Those
dynamics in turn generate perceptions of unfairness and encourage
team loyalty at the expense of moral candor and socially responsi-
ble decision making.'*’

Moral Intent, Moral Conduct,
and Situational Pressures

Yet individuals’ moral reasoning processes, however affected by
these cognitive biases, are only part of what explains moral con-
duct. Indeed, most research finds only a modest correlation between
ethical reasoning and behavior. It is not enough for people to
make a sound moral judgment. They must also have “moral in-
tent”—the motivation to give priority to moral values—as well as
the ability to follow through and act on that intent.!*” Moral moti-
vations are in part a reflection of the centrality of moral concerns
to individuals’ identity and self-esteem.*® Much depends on how
they weigh these concerns in relation to other needs for power, sta-
tus, money, peer approval, and so forth. So too, what psychologists
label “ego strength” will help determine whether individuals are
able to put their moral values into action. Factors include the per-
son’s ability to work around impediments, cope with frustration,
and remain focused on moral objectives.!?’

A variety of situational pressures can affect that ability. Some of
the best documented involve time and authority. A famous exam-
ple of the influence of time constraints grows out an experiment by
Princeton psychologist John Darley. It found that seminary students
en route from a lecture on the Good Samaritan were unlikely to
behave like one if they were late for another obligation; most passed
by a moaning man in seeming need of medical care rather than stop
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and provide assistance.!* Stanley Milgram’s classic obedience-to-
authority experiment offers an even more chilling example of how
readily the good go bad if pressures are substantial. When asked to
administer electric shocks to another participant in the experiment,
about two-thirds of subjects fully complied, up to levels marked
“dangerous,” despite the victim’s screams of pain.'#! Yet when the
experiment was described to subjects, none believed that they
would comply, and estimates of compliance by others were no more
than one in a hundred.!*? Variations of the study also documented
the importance of peer influence. When the subject was paired with
someone who refused to comply, 90 percent followed suit; when
that person uncomplainingly complied, 90 percent of the subjects

did so as well.'¥?

Moral Behavior: Diffusion of Responsibility,
Socialization, and Peer Pressure!

Studies on behavior in group settings similarly underscore the mal-
leability of moral conduct. This research typically finds that indi-
viduals are more likely to engage in unethical conduct when acting
with others. Three dynamics often work to “protect people from
their own conscience”: diffusion of responsibility, socialization to
expedient norms, and peer pressure.!*

The dilution and displacement of responsibility in group set-
tings emerge clearly in studies involving bystander intervention;
people are less likely to aid someone in distress when others fail to
do s0.'% This same diffusion of responsibility is apparent in corpo-
rate settings. A well-known example involves the failure of top
Salomon Brothers officials to report or take prompt corrective ac-
tion against a trader who submitted false auction bids to evade Trea-
sury Department purchase limits. Four top executives knew of the
misconduct and failed to act for several months: the CEO, the pres-
ident, the general counsel, and the vice chairman, who was the
trader’s supervisor. According to findings by the Securities and
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Exchange Commission, each of these officials “placed responsibil-
ity for investigating [and curbing the trader’s] conduct . . . on some-
one else.”16 The result was a major financial crisis when the threat
of a public investigation ultimately forced disclosure. The firm’s
share price plummeted, many clients withdrew their business, and
a government lawsuit imposed almost $300 million in fines and
penalties. No one who had evaded responsibility lived happily ever
after. Both the president and the CEO were forced to resign.'4’

A similar displacement of responsibility may help account for
the passivity of many corporate boards during periods of massive
misconduct. In the cases noted earlier involving Al Dunlop, Dennis
Kozlowski, and Andrew Fastow, directors approved grossly exces-
sive compensation and failed to heed warning signals of financial
and ethical difficulties. Indeed, Enron’s board even twice suspended
conflict-of-interest rules to allow Fastow to profit at the corpora-
tion’s expense.'*® Part of the problem, as a former Enron prosecutor
notes, is that directors generally lack individual accountability for
collective decision making; their reputations rarely suffer and insur-
ance typically insulates them from personal liability.4’

A famous simulation by Wharton professor Scott Armstrong
illustrates the pathologies that too often play out in real life. The
experiment asked fifty-seven groups of executives and business stu-
dents to assume the role of an imaginary pharmaceutical company’s
board of directors. Each group received a fact pattern indicating that
one of their company’s most profitable drugs was causing an estimated
fourteen to twenty-two “unnecessary” deaths a year and would likely
be banned by regulators in the company’s home country. The drug
accounted for some 12 percent of the company’s sales and a larger
percentage of its profits. A competitor offered an alternative medica-
tion with the same benefits at the same price but without the serious
side effects. More than 80 percent of the boards decided to continue
marketing the product both domestically and overseas and to take
legal and political action to prevent a ban. Some of the remaining 20
percent that would not fight the prohibition would continue mar-
keting until it went into effect. None of the boards decided to recall
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the drug. By contrast, when a different group of individuals with
similar business backgrounds was asked for their personal views on
the same hypothetical situation, 97 percent believed that continu-
ing to market the product was socially irresponsible.!>

Other group dynamics apart from diffusion of responsibility also
help explain the gaps between personal principles and practices.
Socialization and peer pressure play important roles in signaling
what ethical norms are appropriate and in penalizing those who fail
to comply. Under circumstances where bending the rules has pay-
offs for the group, at least in the short term, members may feel sub-
stantial pressure to put their moral convictions on hold. That is
especially likely when organizations place heavy emphasis on loy-
alty and offer substantial rewards to “team players.”"! Strategies of
disengagement such as euphemistic labeling, reattribution of blame,
and denigration of victims then enable individuals to deny prob-
lematic aspects of their collective conduct.!>

The cognitive biases described previously also conspire in this
process. For example, once individuals yield to group pressure when
the moral cost seems small, the commitment bias and the desire to
reduce cognitive dissonance may kick in and entrap them in more
serious misconduct. The result is what is known as “the boiled frog”
problem: a frog thrown into boiling water will jump out of the pot;
a frog placed in tepid water that gradually becomes hotter and hot-
ter will calmly boil to death.!>?

In “The Inner Ring,” C. S. Lewis describes the process by which
peoples’ need to belong to a favored circle undermines moral com-
mitments:

Just at the moment when you are most anxious not to appear crude,
or naif, or a prig—the hint will come. It will be the hint of some-
thing which is not quite in accordance with the rules of fair play:
something which the public, the ignorant, romantic public would
never understand . . . but something, says your new friend, which
“we”—and at the word “we” you try not to blush for mere pleasure—

something “we always do.” And you will be drawn in, if you are
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drawn in, not by desire for gain or ease, but simply because at that
moment you cannot bear to be thrust back again into the cold outer
world. . . . And then, if you are drawn in, next week it will be some-
thing a little further from the rules, and next year something further
still. . . . It may end in a crash, a scandal, and penal servitude; it may

end in millions [and ] a peerage. . . . But you will be a scoundrel.>*

Organizational Structure,
Climate, and Reward Systems

Other characteristics of organizations can be similarly corrosive and
add a further dimension to the personal frameworks that theorists
like Rest propose. One such characteristic involves the fragmenta-
tion of information. The size and structure of bureaucratic institu-
tions and the complexity of the issues involved may work against
informed ethical judgments. In many of the recent scandals, as well
as earlier financial, health, safety, and environmental disasters, a
large number of the upper-level participants were not well in-
formed.">® Lawyers, accountants, financial analysts, board members,
and even officers often lacked knowledge about matters raising both
moral and legal concerns. In some instances, the reason may have
been willful blindness: keeping one’s eyes demurely averted is a
handy skill, particularly when the alternative might be civil or
criminal liability. In other cases, the problem has had more to do
with organizational structures and practices. Work has been allo-
cated in ways that prevented key players from seeing the full pic-
ture, and channels for expressing concerns have been inadequate.
Shooting the messenger was the standard response to unwelcome
tidings in cases like Enron, and ultimately, it was not just the mes-
senger who paid the price.!®

Additional aspects of the organizational culture play a critical
role. As earlier discussion indicated, a key factor is ethical climate:
the moral meanings that employees place on workplace policies and
practices.’”” Organizations signal their priorities in multiple ways:
the content and enforcement of ethical standards; the criteria for
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hiring, promotion, and compensation; the fairness and respect with
which they treat employees; and the social responsibility they dem-
onstrate toward other stakeholders. Some of the messages are blatant
and the consequences readily foreseeable. For example, in the 1990s,
Sears Roebuck leadership changed the company’s compensation
structure for auto service personnel. In effect, these employees
received a lower straight salary supplemented by a commission on
services sold or amount of labor performed. Under the new structure,
mechanics had to do 60 percent more work to earn an amount equal
to their previous hourly wage. Reports of massive fraud and un-
necessary repairs quickly began to surface. Yet despite mounting
evidence, Sears Roebuck’s leadership adopted a public posture rem-
iniscent of the scene in Casablanca where the gambling casino owner
professes to be “shocked, shocked” that illegal conduct was occurring
at his establishment. The company did not implement the necessary
reforms until after officials filed misconduct charges in over forty
states, defrauded consumers brought eighteen class action lawsuits,
and jokes appeared on national television. David Letterman’s “Top
Ten” repair jobs recommended by the Sears automotive department
included “grease the ashtrays” and “add a redwood deck.”!>8

In other cases, the reward structure has been less blatantly dis-
torted, but the relative importance attached to money and morals
has been nonetheless clear. One surveyed company that invested
significant resources in its “world-class” ethics/compliance program
had leaders who failed to take it seriously. As a disillusioned senior
manager noted, at their monthly two-hour meetings with the chief
operating officer, “we spend 5 minutes on compliance and 115 min-
utes on profitability. So, you tell me—what matters here?’!>°

In the moral meltdowns recently on display, a range of factors
contributed to the unethical climates. However, the scandals gen-
erally shared one fundamental characteristic: the elevation of deci-
sion makers’ short-term interests over moral values. In this respect,
Enron was a “perfect storm.”'®° The corporation’s hypercompeti-
tive, profits-at-any-cost culture and reward structure had a pre-
dictably pathological impact on ethical commitments. Under the
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company’s “rank and yank” evaluation system, employees who rated
the lowest in financial performance were publicly demoted, passed
over, or let go.'! Board directors who signed off on huge compen-
sation packages for top managers were rewarded in kind. They all
received highly generous option-based payments for service. Some
who headed allied businesses got lucrative contracts with Enron;
others who worked for nonprofit institutions got six-figure char-
itable donations.'®> Many of the “independent” professionals—
lawyers, auditors, and financial analysts—who blessed ethically
problematic transactions were part of organizations with similarly
skewed incentives. The leadership of Enron’s outside law and
accounting firms generally placed such a high priority on maintain-
ing lucrative client business that they could not avoid complicity in
client misconduct.'®® Precisely how much complicity is unclear and
likely to remain so, given the massive destruction of potential evi-
dence and the protections of confidentiality for many key decisions.
But what is abundantly clear about Enron and other major scandals
is that many participants in leadership roles failed to exercise appro-
priate moral oversight and create a climate that would encourage it.

Yet these were not, for the most part, individuals who appeared
demonstrably immoral. Rather, they were caught in corrosive cul-
tures and seemed indifferent or insensitive to the ethical conse-
quences of their activities. The problem was a less acute variation
of the “banality of evil” that Hannah Arendt described among
the Third Reich. In observing Adolph Eichmann at his trial in
Jerusalem, she was “struck by a manifest shallowness . . . that made
it impossible to trace the incontestable evil of his deeds to any
deeper level of roots or motives. . . . There was no sign in him of
firm ideological convictions or of specific evil motives and the only
notable characteristic one could detect in his past behavior was . . .
thoughtlessness.” Indeed, “except for an extraordinary diligence in
looking out for his personal advancement, he had no motives at
all.”’%* Designing correctives for such ethical indifference is one of
the central leadership challenges of our era. Addressing that chal-
lenge will require strategies on two levels. We need to enable those
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in positions of power to exercise moral leadership more effectively.
And we need to increase the willingness of leaders to make moral
leadership a priority.

Strategies of Moral Leadership

What is ultimately most disturbing about the literature marketed
directly to leaders is the superficiality of ethical guidance. The con-
nection between theory and practice is weakest at the very point
where the need for integration is greatest. A broad range of research
on organizational culture and regulatory compliance is available,
but it seldom informs the most widely circulated work on leader-
ship. Rather, the dominant approach in the popular press is to com-
bine platitudes with profiles. It couples vague exhortations to
righteousness with snapshots of exemplary workplace cultures,
often, coincidently, featuring, the authors’ own companies.'®® The
difficulty with these anecdotal case histories, apart from their se-
lective and patently self-serving descriptions, is that the analysis
seldom proceeds in any depth. Never does it offer any systematic
empirical evidence of the company’s ethical climate. And many of
the lauded corporate citizens fall from grace within embarrassingly
short intervals.'®® It is particularly grating to read of the exceptional
corporate citizenship of companies like Enron, which was lauded for
its philanthropy and progressive environmental policies, or Wal-
Mart, which ranked third in “social responsibility” in a widely cited
2000 survey.'®7 Sam Walton’s much touted commitment to make
every Wal-Mart store a “pillar of the local community” seems espe-
cially ironic in the light of recent evidence of the company’s wide-
spread violations of labor and antidiscrimination laws.!6®

What we need instead are more solidly grounded strategic
analyses, packaged in forms accessible to those in leadership posi-
tions. At a minimum, such analyses should address the role of eth-
ical codes and compliance programs, the importance of integrating
ethical concerns and stakeholder responsibilities into all organiza-
tional functions, and the necessity for visible moral commitment at
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the top. That commitment must include adherence not only to legal
requirements, but also to widely accepted principles of social respon-
sibility. In contexts where there is no consensus about ethically
appropriate conduct, leaders should strive for a decision-making
process that is transparent and responsive to competing stakeholder
interests.

Ethical Codes and Compliance Programs

The vast majority of large organizations have ethical codes and
compliance programs. In principle, their rationale is clear. Codes of
conduct can clarify rules and expectations, establish consistent
standards, and project a responsible public image. If widely accepted
and enforced, codified rules can also reinforce ethical commit-
ments, deter ethical misconduct, promote trust, reduce the organi-
zation’s risks of liability, and prevent free riders (those who benefit
from others’ adherence to moral norms without observing them
personally).!®

In practice, however, the value of codes is subject to debate.
Skeptics often fault current documents as either too vague or too
specific. Some seem never to “get past the stage of endorsing moth-
erhood”; they are framed too broadly to be useful in resolving day-
to-day dilemmas.!”® Others seem too detailed and “legalistic”; they
are overly long and insufficiently flexible to cope with variations
across cultures and contexts.!”! According to Robert Haas, Levi
Strauss’s experience was that “rules beget rules. . . . We became
buried in paperwork, and any time we faced a unique ethical issue
another rule or regulation was born.” And because eliminating all
gaps and ambiguities was impossible, the approach proved counter-
productive. As Haas explained, “Our compliance-based program
sent a disturbing message to our people—We don't respect your intel-
ligence or trust you!” . . . [This] approach didn’t keep managers or
employees from exercising poor judgment and making questionable
decisions.”'”? Other research on compliance programs bears this out.
Programs that focus only on punishing deviations from explicit rules
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are less effective in promoting ethical behavior than approaches
that stress values by encouraging self-governance and commitment
to ethical aspirations.!” Poor outcomes are particularly likely where
employees feel that the programs’ primary concern is protecting top
management from blame or liability and where they have had little
involvement in shaping the content of conduct standards.!7*

A related issue involves enforcement. In many organizations,
ethical codes and compliance structures are viewed primarily as
window dressing—public relations gestures or formalities needed to
satisfy the federal sentencing guidelines.!” As noted earlier, these
guidelines reduce organizations’ criminal liability for misconduct if
they have ethics programs meeting prescribed standards. However,
empirical studies find no correlation between these programs and a
reduction in illegal conduct.'” Many scandal-ridden companies
have had programs that appeared on paper to comply with these
standards. “Good optics” was how one manager discussed Enron’s
ethical code, and shortly after the company’s collapse, copies of the
document were selling on eBay, advertised as “never been read.”'?”

Some organizations attempt to address the problem by requir-
ing employees to certify their compliance with codified rules. How-
ever, the effectiveness of such requirements is open to question. In
one study, none of the middle managers surveyed were aware of
their company’s code, even though all of them had signed it as a
condition of employment.! In another large-scale survey, whether
employees were familiar with the corporation’s code or had referred
to it frequently was not significantly related to the incidence of un-
ethical conduct.!™ So, too, studies that have looked at the correla-
tion between ethical codes and ethical behavior have reached
mixed results and are frequently plagued with methodological diffi-
culties. Many surveys rely only on self-reports, and the most sys-
tematic research often finds no significant relationship between
codes and conduct.'® In interpreting such findings, experts gener-
ally agree that much depends on the organization’s overall ethical
climate and the extent to which ethical standards are enforced and
integrated into its daily functions.!8!
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Recognition of this fact has prompted recent amendments to
federal sentencing guidelines. In order to reduce culpability for crim-
inal conduct, organizations must have ethical compliance structures
that satisfy more rigorous requirements. These requirements track
many of the recommendations commonly offered by experts in the
field. For example, under the amended guidelines, organizations
must not only exercise due diligence to detect criminal conduct,
they must also “promote an organizational culture that encourages
ethical conduct and a commitment to compliance with the law.” To
that end, they must provide “appropriate incentives” as well as dis-
ciplinary sanctions. The organization’s governing authority, typically
the board of directors, must be “knowledgeable” and must “exercise
reasonable oversight” concerning the ethics program. “High-level
personnel” must have “overall responsibility” for the program’s ef-
fectiveness. Opportunities must be available for employees to seek
ethics guidance and provide confidential or anonymous reports of
misconduct. Upper-level personnel must have ethics training and
make periodic evaluations of the compliance program.!8?

How many organizations will attempt to comply with these
requirements, how they will be interpreted in practice, and how
much effect they will have on ethical conduct remains to be seen.
But at the very least, the guidelines identify minimum character-
istics of an appropriate ethics program. An increasing array of re-
search is also available that can guide program design and suggest
best practice standards. One key finding is that employees should
have opportunities for involvement in the development of codes,
training, and evaluation structures. This approach is inconsistent
with many companies’ strategy of having outside consultants sup-
ply a standardized ethics program. Such prepackaged approaches do
not adequately respond to organizations’ distinctive cultures and
needs, and frequently are interpreted as efforts by management sim-
ply to protect itself from liability.!®* In contexts like investment
banking, where existing company rules have proven inadequate,
development of an industrywide code and related enforcement and
educational initiatives could be a useful catalyst for reform.!34
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Most organizations also need to do a far better job of providing
adequate power, status, and resources for compliance officers and of
evaluating the performance of their ethics programs. How often are
ethical issues raised? How well does the organization follow up
on reports of misconduct? How effectively does it protect whistle-
blowers from retaliation? How do employees perceive the program?
Do they feel able to deliver bad news or make confidential reports
without reprisals? These are all key factors in predicting ethical con-
duct, and too few organizations have made serious attempts to assess
them.!'®> More systematic strategies of program evaluation are nec-
essary, such as surveys of employees and stakeholders, exit inter-
views, focus groups, and independent audits.'%

Establishing an effective ethics and compliance structure is a
demanding task. The common practice of offloading responsibility
to an outside consultant or underfunded midlevel manager is a
setup for failure. Efforts to institutionalize ethics can succeed only
if they are integral to the workplace culture and taken seriously by
those at leadership levels.

Integrating Ethics

A true commitment to moral leadership requires the integration of
ethical concerns into all organizational activities. In business and
professional contexts, that means factoring moral considerations
into day-to-day functions, including planning, resource allocation,
hiring, promotion, compensation, performance evaluations, audit-
ing, communications, public relations, and philanthropy.'®” Respon-
sibilities to stakeholders need to figure in strategic decision making
at more than a rhetorical level. To that end, assessments of organi-
zational performance need to reflect values in addition to profits.

In designing such assessments, it is often helpful to benchmark,
or to evaluate the organization’s performance in the light of indus-
trywide best practice standards. In essence, benchmarking requires
identifying other organizations that have achieved the desired eth-
ical objectives, analyzing the processes that led to such success, and
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adapting those processes to the organization’s own culture.'® The
Ethics Resource Center has also devised questionnaires and related
materials that can help employers assess their ethical cultures and
compare their results.'®® Large international companies can mea-
sure their corporate social responsibility against standards such as
the Caux Roundtable Principles for Business or the Principles of the
United Nations Global Compact.!*

Assessments of organizational culture should focus not just on
compliance with legal and ethical rules but also on organizational jus-
tice. As noted earlier, employees’ ethical conduct, job performance,
and loyalty to the organization partly depend on their perceptions of
the fairness of its treatment of workers and other stakeholders.!"!
Those perceptions are, in turn, influenced by whether reward struc-
tures seem equitable, whether performance standards seem reason-
able and impartially applied, and whether employees feel respected
and valued.

A wide array of social science research confirms what common
sense suggests: that rewards and punishments for unethical conduct
affect its frequency.!? Yet obvious though this seems, many leaders
appear oblivious to how it plays out in practice; neither the formal
nor informal reward structures of many organizations pay serious
attention to the ethics of upper-level personnel or of the units that
they supervise. Performance evaluations that focus only on short-
term, bottom-line outcomes are particularly likely to skew moral
decision making.!”® Most of the scandals discussed earlier were
partly attributable to reward structures that encouraged pushing the
ethical edge and failed to sanction conduct on the fringes of fraud.

Compensation structures are the most visible measure of an
organization’s values, and executive pay would be a good place for
reform efforts to start. A substantial body of empirical research indi-
cates that current compensation systems are frequently not well tai-
lored to reward merit, even if merit is narrowly defined in terms of
an organization’s short-term financial performance.!” Nor are these
systems generally perceived as fair. Almost 90 percent of Americans
believe that CEOs are paid more than they deserve and that they
are becoming rich at the expense of ordinary workers.!”> Excessive
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disparities between the salaries of top company officers and the
average worker adversely affect the organization’s ethical climate
and employees’ conduct.!%

The Ethical Commitment of Leaders

One consistent finding of research on organizational culture is the
significance of leaders’ own ethical commitments.'” That commit-
ment is critical in several respects. First, leaders set a moral tone and

198 Employees take cues

a moral example by their own behavior.
about appropriate behavior from those in supervisory positions.
Whether workers believe that leaders care about principles as much
as profits significantly affects the frequency of ethical conduct.!”
Consistency between words and actions is particularly important in
conveying a moral message.’® Day-to-day decisions that mesh
poorly with professed values send a powerful signal. No corporate
mission statement or ceremonial platitudes can counter the impact
of seeing leaders withhold crucial information, play favorites with
promotion, stifle dissent, implement corrosive reward structures, or
pursue their own self-interest at the organization’s expense. Hypoc-
risy may be the bow that vice pays to virtue, but it is a singularly
unsuccessful leadership strategy.

One obvious but often overlooked opportunity for moral lead-
ership is for those in top positions to keep their own compensation
within reasonable bounds. Particularly when the organization is
downsizing or undergoing financial difficulties, leaders need to share
at least some of the hardships of the troops. Given the pay levels
commonly prevailing in executive suites, those hardships are
unlikely to be substantial. It is ludicrous to hear messages about eth-
ical responsibility from a CEO whose pay is a thousand times that
of the average worker, who wants her personal yacht shipped across
the country at company expense, or who sends a corporate jet to
pick up a pair of shoes for his wife.?’!

At a less obvious level, leaders face a host of issues where the
moral course of action is by no means self-evident. Values may be
in conflict, facts may be contested or incomplete, and realistic
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options may be limited. Yet while there may be no unarguably right
answers, some will be more right than others: that is, more informed
by available evidence, more consistent with widely accepted prin-
ciples, and more responsive to all the interests at issue. A defining
feature of moral leadership is a willingness to ask uncomfortable
questions: Not just, “Is it legal?” but, “Is it fair?” “Is it honest?” “Does
it advance societal interests or pose unreasonable risks?” “How
would it feel to defend the decision on the evening news?’?%?

Not only do leaders need to ask those questions of themselves,
they also need to invite unwelcome answers from others. To counter
the self-serving biases and organizational pressures noted earlier,
individuals in positions of power should actively solicit diverse per-
spectives and dissenting views. That will require more protection
for whistle-blowers and more channels for disagreement over ethi-
cal issues. Studies of whistle-blowing consistently find that those
who seek to expose legal or ethical violations typically encounter
harassment, ostracism, and retaliation; some become permanent
pariahs in their fields.”*> The costs do not appear significantly lower
for those who report the misconduct to supervisors rather than to
external agencies or the media.”®* And all too often, disclosures go
largely unheeded or produce no lasting change. In commenting on
the odds of vindication, one whistle-blower wryly predicted, “If you
have God, the law, the press, and the facts on your side, you have a
50-50 chance of [victory].”?®> Fear of reprisals, along with lack of
confidence that reports would be productive, are the major reasons
that employees give for not disclosing abuses or airing ethical con-
cerns.?®® Many doubt that anonymous or confidential disclosures
would remain so or that paper protections against job retaliation
would prove effective.2%?

Those who are seriously committed to moral leadership need to
create more safe spaces for both reports of misconduct and moral
disagreements generally. The problem in too many organizations, as
one expert puts it, is “not only does no one want to listen but no
one wants to talk about not listening.”?®® It is of course true that
some dissenters are unbalanced or vindictive employees who air
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unmerited claims or self-serving grievances. But creating adequate
internal channels even for these reports is the best way to prevent
the far greater costs of external whistle-blowing. And even those
whose motives are tainted may have valid concerns. A widely pub-
licized case in point is the disgruntled Texaco employee who leaked
tapes of racist slurs and plans for document destruction in order to
protect his own job during restructuring.”?®* Whatever the costs of
coping with unjustified internal dissent, the price of suppression is
likely to be greater. Candid dialogue on ethical issues is essential for
informed decision making. Every leader’s internal moral compass
needs to be checked against external reference points. Recognizing
ways in which they might be wrong is crucial in determining what
is likely to be right.

Promoting Moral Leadership

A final set of strategies should focus on promoting moral leadership.
As a society, we need to do more to reward and reinforce exemplary
leaders. And as educators, we need to make moral leadership a more
central curricular and research priority.

Societal Strategies

A wide range of public policy initiatives is necessary to build com-
mitment to and capacity for moral leadership. Among the most
promising directions of reform are those that involve increasing
information about performance, strengthening rewards and sanc-
tions, and enhancing capacities for monitoring those incentive
structures.

One set of strategies should seek to increase the information
available both to leaders of organizations and to the government
regulators and stakeholder constituencies that can hold those leaders
accountable. Recent federal legislation, such as the Sarbanes-Oxley
Act, exemplifies that approach.?!? It includes new requirements for
publicly traded companies that will make evidence of illegal conduct
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more likely to reach top management and boards of directors. For
example, the act provides additional procedures and protections for
internal whistle-blowing. It also obligates lawyers to report evidence
of material legal violations to either a qualified legal compliance
committee or the organization’s chief legal officer or executive. If no
appropriate and timely response is forthcoming from the counsel or
CEQ, the report must go to the organization’s governing board.?!!

Systematic research will be necessary to assess how effective these
requirements prove in practice and whether all of the provisions jus-
tify the costs of compliance. However, it is already clear that further
initiatives will be necessary for organizations and conduct that are not
covered by the legislation. One approach is for government agencies,
industry associations, and public interest organizations to establish
more voluntary codes or best practice standards, along with more
ways of encouraging and monitoring compliance. Many recent social
responsibility issues have substantially improved corporate perfor-
mance, particularly on matters involving health, safety, labor, diver-
sity, and the environment.’!? Additional progress along these lines is
possible by expanding incentives for participation. For example, more
government regulators could follow the practice of some agencies and
offer participating companies reductions in inspections and penalties
for minor violations, as well as certification for meeting quality stan-
dards.?!3 More rankings and ratings on various measures of corporate
social responsibility by nongovernmental organizations could also be
effective, especially if accompanied by greater publicity on the best
and worst performers.?'*

Governments and industry organizations could also do more to
increase information by expanding reporting requirements. One
central obstacle to monitoring corporate legal compliance and
social responsibility is the lack of standardized public data. Manda-
tory reporting on these measures could assist stakeholders and pub-
lic interest organizations in assessing organizational performance
and in enabling leaders to benchmark their own progress.?’> Gov-
ernments and stock exchanges could also improve the quality of
information provided by requiring more independent auditing.?!¢
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Expanded safeguards for whistle-blowing, both internally and
externally, could be equally useful. The current patchwork of fed-
eral and state law leaves far too many workers unprotected from
retaliation.’!” At a minimum, we need comprehensive legislation
that makes it an unfair labor practice to discharge an employee who
reports to management or governmental agencies conduct reason-
ably believed to be illegal, against specific public policy, or incon-
sistent with employer ethical rules.?!® In the absence of statutory
protections, more courts could interpret contract and employment
law to prevent retaliation against justifiable whistle-blowing. States
that have such safeguards have not experienced undue difficulty
with frivolous claims, in part because powerful informal as well as
formal sanctions are available for abuse. In addition to legal pro-
tections, whistle-blowers need greater public support; more re-
sources should be available to organizations that provide publicity,
advice, and legal assistance.?"”

A second cluster of strategies should focus on increasing the
rewards and punishments for leadership behavior and organiza-
tional performance. Greater recognition for exemplary conduct is
essential, such as awards, rankings, and media coverage. Harnessing
the purchasing power of socially concerned consumers should be a
key priority. Public opinion surveys find that about two-thirds of
consumers report considering social responsibility when making
purchase decisions, three-fourths say that they would be likely to
switch to a brand associated with a good cause, and about half say
that they would be likely to pay more for a product or service asso-
ciated with such a cause. However, only a fifth indicate that they
actually bought a product or service in the past year because of such
an association, and only a quarter could identify the “most socially
responsible” companies.??° Other studies on purchasing behavior
reveal an even greater gap between what consumers say and what
they actually do based on business’ ethical reputation.?”! Individu-
als need more readily accessible information about which compa-
nies deserve support and more reminders about the need to align
their purchases with their principles.
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The same is true of investors. Although large majorities of
Americans claim to consider social responsibility in determining
what stocks to buy, the record of investment behavior suggests oth-
erwise.’”” The market share of socially screened funds remains
small, and many decision makers who claim to consider ethical
records do so on only one or two issues.??? David Vogel, in The Mar-
ket for Virtue, underscores an obvious point. More companies would
make social responsibility a higher priority if more investors as well
as consumers were willing to pay the price.??* So, too, pressure by
large shareholders on particular moral issues is an often effective but
underused strategy.’?’

Not only do we need more rewards for leadership that is ethi-
cally and socially responsible, but we also need fewer rewards for
leadership that is not. One possibility is to find ways of altering
compensation structures that unduly favor short-term profit maxi-
mization. Organizations that are now caught in an arms race for
executive salaries and stock options would benefit from some col-
lective solutions. Examples include tying compensation to per-
formance measures other than short-term profits; ensuring more
transparency concerning the total package of pay, pergs, and de-
ferred income; and encouraging more stakeholder organizations to
exert pressure for reform.??° Passage of proposed federal legislation
requiring shareholder approval for executive compensation would
also be a step in the right direction.??’

An equally obvious strategy is to increase the sanctions for ille-
gal and unethical conduct. Recent increases in white-collar crimi-
nal prosecutions and civil liability proceedings against those who
abuse their leadership positions are a promising development.??8
However, most state and federal regulatory agencies are still woe-
fully understaffed and underfunded, and much socially irresponsi-
ble but not clearly illegal behavior falls through the cracks. More
enforcement resources and more creative use of penalties would
help to reinforce desirable conduct and the leadership necessary to
achieve it. Many experts believe that strategies focused on shaming
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offenders and improving internal compliance structures are prefer-
able to the modest fines that courts and regulators often impose.??

Finally, the government could require corporate leaders to
engage in more systematic self-evaluation of their companies’ eth-
ical performance. Such evaluations could include surveys of
employees and stakeholders, as well as reviews of legal compliance
and internal complaint records. Requirements for self-assessment
could be incorporated in licensing and regulatory standards or
imposed in response to legal violations.?*° The results of these eval-
uations could then be made available to stakeholders, courts, and
government agencies and could become the basis for designing
more effective internal and external regulatory structures. Corpo-
rate leaders are now drowning in data about their organizations’
financial performance. They need comparable information about
their ethical records and more prodding to collect it.

Educational Strategies:
The Limits of Character Screening

A final approach to promoting moral leadership is to enlist business
and professional schools in both screening applicants and educat-
ing students along ethical dimensions. As a public relations gesture,
an increased focus on candidates’ moral character during the ad-
mission process makes perfect sense. Who could dispute the im-
portance of integrity among future leaders in business and the
professions, and the desirability of identifying that quality in appli-
cants? To that end, many business schools have intensified their
scrutiny of the information that applicants provide by verifying
the accuracy of grades, prior experience, and recommendations.?*!
Other institutions have put additional questions concerning eth-
ics to applicants and references and are paying more attention to

52 For example, Harvard Business School requests

the responses.
authors of letters of recommendation to rank a candidate’s integ-

rity on a five-point scale and asks applicants to discuss an ethical
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dilemma that they have faced.?*’ In evaluating answers to such
questions, schools like the University of Chicago are committed to
rejecting “evil nerds.”?** Insead, an international business school,
uses alumni interviews to screen candidates and send a message:
“No ethics, no entry.”?

Whether the means chosen are adequate to the task is another
matter, and one that too few institutions are considering, at least
publicly. The assumption that applicants’ descriptions of an ethical
dilemma or responses to interview questions will generally reveal
much about their moral character seems dubious at best. Given the
competitive nature of the admission process, it is unlikely that most
candidates will view this as an occasion to bare their souls. Indeed,
if experience with personal essays in college applications is any
guide, we can expect the rise of a new market in moral dilemmas.
The ethically challenged will be able to purchase advice manuals,
coaching, and probably even prepackaged narratives, suitable for
adaptation to personal circumstances. Moreover, the references
selected by applicants are unlikely to be good sources of compro-
mising information, and whatever knowledge they do have will
have limited predictive value. As the research summarized earlier
makes clear, moral behavior is highly situational. While individu-
als differ in their responses to temptation, contextual pressures have
a substantial impact on ethical conduct. How applicants will cope
with moral dilemmas in their later careers depends heavily on fac-
tors that cannot be anticipated at the time of admission, such as
financial circumstances, peer pressures, and organizational reward
structures.”*® Prior behavior is relevant, but it is necessary to know
a great deal about how and why individuals responded to earlier sit-
uations in order to gauge how they will react in different future cir-
cumstances.??” Admissions officers seldom, if ever, have that kind
of knowledge.

The current popularity of character inquiries may be another
example of the fundamental attribution error described earlier: our
tendency to overvalue the importance of character and undervalue
the role of situational influences in shaping moral conduct. Those
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whose ethical indifference and willful ignorance contributed to the
recent spate of scandals were not all “evil nerds.” Nor is it likely that
their role would have been predicted by a more intensive screening
process at their admission to business and professional schools.

That is not to suggest that all character screening efforts should
be abandoned. However limited their effectiveness in revealing an
applicant’s true values and capacity to live up to them, such in-
quiries may send a useful message about the school’s own values and
willingness to institutionalize them. At the very least, giving moral
character a more prominent role in the admission process is a rela-
tively low-cost way of deterring fraudulent applications and rein-
forcing the message that morality matters. But that message needs
to be conveyed by schools’ entire curricula and by those who hire
their graduates.

In that effort, we still fall far short. Indeed, when résumé fraud is
exposed, too many businesses treat it as business as usual. A case in
point involves Bausch & Lomb, which acknowledged that its chief
executive officer had falsely claimed to have earned an M.B.A. from
New York University. The company’s board of directors initially
called the lie an “unfortunate mistake” and reaffirmed its support for
the CEQ. In the wake of adverse publicity, the board elevated the
mistake to a “serious matter” and announced it would withhold his
$1.1 million bonus. But the board also declined to accept the CEO’s
resignation because he remained the “right person to carry on the
resurgence of the company.”?*® The national leaders who demand
more character screening by business schools should direct compa-
rable concern to the business community.

Ethics Curricula

A second strategy that business and professional schools have been
urged to pursue involves increased curricular attention to ethical
issues. President Bush, joined by a host of others, has called on these
schools to be “principled teachers of right and wrong and not sur-
render to moral confusion and relativism.”?** Even students have
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joined the chorus. In one representative survey, over 80 percent of
prospective business graduate students felt that M.B.A. programs
should include greater emphasis on ethics.?*

On the surface, ethics instruction as a response to ethics scan-
dals has much to recommend it. As William Hazlett once wryly
observed, we can conveniently “applaud what is right and condemn
what is wrong, when it costs us nothing but the sentiment.”?*!
Compared with other structural responses to corporate misconduct,
curricular refurbishment is a cheap fix, particularly if it involves
only what most schools have done, which is to add a few courses or
programs here and there.

Even this minimalist response is not entirely unwelcome, given
the current state of applied and postgraduate ethics instruction. In
law schools, what often passes for professional responsibility courses
is legal ethics without the ethics: the focus is primarily (and uncrit-
ically) on bar disciplinary rules, which fails to include many key
issues of social justice or to provide future practitioners with the
foundations for reflective judgment.?#* Although ethical issues arise
in every subject, that would not be apparent from core curricula or
leading casebooks, which devote less than 2 percent of their total
coverage to professional responsibility concerns.?® With a few
notable exceptions, business schools do no better.** Almost two-
thirds do not even require ethics instruction.’®> In one representa-
tive poll by the Aspen Institute of some seventeen hundred
M.B.A.s, only about a fifth thought that their schools were doing “a
lot” to prepare them to manage value conflicts. Another fifth said
they were not being prepared at all.?*® The dominant focus in busi-
ness education is on maximizing organizational wealth, and sur-
veyed students’ priorities shift accordingly.?*’ The marginalized
treatment of other values undercuts the point of including them in
the first instance. Specialized courses on ethics in management, pro-
fessional, and leadership curricula need to be supplemented by cov-
erage everywhere else.?*® Students learn from subtexts as well as
texts, and silence is a powerful socializing force.



WHERE IS THE LEADERSHIP IN MORAL LEADERSHIP? 49

What stands in the way is largely a combination of faculty iner-
tia, self-interest, and skepticism. Some professors simply cannot be
bothered to invest even a modest effort in retooling their courses to
include ethics coverage. Others doubt that the effort would be pro-
ductive. If, as President Bush suggested, the goal is teaching “right
and wrong,” courses on professional and business ethics offer too lit-
tle too late. A few hours of classroom discussion are unlikely to alter
the values that individuals have acquired over a lifetime from fam-
ilies, relatives, schools, peers, and the culture generally. As Irving
Kristol put it in a widely circulated Wall Street Journal editorial,
“Corporate leaders know the fundamentals of what is right and
wrong.”?# If that knowledge has somehow eluded them by the time
they get to business school, it will take more than the curricular
equivalent of “compulsory chapel” to set them straight.?>®

A related objection is that teaching skills of moral reflection is
“useless” in preventing immoral practices.”’! The problems most
often arise not because individuals lack knowledge of ethical distinc-
tions but because they lack the strength to act on what they know
under situational pressure. And as one expert notes, “Teaching crooks
a little Aristotle won’t make them better human beings.”?>?

These objections, while not without force, misconceive the
mission of well-designed ethics curricula. The objectives that
experts in the field identify do not involve pontificating about right
and wrong. Rather, the goal is to help students develop their own
capacities for moral reasoning in applied contexts and heighten
their understanding of legal and ethical boundaries as well as the
organizational pressure to cross them. While the contributions of
ethics curricula in that effort should not be overstated, neither
should they be undervalued. Most research indicates that strategies
for dealing with ethical issues change significantly during early
adulthood and that well-designed curricular coverage can improve
capacities for moral reasoning.?>® Such coverage can increase stu-
dents’ understanding of concrete professional dilemmas, the struc-
tural pressures and cognitive biases that contribute to unethical



50 MORAL LEADERSHIP

conduct, and the strategies, both personal and organizational, that
can assist in solutions. “People are fond of saying that you learn
ethics at your mom’s knees,” Wharton professor Tom Donaldson
observes. But “my mother didn’t tell me about highly leveraged
derivative transactions.”?** Nor will most professional students have
thought about competing obligations of client loyalty, confiden-
tiality, and prevention of fraud in circumstances like those arising
in Enron and other corporate scandals. The issues most worth dis-
cussing in postgraduate courses are not ones on which students
already have well-informed intuitions. And there is value in hav-
ing them confront ethical dilemmas before they have vested eco-
nomic interests in the resolution.

Well-designed curricula can also explore the structural condi-
tions underlying these dilemmas and the most promising regulatory
responses. Many experts view ethics courses as opportunities to iden-
tify “good institutional design.”?>> Similar approaches can be part of
leadership curricula and continuing executive education programs
for senior managers. Such a focus would be more productive than
many of the jazzed-up, dumbed-down motivational courses now ped-
dled to upper-level employees. It is, as Jean Lipman-Blumen notes,
easier to “get leaders to do different things than change who they
are.””® Any effective response to the misconduct recently on display
will require policy responses like those detailed earlier, which de-
mand more attention from business and professional schools.

Finally, ethics courses can offer an opportunity to consider some
larger questions that are too often eclipsed by daily demands. Through
innovative teaching strategies, including literature, case studies,
and dialogues with former white-collar criminal offenders, such
courses can invite participants to think more deeply about the lives
they want to lead and the world they want to leave behind.?*

In short, the objectives for business, professional, and leadership
programs should be less about attempting to screen out the morally
myopic or constructing some single ethics class that will convert
them. Rather, ethical issues need to be integrated throughout the
curricula. The focus should be on equipping the great majority of
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students to deal responsibly with the ethical challenges that they
will encounter and to design organizational structures that will be
part of the solution, not the problem.

Responsibilities in Research

Any effective strategies for promoting moral leadership will require
more leadership from the academic community. Despite the impor-
tance of ethical responsibility among those in key positions, we
know far too little about how best to secure it. As noted earlier,
most of the mainstream leadership literature is long on platitudes
and short on data, and little serious scholarship from allied fields has
focused on the issue. Particularly in the works written by and for
leaders, discussion of ethics tends to be superficial and simplistic.
Much ink is spilled on the “vision thing” and the importance of val-
ues. Little informed guidance is provided about how to realize them
in practice.

We urgently need more empirical research about what works
in the world. Systematic assessment is essential for formal struc-
tures such as ethics courses, training programs, hot lines, codes,
and compliance systems. For example, we know that many corpo-
rations and universities are spending substantial sums on ethics
education, which varies considerably in goals, methods, and in-
structors. What we do not know is whether these initiatives have
measurable effects on ethical conduct. To the extent that evalua-
tion occurs, it generally involves asking participants to rate their
satisfaction with the educational experience.?® It would be far
more useful to know whether they do anything differently as a
result. Research on behavior is necessary to determine whether
particular approaches are more likely than others to be effective in
promoting specific goals, such as legal compliance or other socially
responsible decision making.

More attention should also focus on organizational structure.
Are there better and worse ways of aligning responsibilities for eth-
ical compliance, philanthropy, auditing, and community relations?
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How are moral values best transmitted in particular organizational
contexts! What are the effects of recent legislative reforms? Are fur-
ther regulatory initiatives necessary! What concrete leadership
strategies are most likely to promote ethical climates?**

Finally, we need not only to expand our research agenda but
also to rethink its substantive focus. Not only should we be collect-
ing new data, we should also be questioning how best to present
them. In particular, we need to challenge prevailing definitions of
successful leadership that do not encompass moral responsibility. As
obvious as this point seems, it is often missing or marginalized in
management publications, executive education, and the business
community generally. Two recent, widely circulated books are cases
in point.

Jim Collins’s Good to Great analyzes what has enabled “good”
organizations to become “great” performers over a sustained period.
“Great,” as Collins’s research team defines it, involves exceptional
stock returns independent of industry performance for fifteen years.
Although the team considered including measures such as “social
impact” and “employee welfare,” they settled on a definition of suc-
cess that reflected only more objective financial measures.’®® Among
their “great” companies was Philip Morris, which had the “longest
record of exceptional performance” of any of the businesses pro-
filed.?®! Researchers did make an oblique acknowledgment that not
everyone would consider maximizing sales of a deadly carcinogen
by suppressing information about its addictive qualities a mark of
“greatness.” However, they concluded that it is not the “content of
a company’s values that correlate with performance but the strength
of conviction with which it holds those values.”*¢?

Similarly, Lasting Leadership profiles twenty-five executives whom
a panel of viewers of the Nightly Business Report and Wharton
School considered the most influential business leaders of the past
quarter-century. The criteria for selection focused on the ability to
create new business ideas or opportunities and cause dramatic polit-
ical, social, or industry changes. Like Good to Great, the index to
Lasting Leadership provides no listings under ethics, corporate social
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responsibility, or related topics. Although a few individuals are sin-
gled out for leadership with a moral dimension, the vast majority
are not.”®® Several have personal histories or business records that
are anything but distinguished in ethical terms.?*

We urgently need more balanced definitions of success, which
include ethical and social responsibility as well as financial prof-
itability. Those who occupy leadership positions in the research
community have unique opportunities and corresponding obliga-
tions to underscore the importance of moral values in leadership
roles. As a profession and a society, we cannot afford to treat issues
of ethical responsibility as someone else’s responsibility. If we are
seriously committed to promoting moral leadership, we need to

make good on that commitment in our own research priorities.






Part One

ETHICAL JUDGMENT






MAKING SENSE OF
MORAL MELTDOWNS

David Luban

The wave of corporate scandals that began in 2001 produced a
remarkable parade of business executives partaking in what has
become an American ritual: the Perp Walk. In the ensuing four
years, we have witnessed trials and mistrials and retrials of John and
Timothy Rigas (Adelphia), Dennis Kozlowski and Mark Swartz
(Tyco), Bernard Ebbers (WorldCom), Richard Scrushy (Health
South), and Andrew and Lea Fastow (Enron), and we are approach-
ing trials of Enron’s Kenneth Lay and Jeffrey Skilling. Scrushy was
acquitted, and Kozlowski dodged the conviction bullet once, only to
be retried and convicted.

The successful defense of Richard Scrushy was that he did not
know what his underlings were doing. Kozlowski worked the same
defense in his first trial, while Ebbers and the Rigas (father and son)
attempted it but failed. Legal observers expect Lay to venture the
same defense of ignorance. The defense is in its own way as damn-
ing of these executives’ leadership as the charges against them. If the
defense fails, they stand convicted of orchestrating crimes and frauds.
If it succeeds, they stand acquitted because they did not know what

[ originally delivered a version of this chapter as the keynote address at the 2003 Ninth
Circuit conference and a second, substantially modified, version at Rhodes College. A ver-
sion of this will appear in Susan Carle (ed.), Lawyers’ Ethics and the Pursuit of Social Justice:
A Critical Reader (New York University Press, 2005). My principal acknowledgment goes
to Deborah L. Rhode, who has served as an interlocutor and midwife on all the versions.
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was going on in the companies they led. Acquittal signifies that their
leadership was at best utterly inept. At worst, acquittal indicates that
they not only fostered an amoral, win-at-all-costs moral climate, they
also succeeded in engineering their own deniability. Either they were
ostriches, hiding their heads in the sand as their managers commit-
ted crimes, or they were foxes who understood the importance of not
knowing too much and then managed to persuade juries that their
carefully contrived ignorance was exculpatory.! In all cases, these
were disastrous examples of moral leadership. The remarkable fact is
that before their businesses crashed, all these people were among the
most successful and innovative business leaders in America. Those
one tier down—the lawyers, accountants, consultants, and other
professionals involved in different aspects of the crooked deals and
cooked books—have also gotten into trouble. Arthur Andersen ac-
counting partner David Duncan pleaded guilty to obstruction of jus-
tice charges based on Enron document shredding; and, based on the
conduct of Andersen’s lawyer, Nancy Temple, the accounting giant
was itself convicted. (The U.S. Supreme Court overturned the con-
viction because it deemed the jury instructions inadequate, but
Andersen had already been ruined, and it could still face retrial.)
My aim in this chapter is to explore why executive and profes-
sional leadership goes sour. The examination proceeds along four
principal dimensions: ethical, cultural, economic, and psychological.

The Ethical Dimension: Adversarial Ethics

At its simplest, what we seem to have witnessed in Enron, World-
Com, Global Crossing, Arthur Andersen, Merrill Lynch, and the
other high-profile cases of the past few years is an epidemic of dis-
honesty, self-dealing, cheating, and even outright theft—an incred-
ible failure to honor the most basic rules of Sunday school morality
by executives and professionals who people trusted to know better
than that and to do better than that. Obviously it was not the first
such epidemic: the 1980s were marked by spectacular insider-trading
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scandals (at least two financial titans, Ivan Boesky and Michael
Milken, went to jail), followed by the savings-and-loan catastrophe.
[t will not be the last either.

What conclusions we should draw from pandemic business scan-
dals is likely to depend on one’s overall outlook on business regula-
tion. Those who think that our economy works best when executives
have lots of power and discretion to make innovative, high-risk de-
cisions are likely to favor tough enforcement over new regulation.
According to their view, the fraudulent executives are bad apples in
a basically sweet barrel. Whatever we do, let us make sure we do not
kill the apple tree with a regulatory chainsaw. Others argue that the
problem is not a few bad apples but a system that allows gross con-
flicts of interest and cries out for regulation. Their view is that the
rottenness goes a lot deeper into the barrel than the notorious bad
apples on top. With a system that makes self-dealing so easy and so
profitable, it is no wonder that basic honesty goes out the window.”

[ take a different outlook from both of these. My proposition is
that most of the people who brought us these scandals have ethical
belief systems that are not much different from yours and mine. I sus-
pect that if you asked them whether they think lying and cheating
are okay, they would answer with an indignant no, and if you gave
them a lie detector test when they said it, the needle would not
budge. I do not pretend to see into people’s brains, but I would be
willing to bet that virtually none of the architects of these scandals—
not the executives, not the accountants, not the lawyers—really
thinks he or she did anything wrong. In that case, you might be ask-
ing what planet these people come from, but the answer, of course, is
that we are standing on it. In their basic moral outlook, most will not
turn out to be that much different from anyone else.

The fact is that everyday morality does not have settled princi-
ples for hypercompetitive, highly adversarial settings.? For example,
when the other side fights dirty, can you fight dirty too? On this
issue, most people’s moral intuitions are conflicted. Even Sunday
school sends a double message. On the one hand, we say that two
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wrongs do not make a right and tell ourselves to turn the other
cheek. On the other hand, we say that turnabout is fair play, we say
an eye for an eye, we say you have to fight fire with fire.

Consider a legal example that has become all too familiar to lit-
igators: discovery abuse. Both plaintiffs and defendants in high-
stakes civil litigation are notorious for abusing the system of civil
discovery. Plaintiffs’ counsel attempt to bury the other side in inter-
rogatories, aiming self-consciously to make the process so expensive
and time-consuming for defendants that they will settle the case
favorably. Defendants retaliate in kind by withholding documents
on specious legal theories or sometimes by burying the smoking-gun
documents in a truckload of paper. While legal scholars disagree
about the extent of discovery abuse, everyone agrees that it goes
on.* A question I have often asked lawyers is this: If the other side
does it, can you retaliate? The legal answer is no. The federal rule
against discovery abuse (Rule 26) does not have a “they started it!”
exception. But many lawyers think that if the other side starts play-
ing discovery games, they would be hurting their clients to turn the
other cheek. The legal rules may be clear, but the moral rules are
anything but. In a classic case, a law firm was sanctioned $325,000
for egregious discovery abuse, but fourteen prominent experts testi-
fied that the firm’s behavior was ethical, and in more than a decade,
only one other court has followed the precedent that this case set.’

Our society’s moral ambivalence about hardball behavior in
highly competitive settings obviously carries over to the business
world, because business is as competitive as it gets outside war. Take
an example: the 1970 fraud case United States v. Regent Office Sup-
ply.® This case presented the question whether it is fraud for sales-
men to lie their way past secretaries so they can make their pitch to
a purchasing agent if their goods are high quality and their prices
are honest. In Regent Office Supply, the government and the defen-
dant companies stipulated the facts in the mail fraud indictment
and in effect asked the court for an advisory opinion on lies told by
salesmen to get their foot in the door. The Second Circuit Court of
Appeals made no secret that it was annoyed to be asked, as the
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opinion puts it, “to give approval or disapproval to the myriad of
sales pitches used for various purposes in the diversified world of
commerce.” [t was an awkward, embarrassing question. The court
did not want to condone lying, but it also did not want to put the
discount stationery industry out of business. It found the Solomonic
solution: it held that deceit by itself does not necessarily amount to
fraud, but then proceeded to denounce deceit as “repugnant to
‘standards of business morality.” I suspect the judges on the panel
understood very well that the evidence before them showed the
opposite: that these lies are an accepted part of business morality.

[ am not suggesting that “everyone does it” is a legitimate moral
excuse. Rather, | am suggesting that there are very few consensus
moral rules for highly adversarial, competitive settings. That implies
a lot of moral uncertainty and ambiguity in a culture as addicted to
competition as ours is.

The Cultural Dimension:
America's Love Affair with Winners

This takes me to the second point: the cultural obstacles to dealing
with Enron-type ethical meltdowns. The fact is that our culture
loves the Fastows and Skillings of the world as long as they succeed.
The explanation of success worship goes all the way back to Max
Weber’s classic study of the Protestant ethic and the spirit of capi-
talism. According to Weber, capitalism flourished in religious cli-
mates that emphasized the idea that business is a secular calling, just
as much a part of the divine plan as religious callings. And in these
religious traditions, worldly success was a sign of divine approval. It
would be a mistake to place too much weight on the Protestant ori-
gins of American capitalism: four hundred years and millions of
non-Protestant immigrants have largely effaced the theological
specifics of the Protestant ethic. But the cultural residue remains,
and it is hard to deny that Americans still worship success and love
winners. The employees, managers, accountants, and attorneys who
work for the winners are no exception.
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More than that, I think it is undeniable that American culture
has always had a soft spot in its heart for bad boys who break rules
to get results, as long as they do it in style. A favorite Hollywood
genre is movies whose heroes are a gang of thieves pulling off an
intricate heist: The Sting, Ocean’s 11, all the way down to forget-
table summer fluff like The Italian Job. True, the thieves usually steal
from other bad guys or target the idle rich who have more jewelry
than is good for them. But they are still crooks—and we kind of like
them. Almost as popular is the Hollywood good guy who breaks
rules to get results, from John Wayne in The Man Who Shot Liberty
Valance, to Stallone in Rambo, to My Cousin Vinnie. The main
thing is that they have to be winners, and they have to do it in
style. We are willing to forgive a lot when it comes to flamboyant
rascals who also happen to be winners. Jesse Ventura parlayed a bad
boy image into a governor’s mansion. And there is no denying that
Enron reveled in a kind of high-octane flamboyant aggressiveness,
where top performers got million-dollar bonuses and then joined
Skilling for Land Cruiser racing in Australia.’

Having a soft spot for bad boy winners seems harmless enough,
but the flip side is a little uglier. As a culture, we have little patience
with losers. If they did something wrong, we do not cut them the
same slack we do for winners. Even if they were blameless, we are
unlikely to find them all that appealing. In a fascinating series of
experiments, the social psychologist Melvin Lerner discovered that
the worse someone is treated, the more likely observers are to rate
the victim as an unattractive, flawed person.® Lerner explains this
phenomenon as an unconscious attempt to ward off the scary
thought that if unfair stuff can happen to her, it can happen to me.
We unconsciously disparage the victim in order to find a distinction,
some distinction, between her and us in order to reassure ourselves
that we will not get victimized next.’ I find this explanation entirely
plausible. Whatever the explanation, though, the experiment pro-
vides powerful evidence that we do not tend to find losers beautiful.

[ think everyone instinctively understands this, and the impli-
cations for business ethics are disturbing. Given the choice between
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breaking rules and winning or being a law-abiding loser, you are far
more likely to win friends and influence people if you break the
rules—especially if you can portray the rules as red tape crying out
to be cut. No wonder that Enron executives took the most aggres-
sive accounting positions they possibly could. Pushing rules as hard
as you can in order to be a winner is exactly what our culture prizes.

Admittedly, this phenomenon explains the top executives bet-
ter than the accountants and lawyers who papered the dubious
deals. Except for a few celebrated personal injury lawyers, the bar is
not known as a haven for flamboyant bad boys, and neither is the
accounting profession. Of course, business law has its share of tough
guys who would rather be feared than loved, like the famous New
York City bankruptcy lawyer who sometimes grabs other lawyers by
the necktie to pull their faces into convenient screaming range. But
he is not really a flamboyant bad boy. He is merely a jerk.

The accountants’ and lawyers’ job is to keep the flamboyant bad
boys out of trouble. The problem is that when a successful client is
flying high, as high as Enron flew, no one wants to be the doomsayer
who puts on the brakes. A hundred years ago, Elihu Root, one of
the founders of Cravath, Swaine & Moore, said, “The client never
wants to be told he can’t do what he wants to do; he wants to be
told how to do it, and it is the lawyer’s business to tell him how.”!°
The same ethos permeates large accounting firms. The culture’s
love affair with bad boy businessmen creates a behavioral echo
among the employees whose job is to hold them in check but who
may see their real job as guarding the CEO’s back.

The Economic Dimension: The Feudal and
Socialist Character of American Capitalism

The argument so far has called attention to two important facts: the
ethical fact that the basic rules of everyday morality do not have a
lot of traction in adversarial or highly competitive settings, and that
our culture is more willing to tolerate stylish scoundrels who come
out on top than honorable, rule-following losers. We will see the
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significance of these conclusions once we turn to the third major
challenge to reform.

This is the economic fact that a capitalist economy always pro-
duces losers. In one way, this is obvious: competition means that
some people win and others lose. But I mean to be pointing to some-
thing a bit less obvious. One of the fundamental puzzles of economic
theory is why corporations exist in the first place. For a century,
economists have pointed out a paradox: corporations are little
islands of central planning at the very heart of the market system.
Corporations are miniature command economies. Managers gather
and process information, set targets, and give their employees in-
structions. That is perfectly obvious. What makes it puzzling is that
we know command economies do not work very well compared with
market economies. Why do big corporations exist, then, instead of
dissolving into a federation of small independent contractors?

Nobel Prize winner Ronald Coase, the granddaddy of law and
economics, answered the question in 1937.!1 Coase’s explanation
was simple and elegant. Even if free-market theory holds that it
would be more efficient to structure corporations as internal mar-
kets, setting up markets costs money. Sometimes they are worth it,
but sometimes it is cheaper and more efficient to settle for a com-
mand structure inside the firm. That is why corporations exist.

So far, so good. But the fact remains that centrally planned econ-
omies have built-in infirmities. The reason that market economies
beat planned economies is that they are better at processing in-
formation and responding to change. As Ludwig von Mises and
Friedrich Hayek argued almost a century ago, the world changes
faster than the planners can gather and process information. Planners
are perpetually behind the curve. A central planning system simply
cannot respond the way that a decentralized pricing system does.

We must keep this lesson in mind because it constitutes an iron
law of economics that applies to corporate executives just as much
as it applied to commissars in the dinosaur socialist economies of
yesteryear. It does not matter how smart executives are or how fast
on their feet. The world around them is faster. Inevitably they set
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their quarterly targets based on inadequate or obsolete information.
And sometimes reality catches up with them. The economy goes
south just when they have placed their bets on a few more golden
quarters of going north.

The problem is that a manager who has set an impossible target
has usually put his boss and employees on the line as well. Robert
Jackall, who authored one of the best studies ever on the moral world
of corporate managers, points out that corporate hierarchies are
almost feudal in structure.'? Ask a contemporary corporate manager
what his job is, and he is likely to answer, “I work for Joe Smith.”"* He
answers the question by naming his boss, not by offering an imper-
sonal description of his job, a startling echo of Marc Bloch, the great
historian of feudal society, who wrote, “To be the ‘man’ of another
man: in the vocabulary of feudalism, no combination of words was
more widely used or more comprehensive in meaning.”*

Like the vassalages of medieval Europe, American corporate
hierarchies are networks of personal patron-client relations. Man-
agers offer perks and protection in return for loyalty and perfor-
mance. A manager extracts targets and promises from subordinates
and on the basis of those numbers makes promises to his own boss,
who does the same with her own boss. When one of those promises
fails, it runs the risk of taking down not just yourself but the people
above and below you as well. In an odd way, executives fighting des-
perately to hide their losses and stay in business act in part out of a
warped sense of fiduciary obligation to other people in the company.
The moral pressure to meet your numbers, combined with self-
interest, is overwhelming.

Jackall studied old-economy companies: textile manufacturers
and chemical giants. How different are the new-economy compa-
nies like Enron? The details are different, but the pressure to set
extravagant targets and meet them by hook or by crook (mostly by
crook, it appears) was, if anything, even more intense. Enron was
structured as a perpetual tournament. New employees picked ten
other employees to rate their performance, with all the gamesman-
ship possibilities that that implies. In addition, management kept a
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database where any employee could comment on any other. At the
end of the year, all the ratings were put on a bell curve, and those at
the bottom were ruthlessly fired. Winners went hiking in Patagonia
with Skilling."® The heat was on full blast.

What do you do when you cannot keep your promises and meet
your targets! You have four choices. One is to pin the blame on
someone else. Claiming you did not know what others were doing
is the simplest way, but more subtle methods exist as well. For
example, Jackall discovered a system of “milking” factories in the
chemical giant he studied. A manager struggling to meet his num-
bers shortchanges essential maintenance on the equipment. Even-
tually the equipment breaks down in a very expensive way, but by
that time the manager has been promoted, and the meltdown hap-
pens on someone else’s watch. Top management had little interest
in tracking accountability, because in Jackall’s company, everyone
knew that the boss got to the top the same way.!¢

If you cannot pin the blame on someone else, a second option
is to arrange things so the losses fall on your customers, your share-
holders, your employees—anywhere but yourself. Michael Lewis’s
classic memoir of his years as a 1980s Wall Street bond trader recalls
that whenever it came down to the choice between absorbing a loss
yourself or passing that loss onto a customer—*“blowing up your cus-
tomer,” as Lewis puts it—traders blew up their customers without
thinking twice about it.!? Enron’s management dumped their own
stock while locking their employees’ stock in soon-to-be-worthless
401(k) plans.

Option three, Enron’s main strategy, is to smear on the cosmet-
ics, cover up the losses as long as possible, and hope for a miracle
turnaround to pull you from the fire. Rational managers should
know better than to rely on miracles. But look at the character
traits that make for successful entrepreneurs: boundless optimism,
big egos, a taste for risk, unwillingness to take no for an answer.
Exactly these traits predispose high-flying CEOs to bet the farm on
one last roll of the dice and assume that Lady Luck will smile on
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them. Surely the economy will rebound and get you out of your
troubles. Only sometimes it does not.!®

These are the three dishonest strategies: blame someone else,
shaft someone else, or cover up and hope against hope. The fourth
strategy is to accept that you have lost, take your lumps, and move on.

The fourth strategy is not always fatal. During the heyday of the
dot-coms, a failed e-business was a badge of honor on your résumé,
like a Purple Heart. If you were twenty-five years old and had not
burned through your investors’ money at least once in some failed
e-business, it just showed you were not ambitious enough."

But e-business never-never land was obviously the exception.
In real business, big business, new economy or old, failure is failure.
In that case, given the choice between cheating, covering up, or
watching your career evaporate, it is fanciful to expect that execu-
tives will seriously entertain the last option; and unfortunately, the
others are dishonest. Remember my previous arguments: a power-
ful strain in our culture admires rogue winners more than honest
losers, and in hypercompetitive settings, everyday morality does not
give firm guidance. What we now see is that the failures that drive
executives to cheat and cover up are built into the very nature of a
corporation, which is a planned economy that cannot avoid plac-
ing high-risk bets. Put these three factors together, and you have a
recipe for scandals. The conclusion seems unavoidable: the crooks,
like the poor, will always be with us.

The Psychological Dimension:
Cognitive Dissonance and Moral Compass

But none of this explains our original puzzle of why the crooks con-
tinue to think they are not crooks. Here social psychology offers an
answer. The basic reason is cognitive dissonance. Whenever our
conduct and principles clash with each other in a way that threat-
ens our self-image as an upstanding person, the result is a kind of
inner tension—dissonance. And dissonance theory tells us that
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wired into us is a fundamental drive to reduce dissonance. How do
you accomplish that? Obviously, you cannot change your past con-
duct. Instead, you change your beliefs. That is what fifty years of
research have taught. In situation after situation, literally hundreds
of experiments reveal that when our conduct clashes with our prior
beliefs, our beliefs swing into conformity with our conduct, without
our noticing that this is going on.

In one classic dissonance experiment, subjects were asked to
perform a boring, repetitive task: rotating screws in holes of a peg-
board. Afterward they were paid to tell the next student waiting to
perform the same task that it was really very interesting. This is
“counterattitudinal advocacy,” known more colloquially as “lying.”
Behaviorists or economists might predict that the higher the pay,
the more likely the subjects were to start believing what they told
the other students. But dissonance theory makes the opposite pre-
diction. Deceiving your fellows for little or no benefit to yourself
creates dissonance, and so it was the low-paid advocates who inter-
nalized the belief they were advocating. That is what the experi-
ments confirmed.”® Apparently when my own behavior makes me,
in Saint Augustine’s words, “a great riddle to myself,” I solve the rid-
dle in the simplest way: if I said it, [ must believe it; if I did it, I must
think it is right. All this, I want to emphasize, goes on unconsciously.

How can this happen? The answer, as any psychiatrist will tell
you, is that we do not automatically know our own beliefs. Instead,
we figure them out by examining our own behavior. If I ate that
piece of chocolate cake, I guess that means I like chocolate cake. If
I covered up losses with smoke-and-mirrors accounting, I must
think that smoke-and-mirrors does not really count as a cover-up.
And what if this contradicts what I have always been taught and
always thought I believed in the past? I tell myself that only a
fanatic refuses to learn from experience—and I am no fanatic.

One surprising result follows. Most of us are inclined to think
that the big problem in the ethics scandals is lack of integrity on the
part of the principals. But if integrity means doing what you think
is right, these men and women had integrity to burn. They got it
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the cheap way: once they did things, they believed those things
were right. Integrity does not help very much when you are in the
grips of self-deception.?!

The problem is not simply that we unconsciously adjust our
moral beliefs so they inevitably make us look good. Psychologists
have also shown that our judgment is deeply affected by the people
around us. Show a group of people two lines, and if eleven of them
say that the shorter line is longer, the twelfth is likely to see it that
way as well.??

The same thing is true with moral judgment, and that is the spe-
cial problem that organizational settings create: you are always in the
room with eleven other people. In the 1960s, a young woman named
Kitty Genovese was assaulted and murdered in Queens, New York, as
dozens of people in their apartments witnessed the assault. Not a
single person called the police. The media were filled with dismay
at this sign of social indifference. But two social psychologists had
a different explanation: they conjectured that groups of people are
usually less likely to help out in emergencies than single individu-
als are. To test their hypothesis, they had subjects fill out question-
naires in a room. While a subject worked on the questionnaire, a
staged emergency happened—either the sound of crashing equip-
ment and screams from the next room or smoke billowing into the
room where the subject was sitting. The results were remarkable:
when subjects were by themselves, most responded quickly to the
emergency. But when another person sat next to them and failed
to respond, they mimicked the other person and did nothing them-
selves. Evidently we respond to unusual situations by first checking
to see how other people respond. And just as we take cues from the
other person, he or she takes cues from us. We reinforce each
other, sometimes in disastrously wrong beliefs. Pedestrians step-
ping around the body of a homeless man collapsed in the street
may not be heartless or callous. They may simply be taking their
cues from each other. The evidence suggests that if they were alone

when they encountered the unconscious man, they would stop to
help.??



70 MORAL LEADERSHIP

The conclusion is disturbing. Our moral compass may point
true north when we are by ourselves; but place us next to a few
dozen other compasses pointing east, and our needle falls into line
with theirs—and contributes to the magnetic field influencing the
needles of other people’s compasses.

The Kitty Genovese effect goes a long way toward explaining
why no one blew the whistle on the corporate scandals: insiders
simply took their cues from each other. They saw everyone else act-
ing as though everything was perfectly all right, and they acted that
way themselves, each reinforcing the others’ passivity. But it is also
important to realize that cognitive dissonance and the social nature
of perception fit together. Both ideas are variations on a single
theme: that the human conscience has a tendency to take its cues
from the situation we are in, a situation defined partly by our own
past actions and partly by the actions of the people around us. No
doubt being wired this way served some important purpose for our
evolutionary ancestors at the dawn of time. But it can lead to tragic
results when we stumble into a social situation that seems to de-
mand morally compromising behavior.

The desire to fit in with those around us helps explain how
lower-level employees, such as lawyers and accountants, become
fatally implicated in corporate wrongdoing. In large organizations,
decisions get parceled out among many people, and every piece of
work is the product of many hands. Information filters in piecemeal,
a little at a time. As a result, decisive moral moments are not obvi-
ous. They are not really moments at all. They do not scream out,
“You've reached the crossroads!” Changes come gradually, like
walking in a very large circle. Not only that, the consequences of
decisions are often nearly unfathomable. And working in teams, it
is seldom obvious whose responsibility any choice ultimately is. It
may be everyone’s or nobody’s at all. The ground is fertile for the
Kitty Genovese effect.

No one had a keener eye for the moral pitfalls of bureaucratic
organizations like big businesses than C. S. Lewis, who once warned
an undergraduate audience, “To nine out of ten of you the choice
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which could lead to scoundrelism will come, when it does come, in
no very dramatic colours. Obviously bad men, obviously threatening
and bribing, will almost certainly not appear.”?* Instead, the problem
starts the first time that your supervisor asks you to bend a rule for the
company’s good. “Next week,” Lewis tells us, “it will be something a
little further from the rules, and next year something further still, but
all in the jolliest, friendliest spirit. [t may end in a crash, a scandal,
and penal servitude; it may end in millions, a peerage and giving
the prizes at your old school. But you will be a scoundrel.””® And
dissonance theory suggests that you will never even notice.

Suppose, for example, that a chief financial officer calls in an in-
house lawyer, and a consultant, and an accountant, and says that he
would like to structure some deals that will help push accounting
losses off the books. (Think Andrew Fastow.) The lawyer may not
know off the top of her head whether there is a legal way to do it, but
that is what she gets paid to figure out. The last thing the lawyer
thinks about is that an ethical rule forbids her from counseling or
assisting in a client fraud. The conversation is about business goals,
not about fraud (such an ugly word!). The lawyer, accountant, and
consultant accept the business goal of making business losses vanish
from the balance sheets, and reason backward to whatever compli-
cated structure it will take to achieve it. So what if the law requires
a proper business purpose other than sanitizing an annual statement?
The whole lawyering problem is figuring out some way to package
the client’s goal as a proper business purpose, although that might
require drifting into the gray zone at the margin of the law. Trans-
parency avoidance feels to the lawyer, accountant, and consultant
like little more than a formalistic game, not much different from tax
avoidance.

The trouble is that transparency is what the law requires, and
transparency avoidance bears an uncanny resemblance to fraud. By
the time the smoke clears, the CFO may be looking at ten years in
jail and the Wall Street Jowrnal will be doing exposés of the deals. Or
maybe not, as Lewis says. Maybe you will all get rich. You will still be
a scoundrel. But rich or poor, while the deals are under construction,
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from the professionals’ point of view, it all looks like an interesting
challenge, nothing more. Charles Davidow, a Washington lawyer
involved in the Powers Committee’s investigation of Enron, reports
that when he talked with the lawyers about all the special-purpose
entities that Fastow created, they were proud of their handiwork,
not ashamed. Yet Neal Batson, the Enron bankruptcy examiner, has
found legal malpractice and violations of fiduciary duty on the part
of Enron’s general counsel and two Houston law firms. All of it is
documented in his final report, two hundred pages spent unravel-
ing transactions of such incredible complexity that even the lawyers
who papered them admitted that they did not understand what
they were doing. Or maybe they were simply saying they did not
understand because it is better to admit that you were engaged in
malpractice than that you did know what you were doing and were
committing fraud.

Nothing demonstrates the power of organizational roles to dis-
tort conscience more strikingly than the famous Stanford Prison
Experiment (see Chapter Five in this volume). Male college stu-
dents were divided randomly into “guards” and “inmates” in a mock
prison for a two-week role-play experiment. In less than a day, the
guards began bullying and brutalizing the inmates, and the inmates
started developing the depression, uncontrollable weeping, rage,
and anxiety of real-life prisoners. By Day Two, the prisoners re-
volted, and the guards put down the rebellion by blasting them with
fire extinguishers. By Day Seven, the experimenters decided they
had to terminate the experiment early before anyone was perma-
nently damaged.?¢

The attitude changes in the subjects almost defy belief. One
guard wrote in his diary before the experiment, “As I am a pacifist
and non-aggressive individual, I cannot see a time when [ might
maltreat other living things.””” By Day Five, the same student
wrote: “This new prisoner, 416, refuses to eat. That is a violation of
Rule Two: ‘Prisoners must eat at mealtimes,” and we are not going
to have any of that kind of shit. . . . Obviously we have a trouble-
maker on our hands. If that’s the way he wants it, that’s the way he
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gets it. We throw him into the Hole ordering him to hold greasy
sausages in each hand. After an hour, he still refuses. . . . I decide to
force feed him, but he won’t eat. I let the food slide down his face. [
don’t believe it is me doing it. I just hate him more for not eating.””®

The power of situations to wreak havoc on conscience is hard
to believe, but in experiment after experiment, the evidence is
irrefutable. Consider the famous Milgram shock experiments.?’ Two
people out of three will administer what they think are near-fatal
electric shocks to an innocent volunteer if an experimenter orders
them to do so in the name of scientific research. But not a single
person who heard the experiment described believed that they
would do it. Apparently the situation takes over when we are actu-
ally in it. Give the shocker a teammate, and the result is even more
dramatic: if the teammate will not administer the next shock, only
10 percent of people obey the experimenter. But if the teammate
goes along with the next shock, compliance shoots up to 90 per-
cent. Social pressure affects conscience to an extent few of us would
believe possible.

In a corporate culture, the incredible plasticity of conscience
that social psychology reveals creates perhaps the biggest challenge
to reformers. If you cannot trust your own conscience to tell you the
difference between right and wrong, how are you supposed to do
what is right? Remember what we have learned so far: the stakes in
business are high, the corporate culture puts out powerful cues, the
wider culture reinforces them, and no settled guidelines about moral-
ity in competitive settings push hard in the opposite direction. It
should hardly astonish us that the result is ethical self-deception on
a grand scale.

It may sound as though I am saying dishonesty is a social disease
that is nobody’s fault. That is not my intention at all. The goal is to
understand, not to make excuses. In fact, [ am not a great believer in
the idea that to understand all is to forgive all. People make their
choices under constraints, including psychological ones, but in the
end, all sane adults are still accountable for the choices they make.
We should never forget that not everyone gives in to social pressures.
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If my conscience lets me down, the fact remains that it is my con-
science, not the company’s conscience and not society’s conscience.

Lessons for Leaders?

[t is customary to end on an optimistic note. My basic message has
been that ethics, culture, economics, and psychology all pose
tremendous challenges to efforts at corporate reform. Changing the
rules of conduct will not necessarily change the conduct, because
rules alone will not change the ethos, the culture, the economics,
or the psychology that make up the moral world of corporate Amer-
ica. People who think there are magic vaccines or magic bullets are
fooling themselves.

But challenging is not the same as impossible. Even if Wall
Street does have new scandals to deal with, the insider trader scan-
dals of the 1980s have not recurred. The savings and loan crisis is
history. Messes can be cleaned up, even if we know that the crooks
will always be with us, and sometimes they will not even realize that
they are crooks.

What advice can I offer to managers, accountants, and lawyers in
corporate settings? Is it really true that forces you are barely aware of
can disconnect your conscience as thoroughly as the Stanford prison
guards or the administrators of electric shocks? If the answer is yes,
then how can anyone deal with forces they are barely aware of?

I have three suggestions.® First, all the experimental studies
suggest that cognitive dissonance disconnects the wires of con-
science slowly and one step at a time. That is what C. S. Lewis sug-
gests, and I am certain that Lewis got it right. We get cooked like
the legendary frog who does not notice that he is being boiled as
long as the water is heating up slowly. For that reason, it becomes
critically important to give ourselves some kind of warning. Set
yourself some telltale sign—something that you know is wrong.
Write down on a piece of paper, “I will never backdate a docu-
ment.” Or “I will never let a coworker get blamed for something
that was my fault.” Or “I will never paper a deal that I don’t under-
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stand.” Or “I will never do anything that I couldn’t describe to my
dad while looking him in the eye.” Pick your telltale sign carefully,
and the moment the alarm rings, evacuate the building.

Second, we may take a cue from Stanley Milgram’s electric
shock experiments. When Milgram debriefed his compliantly mur-
derous subjects afterward, he asked them whose fault the shocks
were: the scientist who ordered the shocks, the victim who pro-
voked them by getting wrong answers on a test, or the subject who
administered them. Not too surprisingly, the compliant subjects
usually blamed the other two (while the defiant subjects, who
refused to follow murderous orders, took on themselves primary
responsibility for their conduct).’! My advice, then, is to notice
when you are blaming someone else. Right or wrong, the very fact
that you are blaming it on the CFO or the accountant is a telltale
sign that your own conscience is on the road to perdition.

Finally, I suggest that a certain amount of self-doubt and self-
skepticism is not such a bad thing. Moral meltdowns happen when
the reactor overheats. There is a kind of euphoria that comes from
working on big cases, big deals, for high-energy businesses and high-
powered clients. Intoxicating though it may be, it is a bad idea to
trust euphoria. My version of Socrates’ “know yourself!” is “doubt
yourself!” This is hard advice in a nation that admires self-confident,
don’t-look-back leaders. “Doubt yourself!” sounds like a recipe for
neurosis. But without some healthy skepticism, the temptation to
take your cues from the client-executive with the most hubris may
be unavoidable. Icarus makes a terrible role model.
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THREE PRACTICAL CHALLENGES
OF MORAL LEADERSHIP

Joshua Margolis, Andrew Molinsky

The business scandals that unraveled in the early years of the twenty-
first century provoked renewed interest in the roots of misconduct.
Journalists and academic researchers alike have documented a range
of misdeeds, traced their origins to everything from public policy to
personality disorders, and proposed theories designed to help prevent
future recurrences. What about the other side of the picture? What
enables people to be effective moral leaders: to engage in exemplary
conduct that reflects conscientious judgment and principled delib-
eration, conduct that attends to the rights, needs, and claims of oth-
ers, conduct that meets these standards especially when it may be
inconvenient or exact a personal cost? The answer depends on the
academic discipline you subscribe to.

There seem to be four dominant portraits of human beings that
emerge from the study of moral conduct across academic disci-
plines: human beings as functions of layered forces, human beings
as deliberate actors, human beings as obligated agents, and human
beings as heroic characters. Each of these portraits carries different
implications for moral leadership. Cognitive and social psychology,
sociology, and organizational behavior document the ways in which
a range of forces within us and external to us operate beyond con-
scious control to lead us to do wrong. Human cognitive faculties,
social pressures, institutional norms, and structural features all con-
spire to lead well-intentioned people to do harm. We human beings
are products of forces that often elude our control—and even our
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notice. Moral leadership thus requires tuning in to these cognitive
and social forces and, once attuned, taking care in how they are
managed.!

On the other side of the spectrum, philosophy implies a fully
deliberative portrait of human beings. Philosophical approaches to
ethics help people identify, sort through, and weigh underlying
issues and claims, providing lenses for discernment and standards
necessary for judgment. Moral leadership is then possible when peo-
ple engage in careful analysis, thoughtful reflection, principled judg-
ment, and action consistent with this deliberative process. A third
portrait emerges from economic approaches to individual behavior.
Economic accounts often cast managers as agents whose responsi-
bility lies in their duties to principles. What enables moral leader-
ship is a well-designed context: a set of incentives, controls, and
contracts that facilitate the fulfillment of an agent’s duty to his or
her principles. Structural features foster moral leadership by influ-
encing individuals’ rational, self-interested calculation so it coin-
cides with the interests of those whom they represent. Studies of
leadership present a fourth portrait: human beings who triumph
over limitations, adversity, and flaws. What emerges are individuals
who exercise wisdom in weighing options; they negotiate the nar-
row pass between expedience and principle, between ambition and
social welfare, and they recognize human and material costs in a
humane way, but they do not waver from what must get done and
do what must get done with expert proficiency. Just as the philo-
sophical portrait contrasts with the social-psychological one, so too
this portrait contrasts with the economic one. What enables moral
leadership is not the context that surrounds people but what resides
within them: their character.

These portraits provide vital guidance for fostering moral lead-
ership, especially when taken together. But they constitute an
incomplete gallery, and in one particularly acute way. They do not
capture the actor’s firsthand experience of encountering ethical
challenges in practice. While the other portraits can provide prac-
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tical insight, they can be significantly augmented with a systematic
grasp of the look and feel of lived moral experience. An individual’s
firsthand raw experience of pressure-filled and ambiguous organiza-
tional settings, as well as of the vying expectations of professional
roles, poses significant demands that must be met to exercise moral
leadership. A person situated in a well-structured context, intent on
being a moral leader, equipped with robust character and vigilant
awareness of psychological tendencies, may know how he or she
would ideally want to act in a particular situation. What cannot be
anticipated is the person’s actual experience of that situation. That
real experience of pressure, ambiguity, and vying demands creates
obstacles to moral leadership. Grasping that firsthand experience
can attune people to those obstacles and develop their capacity to
convert the practical guidance that emerges from other ethical por-
traits into moral action.

In this chapter, we describe three practical challenges that
shape how people experience the ethical demands of their work.
These challenges emerge from our research on professionals’ per-
forming “necessary evils,” tasks that entail doing harm in order to
advance a valued objective. These tasks, such as laying a person off
or evicting a family from its home, entail great responsibility and
embody ethical tensions. Necessary evils shed light on the realistic
texture of what people experience when they encounter ethical
tensions in their work. Recognizing these tensions can prepare peo-
ple to meet the ethical demands of professional roles and organi-
zational settings. That alone, though, neither amounts to moral
leadership nor guarantees it. However, it is an essential ingredient
if those from whom society expects moral leadership are to manage
the ethically complex environments they face.

Many features of organizations and professional roles shape a
person’s ethical experience and capacity to enact moral leadership.
We focus on three that tend to get overlooked: time pressure,
ambivalence, and how people see themselves, or what we call self-
construal. These three features share two characteristics in common.
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First, they constitute the current of ethical experience that must be
navigated. That current rarely gains the attention that a salient
obstacle or impediment, such as a distorting incentive system,
receives. These three features receive little notice in discussion of
ethics because they lurk beneath the surface of events. They rush
invisibly through the ethical challenges that arise routinely in pro-
fessional roles and organizational settings, perhaps treated as both-
ersome distractions at best. Second, these three features are all
double-edged swords. If ignored, they can capsize efforts to exercise
moral leadership. If managed, they can propel moral leadership.
Exercising moral leadership is never guaranteed, but recognizing
these three features and preparing to manage them exposes people
to the realities of ethical challenges that must be mastered for moral
leadership to be possible. We introduce the three features in the
sections that follow, drawing from our own and others’ research to
illustrate why they can be such crucial points of leverage in pre-
venting or enabling moral leadership.

Time

Time in professional and organizational settings is often scarce. We
have studied how professionals in four different occupations handle
tasks that entail harming another human being in order to advance
a professional or organizational objective. We spoke to managers
about firing people, police officers about evicting people, doctors
about performing painful procedures, and addiction counselors about
disciplining clients. The time available for performing these tasks is
short of the ideal. Not only because police officers must complete
twenty evictions in a day, or doctors have to see a certain number of
patients to satisfy a contract, or a company wants all laid-off employ-
ees out by noon. It is also because another pressing situation calls,
with another aggrieved party seeking restitution, another patient in
need, or another employee needing patience and understanding. A
doctor of emergency medicine, one of the 111 professionals we stud-
ied, described this reality for us:
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You could walk out of a situation, where you just told somebody
their kid is dead, and have to walk into somebody pissed off that
they’ve waited for two hours because their kid has an ear infection.
And you can’t say to that parent, “Look someone else’s kid just
died. Shut the f— up and just let me do this.” . . . You can’t just call
in your crisis management team, or your debriefing team, or let the
whole place go slide while you take care of how you feel emotion-
ally. . . . And no one else in the situation is going to either. The
charge nurse is trying to deal with all the backup in the department
from the fact that you've been—I've been—tied up with this sick
kid, and she’s not going to come out and say, “Boy, do you need a
break. Why don’t you take a half hour, go eat.” She’s going to come
up to me with a list of people who are waiting and mad.

[t is at this very moment that the emergency department and
the patients most need moral leadership. It is also at this chaotic,
time-pressured moment when it is most difficult for the doctor, or
any other professional in a comparable situation, to exercise moral
leadership: to model conduct by putting others’ needs and her own
responsibility above the din of the situation and the pressures of the
moment.

Grave mischief can be done when people have too little time.
The Enron board of directors exemplifies the dangers of limited time.
The U.S. Senate investigation of Enron found that at a single special
meeting held by teleconference on June 28, 1999, the board of direc-
tors covered a number of significant matters. Among them, CEO
Kenneth Lay discussed a reorganization occurring at Enron, and the
board reviewed resolutions to authorize a stock split, alter the com-
pany’s stock compensation plan, purchase a corporate jet, and invest
in a power plant in the Middle East. At this same meeting, a vote was
also taken to establish one of the notorious special-purpose entities,
LJM1; the company’s code of conduct was waived, thereby permit-
ting the chief financial officer, Andrew Fastow, to head the special-
purpose entity despite a conflict of interest; and the entity’s first
transaction, with Rhythms NetConnections, was reviewed. All of
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these issues, mundane and questionable alike, were covered in no
more than one hour.?

Time was not the cause of misdeeds at Enron, but this example
illustrates how moral leadership can easily be compromised when
time is scarce. Not only can limited time aid and abet mischief,
inhibiting a board full of business leaders from deliberating thor-
oughly and questioning troubling practices, it can also frustrate nat-
ural human tendencies to aid others. In their famous study of helping
behavior, John Darley and Dan Batson discovered that the most
influential factor determining whether a bystander would respond to
a person in distress was whether the bystander had sufficient time. A
bystander late to an appointment was less likely to heed a plea for
help.> Moral leadership in aiding others, much like moral leadership
in stopping misconduct, gets squeezed in the hands of the clock.

Is more time the antidote? Not necessarily. Too much time, it
turns out, can also contribute to grave mischief. Philip Zimbardo
has related his classic Stanford prison experiment to the inhumane
treatment of prisoners at Abu Ghraib.* One contributing factor at
Abu Ghraib, Zimbardo has noted, was the endless, vacant, and
unsupervised time that guards had on the night shift. Again, time
alone did not cause guards to mistreat prisoners. However, with so
much time on their hands, immoral conduct sprouted. Copious
time, it would seem, is no guarantee of moral leadership.

Too little time and too much time both inhibit moral leader-
ship. But too little time defines the reality of professional and orga-
nizational settings, especially in an era striving for greater efficiency.
Quite simply, moral leadership entails managing time. Therefore,
for those who wish to exercise moral leadership, one imperative is
to be cognizant of time and manage it actively rather than just
lament its swift passage. Little is known about how time as a dimen-
sion of ethical conduct can be managed. As a crucial variable, time
has garnered growing attention in research on organizations,’ and
ethicists have considered intriguing questions about time,® but the
intersection of the two fields is where we need greater practical
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insight. What does seem clear is that ethical conduct can be ad-
vanced or impeded based on how time is handled.

Our research suggests that organizational and individual mech-
anisms can help effectively manage the impact of time on ethical
conduct. For example, some organizations have structures and sys-
tems that build in pauses and second looks. They provide a safety
valve against the impact that limited time can have on decisions
with ethical implications. What these structures and systems share
is that they are designed as much to educate as they are to monitor.
In one hospital where we spoke with doctors about necessary evils,
clinical teams comprise medical students, interns, residents, fellows,
and attending physicians. Although not unusual for a teaching hos-
pital, this structure reassured the medical students and interns and
gave them the opportunity to handle cases that otherwise would
have been beyond their level of experience. The direction and
oversight provided by more senior doctors exists primarily for edu-
cational purposes, but it ensures that multiple eyes, from a novice’s
to a veteran’s will consider a difficult case. No one individual may
have the ideal amount of time, but the overlapping attention of
multiple people equipped with different sensibilities increases the
likelihood that all dimensions of the situation, including ethical
implications and the humanity of the patient, will get noticed.’”

So too with an addiction facility we studied. Although individ-
ual counselors make the decision about expelling clients who violate
rules, the entire team of counselors must discuss the decision and
then treat it as a collective decision. For the addiction facility, the
team system is designed to foster collective responsibility for life
inside the facility. What it also does is build in time between making
a momentous decision and sealing it. Teams at the addiction facility
and hospital thus share two characteristics, which help manage the
dangers of time. First, the addiction counseling team and medical
teams turn deliberation from a private activity inside one person’s
head into a public event that occurs through discussion. Second,
multiple sets of eyes review a single situation. These structures thus
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build in natural pauses that decelerate action without impeding it,
and they offset the constrained time of any one individual by build-
ing in time devoted from multiple people.

Limited time is still a reality of organizational life and profes-
sional roles. So individuals also must find ways to manage time and
manage their reactions to time pressures. Construing time as a re-
source rather than as a constraint can help people be more con-
scious of it and more conscientious in their use of the amount of
that available resource, whether it is plentiful or scarce.® In addi-
tion, we found that seasoned managers, doctors, police officers, and
addiction counselors all took time for short breaks, no matter how
hectic the day, to collect themselves, step away from the pressure,
and simply take stock of the rapid pace, as did the doctor whose
comment opened this section. More than providing a solution to
the rush of time, these breaks alert professionals to the impact of
time and the care needed to manage it as one manages all other fac-
tors that may bear on one’s conduct.

Ambivalence

Moral leadership often requires people to act in a manner they
sense is right even as it unleashes uneasiness and misgivings. Here
a manager and a doctor describe this experience as they laid off an
employee and cleaned a wound, respectively:

Manager: “I think there is compassion, there is a, you know,
sense of angst about these people. However, I have a prac-
tical side and I know this is what we need to do for the
business.”

Doctor: “When the man was writhing in pain, shaking,
sweating and calling out in pain, I felt awful. [ started to
get very hot and sweaty and nervous. | knew that I had to
finish, but felt like I was doing an inadequate job of both
breaking loculations and of packing the wound.”
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Ambivalence describes the manger’s clash between “compassion”
and “what we need to do for the business” and the doctor’s clash
between feeling “awful,” “nervous,” and “inadequate,” but knowing
“I had to finish.” A sense of professional responsibility motivates an
action, but that action provokes a conflicting visceral reaction to do
no harm. Ambivalence is about the disquieting internal tension that
comes from competing duties, colliding considerations, and disso-
nant emotions. Although natural in situations with conflicting
demands, ambivalence unchecked and unmanaged can lead to dys-
functional consequences for the leader attempting to take action.

However, the practical challenge may have less to do with
ambivalence run amok than with failure to acknowledge the real-
ity of ambivalence. The implicit ideal of moral leadership conjures
up a conscientious individual who deliberates over various options,
all imperfect; weighs principles, rights, responsibilities, and conse-
quences, both good and bad; and ultimately commits with resolve
to a course of action, whatever its drawbacks and costs, exuding
confidence that propels others to commit and thereby increases the
likelihood of successful action. All the while, the individual is open
to learning and adjustment, but not squeamishness, indecision, or
paralyzing analysis. Contrary to this judicious and poised image,
professionals in each of the occupations we studied revealed a dif-
ferent portrait of actual experience. Here are two managers and a
police officer relating that experience:

Manager conducting a layoff: “Internally there is a nervous
stomach, you feel on edge. Sometimes you get physically
nauseous or a headache. Very often the night before or after
you have very bad dreams that are not necessarily related
to the downsizing itself, but from that stress.”

Manager firing someone: “It is very difficult from an emotional
standpoint knowing you are dealing with somebody’s live-
lihood. Dealing with somebody’s ego. Dealing with some-
body’s ability to provide for their family.”
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Officer evicting a family: “You feel bad for the family some-
times, especially like the mothers or the wives with their
little babies in their arms.”

Ambivalence is a hard fact of professional practice, especially in
situations such as necessary evils, in which individuals are pulled in
vying directions, trying to honor intuitive sensibilities to avoid harm-
ing others while also fulfilling their responsibility to achieve a greater
good or purpose. However, as third-party observers, people often have
difficulty accepting ambivalence. As observers, people seem uncom-
fortable when they hear that a doctor feels torn about performing a
lumbar puncture on a child who absolutely needs it in order to diag-
nose the source of that child’s ailment. As observers, we do not want
to hear that our doctors have second thoughts and uneasy feelings
about procedures that seem essential for health.

So too people feel uneasy when they learn that Scott Sullivan,
the CFO at WorldCom, or his loyal assistant, Betty Vinson, had
reservations about committing accounting fraud. Reservations
about what? Where, we as observers wonder, is the good they were
weighing? How could they not see the patent wrongness of their
deeds? Observers search for the virtuous side of these managers’
actions, the side that induced ambivalence, and have difficulty
grasping it. People would prefer to hear that Sullivan and Vinson
had moral clarity and indulged gluttonously in violating account-
ing standards at WorldCom,” just as we would prefer to hear that a
doctor’s moral clarity leads to his or her unquestioned performance
of a procedure. In real-life ethical dramas, we want our heroes and
our villains. Our empathy breaks down for some reason when we
learn of people’s qualms.

There is a gulf between experiencing ambivalence and witness-
ing it.!° How an action looks differs from how that action feels if
you are the actor. There is no more compelling evidence than Stan-
ley Milgram’s famous experiments on obedience to authority. Psy-
chiatrists were asked to predict the maximum shock they believed
people would administer. The psychiatrists predicted that most sub-
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jects would not administer more than 150 volts and that only one
in one thousand subjects would administer the maximum 450 volts.
Psychiatrists were also asked to predict how they would likely
behave, as were college students and middle-class adults. Only 4 of
the 110 (3.6 percent) people asked thought they would go as high
as 300 volts, and only 25 of the 110 (22.7 percent) thought they
would administer more than 150 volts. The data from Milgram’s
experiment revealed that people’s actual conduct defied these
expectations. In the main version of Milgram’s experiment, 25 sub-
jects (62.5 percent) administered the maximum shock, and 36 of 40
subjects (90 percent) went beyond 150 volts.!! Analysis from the
eyes of an observer differs markedly from experience in the shoes of
an actor.

An experiment we conducted also revealed the discontinuity
between detached observation and involved action. We found that
people judge the fairness of a hardship imposed on employees simi-
larly whether they are observers of the hardship or managers about to
inflict the hardship. Reducing pay or laying off employees are both
seen as more unfair when done to augment corporate profits than
when done to offset a corporate loss. This holds true for third-person
observers reading about a company cutting pay, and it holds true for
first-person actors who must lay someone off. Although observers’
ethical judgments may parallel actors’ ethical judgments, actors’ real
experience overwhelms that arm’s-length judgment. We put people
through a simulation where they took on the role of a project man-
ager. They were introduced (on paper) to the project manager’s team,
given the project manager’s schedule for the coming week, and asked
to respond to a series of e-mails inquiring about scheduling and strate-
gic decisions. When pressed to lay off a member of the team, the
emotional experience reported by those in the manager’s role was just
as intense whether the layoff was intended to augment corporate
profits or offset a dire loss, and the amount of severance subjects
granted was comparable across those conditions. When people must
do the deed, the subjective experience of causing harm to someone
else produces a comparable experience across fairness conditions
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despite differing objective judgments of those conditions. And that
subjective experience revolves around ambivalence.

When people experience ambivalence, it provokes efforts to
resolve the ambivalence, to rationalize away one side of the equation
and thereby calm the emotions and discomfort. Often people favor
the side that protects them from their deepest fear: the loss of liveli-
hood, the admission of failure, or the implication of guilt. But that
may not foster leadership, whereas sustaining ambivalence may.

In situations that involve an ethical trade-off, even though one
side of the trade-off must ultimately be selected—for example,
harming a person to help an organization perform better—the other
side of the trade-off does not disappear. A person still loses his or her
job, and a tenant still loses a place to live. Philosopher Ruth Barcan
Marcus refers to this as the “residue” of moral dilemmas.!? Action
requires that we select a path, but the path selected does not eradi-
cate the legitimate claims and concerns of the losing side. Here is
where ambivalence can foster moral leadership. First, ambivalence
helps those who encounter ethical challenges keep track of the
moral residue and attend to that residue, even as they select the
other side of the dilemma. As one manager commented, “If there’s
a person across the table, even though from a business perspective
I’ve rationalized that it makes sense to do this, there’s still an indi-
vidual across the table whose life I'm impacting.” Second, ambiva-
lence sustains moral sensibility and guards against callousness. A
senior human resource manager and a veteran addiction counselor
explained their ongoing struggle with the cross-cutting emotions
unleashed by necessary evils, despite the myth that the task simply
becomes routine:

Human resource manager: “I just know that I have to fight
internally with myself not to say something that I want to
say like, ‘I really feel sorry for you and I wish I could remove
the pain for you.” . . . It’s painful to think you may be putting
somebody on welfare. Or you may be causing somebody’s
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family to break up or somebody’s kids not to be able to have
food. . . . Somebody else might tell you that it’s a piece of
cake, it’s nothing, it doesn’t bother me, it’s a job, | have to
do my job. But it’s always fighting it off for me.”

Addiction counselor: “We’re human. You're not supposed to
get close. You're supposed to leave the work at the door.
You're supposed to go home completely devoid of what
happened in the eight hours that you're there. Anybody
that can do that, please write the book and give them the
million dollars and then send me a copy of the book. It
doesn’t work. It works for those people who are not doing
this for the right reasons.”

Ambivalence reminds managers and doctors, police officers and
addiction counselors, that whatever their conduct in this instance,
multiple considerations and ethical claims were in play, and the res-
olution was neither clean nor clear. We suggest that people prepare
for ambivalence so that they can use ambivalence constructively.
Ambivalence signals an unresolved collision of considerations,
emotional reactions, and concerns. Ambivalence can therefore
serve as a cue to take quite seriously all sides of the situation, to
heed one’s instincts and intuitions, which are not completely
resolved. Preparing people for the experience of ambivalence is
essential, in part because this experience seems unfathomable to us
as observers not in the actor’s shoes.

To prepare people to exercise moral leadership, especially young
professionals and students, a different portrait of practical profes-
sional action must be conveyed, one that illuminates the reality of
ambivalence. To be clear, we are not advocating indecision, exces-
sive rumination, or paralyzing guilt. What we suggest, though, is
that if individuals in professions and organizations are to exercise
moral leadership—to judge wisely, plan action in the light of prin-
ciple, act with proficiency and resolve, and engage in exemplary
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conduct—we may need to prepare them for what moral action feels
like in practice. That includes the feeling of ambivalence.

Sense of Self

Morality focuses on what we owe others: on the rights they can
claim, on our duties toward them, and on the consequences of our
actions for them.!®> Moral leadership thus entails exemplary conduct
in attending to the rights, needs, and claims of others, even when
it is inconvenient and exacts a personal cost. In what might there-
fore be seen as a paradox, how a person treats others often hinges
more on how a person understands himself or herself than on any
thought that person gives to others. A manager, a doctor, and an
addiction counselor interviewed for our research illustrate how self-
construal guided what they did in ethically challenging situations:

Manager conducting a layoff: “I am not there as myself. [ am
there as the company. The company is an entity and the
company is ice and in many cases, people did not have full
responsibility for the decision, and in this one I had some
if not most of the responsibility.”

Doctor performing a painful procedure: “When the white coat
is on and when you’re being a doctor, it makes perfect sense
that you have to do this because it’s part of the job and you
know that you're expected to rise above the situation that
most people might have emotional difficulty doing. You're
the one everyone is counting on, so you fulfill your role.”

Addiction counselor expelling a client from a tough love program:
“I really liked this kid, and I really saw potential in him, but
he just couldn’t do it, and part of what I do is create a safe
environment for other clients. And I really had to step back
and allow myself to take on the responsibility of my title and
who [ am, and it was extremely hard for me.”
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How people make decisions, James March has proposed in his
“logic of appropriateness,” is a function of how people implicitly
understand three things: the situation they face, their role in that
situation, and the way that someone occupying their role in such a
situation typically acts.!* People intuitively enact behavior assumed
to be appropriate to the role they occupy in a given situation. How
they see themselves guides what they do.

An example comes from the forty-four managers in our study of
necessary evils—tasks that entail doing harm to advance an organi-
zational objective. The managers manifested two dominant ways of
approaching necessary evils."> Some emphasized fairness, quarantined
their own emotion, and focused on conveying information to the
harmed party. Others emphasized compassion, sought ways to inte-
grate their emotion into their conduct, and focused on assisting the
harmed party. The orientation of each group emerged from the dif-
ferent ways they construed their roles. The first group saw their role
as protecting the company from threat, whereas the second group saw
their role as protecting the target of harm from further injury. Neither
group neglected ethical considerations, but how they saw themselves
in their roles shaped the type of moral conduct they adopted.

An experiment we conducted also revealed the effect of self-
construal on moral conduct.'® Students had to inform peers that
those peers had been denied a scholarship. When subjects’ empa-
thy was primed subconsciously through a scrambled-sentence task
and a brief questionnaire, they came to see themselves not merely
as messengers but as helpers for the students. The emotion students
experienced toward unjust procedures and the compassion and
compensation they offered differed from the emotional experience
and compensatory actions of students not primed for empathy. Even
when the consequences of a situation remain the same for affected
parties—in this case, losing scholarship money—salient aspects of
an individual actor’s identity influence that person’s moral conduct.

If moral conduct depends as much on how an actor sees himself
or herself as it does on how that actor views others, then there is a
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curious implication for educating those whom we expect to exercise
moral leadership. The content of what students and future profes-
sionals learn about morality and ethics may be matched in impor-
tance by the implicit message sent by that content about who they
are. What do we mean by this? Beyond what philosophers teach
about different theoretical approaches to ethics, beyond what psy-
chologists teach about the causal antecedents of moral conduct and
misconduct, and beyond what other disciplines teach about the
content of moral responsibilities and action, each discipline con-
veys to its students an implicit sense of who they are. Social science
tells us we are much more products of our surroundings and cogni-
tive equipment than we may otherwise care to admit. Social science
has illuminated just how vulnerable we human beings are to act in
unethical ways. Breathtaking findings sober us to just how much

human behavior can be influenced by organizational features,'’
19

SO-
cial pressures,'® and cognitive tendencies.

In contrast, philosophy and even economic models ride on
assumptions about human beings’ capacity to act deliberately, on
the basis of reasoned assessments and conscious intentions. For bud-
ding professionals, philosophical approaches to ethics model care-
ful analysis, precise logic, and reflective equilibrium that moves
between tutored intuitions and rational principles.?’ Who we are,
philosophy implies, are beings capable of exercising careful thought
and control over our conduct.

Moral leadership requires that people see themselves through
both lenses. It requires an appreciation for the tremendous impact
that forces beyond our awareness may be exerting on our behavior.
Moral leadership also requires a sense of one’s capacity to exercise
deliberate control over choices and behavior. That is what sustains
our sense of ourselves as rational and reasonable actors. Internaliz-
ing both portraits of who we are can help people guard against
invisible, corrupting influences, on the one hand, and rise to the
level of our potential rational capacity, on the other.

[t is not just the juxtaposed portraits of human beings as agent
and actor that are important. Rather, moral leadership may require
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people to see themselves as a combination of actor and agent. Con-
sider time and ambivalence. When people experience time pres-
sures and the uneasiness of ambivalence, they are in the grips of
powerful forces that can unobtrusively shape conduct. They are
agents of causal influences. People cannot step outside those forces.
While being buffeted about, however, they can exert their creative
capabilities to operate constructively. They can function as actors
resourceful in their handling of the forces they face. A sense of self
that tells us we are responsible—Iliterally, able to respond to the
forces that bombard and grip us—may be crucial for those moments
when moral leadership is most needed and least likely because the
forces seem so overwhelming and insurmountable.

Conclusion

Budding moral leaders must be ready to manage time, use ambiv-
alence, and draw on dueling, and integrated, senses of self. These
provide no guarantee of moral leadership, but they do reflect the de-
manding experience of encountering real ethical challenges in prac-
tice. Expecting them and being ready to encounter them may make
the challenging waters that call for moral leadership more navigable.
Moral leadership is often identified with clear conviction, a capacity
to check impulsive temptations against principles, steadfast commit-
ment to a course of action, and courage in the face of personal costs.
We do not deny the need for clarity, resolve, and courage. But if they
are to survive the rapids of real ethical challenges, those from whom
we expect moral leadership must be equipped to handle those rapids.
The relentless pace of organizations and professional roles, the desta-
bilizing experience of ambivalence, and the implicit sense one has of
one’s identity and role churn those rapids. Learning that these chal-
lenges are coming and then actively navigating them can only help
increase the odds that moral leadership will indeed emerge.
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ETHICAL JUDGMENT
AND MORAL LEADERSHIP

Three Barriers

David Messick

There are three barriers to sound ethical judgments in situations
requiring moral leadership. The first of these is the invisibility of
bias. People are usually unaware of the factors that bias or skew our
ethical judgments, and we suffer from what we might call the illu-
sion of objectivity. How this happens is rather well known. I think
there are at least two components of this illusion. The first is the
tendency to see issues as lacking an ethical dimension. Tenbrunsel
and Messick have outlined several factors that lead to what we have
called ethical fading.! We use the verb to fade in the sense that col-
ors fade and lose their saturation and vibrancy. Ethical fading refers
to the gradual loss of ethical coloration in many situations. Lan-
guage euphemisms, the gradual slippery slope of many practices, and
our ability to find causal links in complex situations can lead to the
inference that a situation is devoid of ethical content.

However, even if we are aware of the ethical aspects of a situa-
tion, we easily form self-serving interpretations of the nature of the
ethical content. Research that Keith Sentis and I conducted many
years ago showed the self-serving quality of judgments of fairness,
for instance, and many subsequent studies have elaborated these
findings.” It is in some ways impossible for us to avoid the con-
straints of our histories and our experiences. I can try to see the
world from the perspective of a Cambodian sugar palm farmer, but

95
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[ can never escape the fact that it is [ who is imagining what this
other person is seeing. We rarely can know how our judgments are
being formed or influenced by irrelevant events.

The second barrier is the fact that often ethical principles do
not exist alone for us to admire and respect in isolation. It is often
the case that conflicting ethical principles arise in the same situa-
tion. For instance, a case that was related to me recently happened
in the Philippines when the manager of an agricultural products
company was informed that one of his salesmen had had his laptop
computer stolen. The theft rate was suspiciously high, and the lap-
tops were quite valuable. The manager found out that the report of
theft was false and that the salesman had merely kept the laptop for
his personal use. The decision had to be made as to whether the
salesman should be prosecuted by the law. The salesman was an
educated man with a potentially fine future, and the manager knew
that the minimum penalty under the criminal law of the Philip-
pines would result in a six-year sentence in prison, with the possi-
bility of as many as twenty years. Considerations of justice dictated
that the man should be prosecuted, but considerations of mercy led
to the belief that the man should be given a second chance and that
the penalty would be too harsh. The manager had been grappling
with this dilemma for weeks and had been unable to make a judg-
ment, not because there were no ethical standards to apply but be-
cause there were at least two and they led to diametrically opposite
judgments. Ethical judgments become difficult when more than one
principle is evoked and when the principles lead to opposing judg-
ments. Kidder has written extensively about such right-versus-right
conflicts.?

The third and final problem is that of having the courage to
make an ethical judgment in situations in which one may be wrong
or unpopular or ineffective for having done so. In the extensive lit-
erature on whistle-blowing, Micelli and Near claim that the pri-
mary reason potential whistle-blowers do not come forward is that
they believe that nothing will be done about their allegations.*
Moreover, some psychologists who study conformity, the tendency
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for people to make erroneous judgments when they witness others
having done the same, claim that there are two fundamental desires
in conflict in these situations: the desire to be right and the desire
to be liked. In situations with real moral ambiguity, like the right-
versus-right situations, a person might be both wrong and unpopu-
lar by taking a stand. Declining to take a stand, and thereby failing
to exercise moral leadership, reduces these risks. We know a good
bit about the dynamics of these situations, thanks to the pioneering
research of people like Latane and Darley and like Stanley Milgram,
but more emphasis needs to be placed on the design of cultures and
environments that promote moral leadership and sound ethical
judgments.

Ethical Fading

The first barrier that needs to be addressed is the process that allows
situations to become devoid of ethical content or coloration. As
Tenbrunsel and Messick use the phrase “ethical fading,” it refers to
the observation that situations that once may have evoked a strong
ethical response fail to do so. A number of processes can cause this
phenomenon.’ One such process is the slippery-slope phenomenon
that is well known in organizational contexts. An executive needs
to make the numbers expected by the “street” to maintain the price
of his stock. As the close of the financial period approaches, the
executive sees that she is likely to be slightly short. To avoid this,
she brings forward the revenue from a deal that technically will not
close until after the books are closed. This is a violation of generally
accepted accounting standards, but it is not a huge one. The rev-
enue from the deal is recognized this term instead of next. It is
wrong, but no big deal. However, this causes the executive to begin
the next period in the hole by the amount of the deal. She hopes
for a really big quarter, so the loss of the revenue from the one deal
will not be obvious. The miracle does not happen, however, so she
needs to bring the revenue from two deals forward this quarter: one
to get back to where she should have started and the other to make
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the targets expected. The gradual accumulation of ethical infrac-
tions begins to make the early ones seem innocuous and innocent.
If the practice is commonplace, it must not be wrong. Related to
this is the comment attributed to Stalin that “a single death is a
tragedy but a thousand deaths is a statistic.”

[ often experience a version of this phenomenon in my classes
when discussing bribery. In some firms, bribes are paid as a matter of
routine. The people who report that this is an ordinary way of doing
business, especially in some parts of the world, are shocked to learn
that others are outraged at the practice and that these people
earnestly believe that people who pay bribes should be fired and
firms that condone such actions should be shut down. In some
industries, in some parts of the world, the ethical prohibition and
shame of bribery has simply faded, and “considerations” are a mun-
dane business practice.

Calling bribes “considerations” illustrates nicely the second pro-
cess Tenbrunsel and Messick identified as maintaining the illusion
of objectivity: the use of euphemisms reduces or eliminates ethical
opprobrium. Bribes are surely bad, but considerations, or facilitation
fees, or priority access contributions, or any of a dozen other euphe-
misms, are less so, often because a euphemistic phrase is so abstract
that its meaning is obscure.

Even without seeking to intentionally bowdlerize descriptions
of one’s conduct, the choice of words can make us look good, espe-
cially in comparison to others. I quoted a student in one study who
said that her roommate “stole” her food from their joint refrigera-
tor, while she “borrowed” her roommate’s food.® The clever but
probably mindless choice of words made her actions seem ethically
acceptable while her roommate’s were not. In a follow-up study to
the one cited above, we explicitly examined the tendency of peo-
ple to select words that would fade any ethical connotations of their
acts relative to those of others. Previous research had shown that
people tend to differentiate themselves from others in terms of the
frequency or likelihood that they would do ethically positive or
negative acts. We tend to believe that we do good things more
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often and bad things less often than others. Cates and Messick actu-
ally allowed people to select, from a predesigned list, the frequenta-
tive adverb that best described their behavior and that of others.
The choices ranged from Never to Always.” The results were very
clear. With all of the morally laden actions described, people chose
adverbs that made them appear better than others. For instance,
with the phrase, “keep (my) (their) word,” the subjects who selected
the adverb for “keep my word” selected Always or Usually on aver-
age. The modal category was Usually. When the action was describ-
ing others, “keep their word,” the modal categories were Often and
Sometimes. The differences were statistically significant for “I usu-
ally keep my word” and “They sometimes keep their word.” These
choices of adverbs seem to describe reality to the respondents, hence
the illusion of objectivity and superiority that allows each of us, like
the children of the fictional Lake Wobegone, to be above average.
We should be reminded that while the use of language can have
subtle and unconscious effects on our ethical judgments, others may
see the intentional manipulation of language as unacceptable and
even fraudulent. A good case arose in the context of the Enron
debacle. Enron’s accounting firm, Arthur Andersen (AA), had ap-
proved many of the devious accounting ploys that Enron had in-
vented to mislead its investors. Shortly before the Securities and
Exchange Commission (SEC) and the Department of Justice (DOJ)
announced their investigations, the AA accountants had begun to
destroy the documents that pertained to many of these activities.
The criminal charge of obstruction of justice was brought by the
DQJ against AA. One document that was to play a pivotal role in
the eventual conviction of AA was written by Nancy Temple, an
attorney working for AA, to David Duncan, who headed AA’s
Enron team. This document, an e-mail, concerned Enron’s proposal
to describe a cost as nonrecurring, meaning that it would not have
to be entered as an ordinary cost on Enron’s books. David Duncan
had said that such a representation would be “misleading.” Temple’s
e-mail suggested that Duncan change the word misleading. She also
requested that her name be removed from the e-mail making this
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suggestion. The jury hearing the obstruction-of-justice case against
AA found this memo and the suggested change to be evidence of
the presence of a “corrupt persuader,” a finding they needed to bring
in a verdict of guilty. So AA was convicted of attempted bowdler-
ization, of trying to “fade” the unethicality of Enron’s deceptions.®

The third way people lose or transform the ethical quality of an
act is to find a causal interpretation that avoids the ethical conno-
tations. While the use of euphemisms involves the choice of the
right words or phrases, causal “cleansing” involves the selection of
the right causes. Social psychologists (and others) have long re-
ferred to the role of self-serving bias, that is, the tendency for peo-
ple to take credit (causal responsibility) for successes and shun
credit for failures.? In situations of even moderate complexity, the
causal structures are ambiguous. In retaliatory spirals, for instance,
like family fights or violence escalation in the Middle East, all par-
ties may claim that they are “reacting” to a provocation initiated by
others. No one thinks he or she “started it.”

If the causes of undesirable outcomes are many and intertwined,
one becomes more or less able to find a causal story that eliminates
ethical culpability for the story teller. One famous exercise of this sort
is the “Message to the Public” left by Robert E Scott after his failure
to reach a safe haven for himself and his men following his trek to the
South Pole in 1911-1912. Scott and the four men with him died on
the return, perishing a mere eleven miles from a supply depot that
could have saved their lives. This failure and the consequent fatal-
ities have been attributed to a series of poor decisions and blunders
by Scott, the leader of the expedition.!® However, Scott’s own ac-
count highlights the environmental causes: “The causes of the dis-
aster are not due to faulty organization, but to misfortune in all risks
which had to be undertaken.” He then describes the planning and
preparation as “perfection.”!! What was conspicuous to Scott as he
was dying and writing his defense was the poor weather and para-
lyzing cold. He did not focus on the fact that the depot that they
failed to reach ought to have been about thirty miles closer to the
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South Pole. Had the depot been laid in its intended position, they
would have secured the food and fuel. Scott himself had failed to
reach the intended position for the depot the previous summer, so
the fact that they were starving was his fault, but it was less obvious
than the cold and the blizzard.

A final illustration of the use of causal selection to fade ethical
responsibility may be seen in Eichenwald’s account of the Enron
debacle.!? Again, the failure of this huge American corporation was
the result of a multitude of factors ranging from the criminal con-
duct of some of its officers to the inattention of others who should
have observed, reported, and halted the criminal conduct. As the
company was beginning to evoke hard questions about its financial
health from business reporters, it found itself in more and more
trouble concealing its secrets. The stock price was falling, and this
decline was creating trouble with its ability to service its debts. Ken-
neth Lay, the CEQO, expressed his view that the company’s trouble
was caused by a hostile business press. The Wall Street Journal, he
said, has “a hate-on” for Enron.!*> Mark Palmer, the head of corpo-
rate communications, corrected him: “We’ve got forty billion dol-
lars in obligations and no cash flow. That’s the problem.”'* Lay was
looking for a cause that would shield him from blame. But Palmer
was right on target.

Perhaps the most profound and least tractable reason that our
biases are invisible is that we cannot be aware of how “we” might
have seen the world and the events in it had we been someone else.
We can only see the world as we see it. This seems banal on the one
hand, but it is profound on the other. Let me illustrate with a recent
example.

[ recently wanted to buy a pair of binoculars. I could shop around
and look through the different alternatives and see how the world
looked through those lenses. I bought the pair that I thought most
suited my purposes. I can think of my own consciousness as a pair
of binoculars through which I see the world. But I cannot shop
around to see how it looks from your consciousness or someone
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else’s. The best I can do is to pretend to be able to see through yours
while still looking through mine. So I can never see how the world
might look were I someone else. Nor can anyone else.

So consider the case of an engineer who is making a staffing
decision to decide who from among several candidates is going to
be promoted to a staff-level technical position. He has made a pro-
visional choice of a woman with excellent qualifications. Before
making the choice public, he takes it to his boss for approval. His
boss says, “I don’t think this is a good choice.” The engineer asks
why, and the boss replies, “You come from India, and many of the
people on your staff are of Indian background. There is a rumor that
you give preferential treatment to people of Indian ethnicity, and
the woman you have chosen fits this category. Her parents were
immigrants from India.” The engineer is offended and furious. He
is being accused of an ethnocentric bias in favor of Indian engi-
neers. He claims the people he promoted were better qualified than
any of the other candidates. It had nothing to do with ethnicity.
But how can he know that? Would he have made the same promo-
tion decisions if he had been born and educated in the United
States? Who can say? We can be sure that he was not consciously
trying to advance the careers of ethnic Indians and that he was
doing his absolute best to get the best people. But that is irrelevant
to this point.

Contextualizing Ethics

The second generic barrier to sound ethical judgment arises from
the fact that most of the ethical decisions and judgments that peo-
ple make in their lives are made in situations that are rich in con-
textual detail and built-in conflicts. It is rare that a situation evokes
one and only one ethical norm. When multiple principles become
engaged, considering only one and ignoring the others would usu-
ally be seen as an oversimplification. Let me illustrate. Consider a
physician who works for an health maintenance organization
(HMO) that treats several million customers or patients. Each of
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the patients has purchased a policy that describes the treatments
permitted under the policy and the cost of the policy. The more one
pays, the more services one gets. Our physician’s job is to deal with
atypical requests that arise when a patient seeks a treatment that is
not covered under the policy that the person has purchased. As the
physician described it, the treatment being sought is often for a
child with a newly diagnosed illness that could be fatal if untreated.
Sympathy and the desire to help the parents and the child dictate
that the treatment should be approved. However, justice, adhering
to the terms of the contract, denies the treatment. Which ethical
standard should rule? If one makes all calls in favor of the parents in
these cases, there is no incentive for people to purchase more
expensive options because they can receive treatments whether or
not they have paid for them. Furthermore, the profitability and, in
extreme cases, the very existence of the HMO could be jeopardized.
However, to decide always in favor of the HMO would be inhu-
mane, allowing people to go untreated when treatment is possible.
No matter which choice one makes in a situation such as this, it
will seem immoral and wrong to one of the parties. If the decision
is to approve the treatment, the physician’s boss can accuse the
physician of behaving irresponsibly, of “giving away the company’s
money.” But a decision to deny treatment could lead to the patient’s
death, and family members could claim that the physician was re-
sponsible. There is no single or simple “correct” decision here.

This is one illustration of what Kidder calls right-versus-right
ethical conflicts.”® He differentiates these conflicts from temptation
conflicts, conflicts between right and wrong, where one knows that
one of the options is ethically wrong but is still tempted to choose
it. Sometimes people act as if the heart of ethical judgment and
decision making involves making the right type of choices in temp-
tation conflicts, but my own experience is the opposite. The most
common types of ethical problems plaguing the people I encounter
are right-versus-right conflicts.

Kidder discusses four types of right-versus-right conflicts and
suggests that these categories may be exhaustive. One type he calls
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individual-versus-community conflicts. These are conflicts in which
the interests of one party are in opposition to those of a larger, more
inclusive party. For instance, an executive in charge of marketing
for a gaming company whose profits derive from gambling would
face this type of conflict if the executive also believed that gambling
was injurious to the health of the communities that supported it. [t
has been claimed that negative political ads, ones that attack an
opponent’s character, are effective in damaging the opponent, but
they also do damage to the credibility of all candidates and the
political system more broadly. Deciding whether to attack one’s
opponent would also be a conflict of this type.

A second type of right-versus-right conflict involves short-term
versus long-term trade-offs. A standard illustration of this type of con-
flict occurs when individuals or organizations stand to gain in a nego-
tiation or a sale by concealing unfavorable facts. In the short term,
concealment produces an advantage. In the long term, trust is lost
and reputation suffers if the deceived person discovers the deception.
A second illustration involves a customer who inadvertently pays too
much for a service or product. The question is whether to bring the
error to the attention of the customer and refund the overpayment,
or to allow the overpayment to stand. Refunds involve a short-term
cost, but they may buy long-term loyalty.

A third type of conflict Kidder labels truth versus loyalty. One
generic example occurs during economic downturns, when some
employees must be laid off. An executive involved in the downsiz-
ing knows that a good friend is going to be among the victims. If the
friend is given advance warning, she can begin to look for a job,
delay major purchases, and deal intelligently with the bad news. But
the executive is bound by a commitment not to reveal who the vic-
tims will be, and in some cases, even that there will be layoffs. Many
executives have found these conflicts to be highly difficult and
stressful. Loyalty to the friend requires disclosure of the bad news,
while loyalty to the firm prohibits it. Where does ethical judgment
lead one in a case like this?
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The final type of conflict that Kidder discusses involves justice
versus mercy. The case of the physician working for an HMO is an
illustration of this type of conflict. Justice requires that all parties
abide by their contractual commitment, whereas mercy dictates that
a family member receive treatment. Another classic example of this
type of conflict arises when an employee is found to have violated
company rules. An executive in one of my classes told of discover-
ing that an employee in her company (a large pharmaceutical firm
in Beijing) had been pilfering inexpensive office supplies. She had
been taking paper, ballpoint pens, staplers, and the like home. When
the employee, a promising college graduate with a degree in bio-
chemistry, was interviewed about the theft, she confessed and said
she was taking the material to give to her brother who was a student.
Her family, she claimed, was poor and could not afford to buy these
supplies that her brother needed for his studies. The theft of even
such inconsequential things was a clear violation of the company’s
policies, and the required response was termination of the employee.
However, this happened in China, where a dossier is kept on every
Chinese citizen, according to the executive. Dismissal for theft
would have been entered on this young employee’s dossier, and that
stain would have marked the employee for the rest of her life. She
would not have been able to get a job with a multinational company
ever again, she would have been denied a passport to permit her to
travel abroad, and she would probably have been required to take a
job teaching science in a rural school. The consequences would have
been harsh and permanent if she were fired. Mercy dictated that the
employee be given a second chance, while justice required that she
be dismissed. It is hard to see which of these actions represents moral
leadership. The compromise that the executive reached was to ad-
vise the employee to resign and look for another job. No black mark
was entered in her dossier, but the spirit of the corporate policy was
upheld. Ethical judgments often require such compromises among
competing ethical principles, making leadership a matter of com-
promise, balance, and half-steps.



106 MORAL LEADERSHIP

The Need for Moral Courage

The final barrier that I mention is one of the most difficult and most
studied: the need for moral courage. When I speak of moral cour-
age, | am referring to the conviction to do what one believes is the
right thing despite the risk of unpleasant consequences. Three pro-
totypical situations can be identified in which moral courage is nec-
essary for moral leadership: resisting immoral authority, risking
unpopularity, and blowing the whistle.

Resisting Immoral Authority

One common dilemma for executives concerns a boss who wants to
involve them in immoral conduct. Examples include refusing to tell
a customer about a quality problem in a product that the customer
has bought, promising a customer a timetable that is known to be
impossible, terminating or promoting an employee for inappropriate
reasons, misrepresenting the testing that has been done on a prod-
uct prior to sale, or falsifying a report to save money or time. One
recent illustration of this type of problem arose for a physician whose
hospital was scheduled to be closed by a new patient health care cor-
poration in order to save money. One consequence of the closure
was the virtually certain reduction in the assistance available for a
dependent subpopulation that had long been served by the hospital.
The physician, who was chief of staff of one of the hospital’s sections,
worked with community and activist groups to create political sup-
port that would prevent its closure. When the CEO of the corpora-
tion heard about those efforts, he called the physician into his office
and warned him that if he continued working with the opposition,
he would lose his position as chief of staff. The physician chose not
to stop working with the community groups, the hospital stayed
open, and the physician was replaced as chief of staff.

There has been a good deal written about situations of this sort,
and this is not the occasion for a full review. Experimental research
goes back at least to Milgram’s seminal studies on obedience to
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authority, followed by Kelman and Hamilton’s work on “crimes of
obedience,” and extended recently by Badaracco’s inquiries about
how people manage to do the right thing through “quiet leader-
ship.”'® While the literature offers many suggestions for coping with
immoral demands, the options generally boil down to four qualita-
tively different choices. First, one can display moral courage (or
recklessness), doing what one thinks is right and accepting the con-
sequences. This was the option that the physician chose. Second,
one can solve the problem by leaving the organization. Although
quitting is often the best option, the costs may sometimes be ex-
tremely high; leaving the armed services is an example. Third, one
can follow orders and do something that seems wrong and immoral.
The short-term solution may create long-term costs to one’s con-
science and self-regard. Finally, one can try to negotiate one’s way
around the orders and find a way to do the right thing without
being downright disobedient or disrespectful. The physician, for
instance, might have tried to convince the CEO that keeping the
hospital open was in the long-term best interest of the corporation,
as well as the patients to whom he was committed. Badaracco offers
wise ideas about how to conduct this type of negotiation. While the
last option may seem like one that compromises moral courage, it
may in fact be the most effective in the long run in creating morally
desirable consequences. In the long run, however, people are well
advised to exit organizations in which they feel that their moral
integrity is regularly assaulted.

Risking Unpopularity

Taking positions that can be predicted to be socially unpopular also
requires moral courage. Among the leaders who have shaped the
modern social and political landscape are many people who have
braved fierce opposition not only from powerful opponents but also
from extremists within their own group. The most visible examples
of this type of moral courage are individuals like Dr. Martin Luther

King Jr., Nelson Mandela, and Mahatma Gandhi. The ferocity and
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pervasiveness of the forces opposing such leaders are sufficient to
deter most of us from taking such risks. One need only remember
the brutal assaults on civil rights demonstrators in the American
South in the 1960s, or the quarter of a century that Nelson Man-
dela spent in a South African prison, or the beatings and imprison-
ment of Mahatma Gandhi, to understand the stakes. And the
dangers such leaders face are not just from the “other side.” Gandhi,
a Hindu, was assassinated by a Hindu. Itzak Rabin, the Israeli peace-
maker, was assassinated by an Israeli. His Egyptian counterpart,
Anwar Sadat, was assassinated by Egyptians. Indeed one reason that
moral leaders of this sort are so widely admired is precisely that they
are so rare.

Whistle-Blowing

The final situation in which moral courage is called for (and is often
missing) entails whistle-blowing. Typically these are situations in
which an observer witnesses wrongdoing and must decide whether
to expose it. The dynamics of the conflict depend on the details of
the situation. A student who witnesses his roommate cheating on a
take-home exam may have to decide whether to report the infrac-
tion. A police officer, like the fabled Frank Serpico of the New York
Police Department, may daily witness other officers accepting
money to protect gambling, prostitution, or drug operations, and
may experience powerful pressure to join in the graft. Here the con-
flict is, first, whether to participate, and, second, whether to report.
In some cases, the activity is clearly illegal, as was the case with Ser-
pico, but in others, the legality may be ambiguous, as was the case
with the accounting deceptions that were created by officers of
Enron and reported in a memo by Sherron Watkins. Watkins’s
memo sent on August 15, 2001, asked questions about the viability
and legitimacy of some of the special-purpose enterprises that were
being created within Enron to hide debt and create the illusion of
income. It is also relevant that Watkins’s memo was originally
anonymous. She did not sign it, presumably to avoid possible retal-
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iation. Anonymous whistle-blowing or leaking has the protection
that the leak may be shielded from the consequences of its actions.

Moral courage is required to blow the whistle on another per-
son or institution for many reasons. There may be personal recrim-
inations or threats, and injury or even death may result. In some
organizational cultures, like the New York Police Department, a
whistle-blower is considered a traitor. In others, like Enron, some-
one who questioned the financial gimmicks was considered hope-
lessly stupid, someone who just “did not get it.” Few self-respecting
executives wanted to risk getting this reputation. In religious orga-
nizations, one risked excommunication by taking reports of wrong-
doing outside the organization. In such cases, the threats concern
the most important aspects of one’s identity and livelihood. No
wonder it is so rare.

Two additional factors tend to suppress whistle-blowing. One is
the ambiguity about whether something is truly wrong. For in-
stance, in Enron, the accounting machinations were of such com-
plexity that casual observers could not judge if they were proper.
Employees were often assured that the arrangements had the bless-
ing of the lawyers and the accountants. So even if they suspected
fraud or criminal activity, they could not be sure. Yet their failure to
report could (and often was) taken as assent and approval.

The second factor is the perception that even if the infraction
were reported, nothing would be done about it. Why go to the
trouble and risk social ostracism if no remedies would be forth-
coming? Micelli and Near, in their study of whistle-blowing, cite
research that suggests that the fear of futility is more a deterrent to
whistle-blowing than the fear of retaliation.!” Even worse, if the
person or agency to which the problem is reported is actually part
of the problem, then blowing the whistle gives a warning signal to
those responsible. This was part of the problem that Serpico came
to perceive: that the higher-ups to whom he was reporting were
part of the criminal conspiracy. The sense that disclosure may be
futile or counterproductive often becomes a major barrier to pub-
licly denouncing wrongdoing.
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An obvious strategy to reduce such barriers is to reduce the
ambiguity about what is and is not permitted in an organization and
to have policies to clarify reporting channels when gray activity is
observed. Anonymous hot lines are a possibility, as is outsourcing
the reporting system to independent agencies that are empowered
to investigate the allegations. To combat the perception of futility,
organizations need to have some effective responses to allegations
of wrongdoing. At a minimum that will require launching investi-
gations of any reported misconduct, all charges, reporting the find-
ings to the whistle-blower, and providing some positive recognition
to the person making the allegations regardless of the outcome.
Such policies can reinforce the moral courage that is often required
to stand up and make a clear and public ethical judgment.

Conclusion

The three barriers to ethical judgment that [ have discussed—one’s
conviction of moral rectitude and objectivity, the moral complex-
ity of many situations faced by leaders, and the need for moral
courage—may be thought of as three forces that tend to render our
judgments self-serving, defensible, and safe. While I have made sug-
gestions for coping with each of these barriers, I also acknowledge
that these three C’s constitute a formidable coalition to sound eth-
ical judgment.
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Russell Hardin

In political leadership, the brunt of the problem of moral judgment
that leads to action is how well the judgment is institutionalized
and how effectively the action can be regulated. In particular, pub-
lic officials must be subjected to some degree of institutional over-
sight. This follows from two central facts. First, these officials are in
positions to take massive advantage of their roles, whose purpose is
public service. Second, in a complex modern society, individually
generated moral principles are not likely to constitute a coherent
and consistent body. Oversight must be guided by principles for
action that are clear to all. These principles constitute much of
what we might call the ethics of public officials.

Principles is perhaps a misleading term here. What is necessary is
something more nearly like laws or a code of behavior. Ethics in pub-
lic office is first and foremost a political problem in this sense: the
rules for behavior should generally be what the political process has
established them to be. No lawyer, no moral philosopher, no reli-
gious leader can tell us what those rules have to be or what they a
priori should be. Such experts might help us understand the prob-
lems and help resolve our minds on what to expect and what to do.
They cannot tell us what the “right” rules ought to be. There are
very few, if any, right rules that should specifically govern the actions
of public officials. Our code will not be an ideal code devised accord-
ing to abstract principles; it will be contextual in the sense that it
will be socially constructed by us for particular purposes.

111
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At the same time, the enforcement of morals should not be
purely political. We should not let the mood of the public decide
every case as it arises. There should be general rules and standard
procedures. As much as possible, I think we want to take actual cases
out of politics, although of course in some circumstances—such as
the impeachment of Bill Clinton, Richard Nixon, and Andrew
Johnson—the issues may be inherently political. But depoliticizing
standard, everyday cases can yield a substantial political benefit to us
in our politics. It should lead politicians and public officials to give
more attention to public policies, less to ideology and personality. It
also deflates the public tendency to deal emotionally with current
cases in the heat of the moment. Forcing the consideration of cases
through dull, even partly bureaucratic institutional procedures helps
to defuse emotional charges.

Now turn to the basic nature of the ethics of public officials.
Public officials—elected and appointed—are trustees, and we want
them to act as trustees. They are our agents. This is the problem
that public ethics must address. Unfortunately, it is often virtually
impossible to determine what actions fulfill the office of a political
trustee, especially an elected official as opposed to an official ap-
pointed to do a fairly specific range of things in a well-defined job.
Officials are elected by only a fraction of their constituents, and
even those constituents who vote for them may not have all their
views represented. Hence, holding such officials accountable is
extremely difficult and complicated.!

Such accountability is being aggravated in this new era of de
facto party realignment in many nations. In the United States, the
previously quasi-libertarian Republican party is now the great advo-
cate of government monitoring and control of private lives. Repub-
lican politics now heavily revolves around social issues and their
regulation by central government. These issues are quite diverse
and not ideologically related in systematic ways. In the United
States, for example, a traditional libertarian might oppose gun con-
trol, oppose giving religion a greater role in government and also
oppose giving government greater power to monitor citizens. Many
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Republican elected officials currently oppose gun control while sup-
porting the other two issues. A social libertarian is out of luck on
this package of views. The multiplicity of noneconomic issues and
their partial lack of coherence severely undercuts accountability.

Perhaps the biggest complaint against what some people call
the current ethics binge in the United States is that it distracts us,
or our public officials, from policies. Give us ethical policies, and we
will care less about the ethics of the policymakers. And we may be
using ethical concern with personal foibles to escape from the
harder issues of policy. These are the claims of various editorials,
and there is some truth to such complaints. Against even the little
bit of truth in them, note that it is also true that we can depoliticize
the treatment of ethical misfeasance by formalizing rules and set-
ting up relatively autonomous agencies to handle it. Then we could
also expect officeholders to pay keener attention to the content of
policies rather than to the behavior of their fellow officials.

[ will focus on a priori versus conventional ethics, on ordinary
individual-level morality versus institutional arrangements, and on
political versus legal and regulatory agency control of public ethics.
In general, I will argue that morality for public officials should be
functional in the sense that what it is right for some official to do is
what makes the official’s role work as intended. Indeed, professional
ethics should also be functional in this sense, as Deborah Rhode
argues for lawyers’ ethics.? Far more generally, we might agree with
David Hume that most of ethics is artificial in the sense that it
depends on social arrangements to make our ethics functional.?
Those arrangements entail the creation of particular kinds of role
with expectations of particular kinds of behavior in each role.
These claims are perhaps most conspicuously clear for the ethics
codes of various professional groups, such as doctors and lawyers.*
Those codes change to reflect changing circumstances, including
changing institutional circumstances such as the rise of big hospi-
tals and large law firms.

To characterize acting according to the requirements of an insti-
tutional role as moral requires that the purpose of the institution
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and its roles is at least benign. That is, we first have to justify the
institution and its purpose, and then we can justify the behavior of
role holders in the institution. I assume here that the governmental
institutions at issue are at least benign. My focus here is on individ-
ual behavior in institutions that exist to fulfill justifiable purposes.

A Priori Versus Conventional Ethics

In principle, the ethics of public officials must be what the law has
determined. There is no other and, especially, no higher authority
available to determine the content of such ethics. Legislators or
their advisers might refer to philosophical ethics, social psychology,
or organization theory for ideas, but the final force of whatever prin-
ciples are adopted will likely be their backing by legislation and
enforcement by other officials. These ethical standards cannot
depart from positive law, which is conventional in this same way.
Individuals might commonly suppose that their ethics is a priori:
there is a right or a wrong action, a good or a bad outcome. Ethics
of public officials, by contrast, must turn on many contingent facts
about the natures of public institutions.

Popular personal ethics has in fact often been a priori or intu-
itionist.’> Intuitionism in moral debate is used in two quite different
but intellectually related ways. First, there is the idea that we all
simply know what is the truly moral choice in various contexts—or
at least the former students of upper-class English public schools
such as Eton can do so, as H. A. Prichard believes. Prichard says
when we face a difficult moral problem, we merely have to let “our
moral capacities of thinking do their work.”® Immanuel Kant had
nothing but scorn on this move. “To appeal to common sense,” he
writes, “is one of the subtile discoveries of modern times, by means
of which the most superficial ranter can safely enter the lists with
the most thorough thinker, and hold his own.”” Twentieth-century
intuitionist ethics has largely been a disgrace to philosophy more
generally.
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Second, there is the supposition that serious moral philosophers
can test various moral deductions from theory against their direct
substantive moral intuitions. This supposition is slightly perverse
because it implies that we could skip our theories and go directly
with our intuitions. If the supposition is valid, why waste time with
theory?

These are both absurd propositions absent any explanation of
just how it is that we come to have true substantive moral ideas
lodged in our minds. Earlier philosophers supposed that God was
responsible.® That peculiar move is not available to most of us
today. Any claim that we all know what is morally right or good fal-
ters in the face of the variety of moral ideas that people, including
philosophers, view as self-evident. There are compelling social psy-
chological explanations of how we might come to believe in par-
ticular moral claims, and those explanations do not entail or require
that the beliefs are true.’

For public officials, the process of ethical decision making is
quite different and entails the functional relation of role holders’
actions to their institutional purposes. Morality for these individu-
als is at least partially conventional. It is like law in that it is legis-
lated or devised by some governing or advisory body. It is also likely
to be written into a code, such as the Code of Conduct of the City
of Chicago Board of Ethics. Unlike a body of rules in ordinary
morality, the code can be overseen, enforced, and revised by an
authoritative body. By comparison, the ordinary ethics of a modern
society is a morass of often conflicting, seldom enforceable rules
grounded in quite different background principles. Any sponta-
neous ruling on what should be the ethics of the roles in an agency
would therefore likely be incoherent and inconsistent.

The law and a code of enforced ethics can regularize behavior
more readily and pervasively than any ordinary ethics can. If we
want moral guidance for public officials and leaders, this is the form
we should want it to take: consistent, relatively thorough, codified,
transparent, institutionalized, enforceable, and subject to revision
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with experience. Enforcement must be consistent but not partisan.
This is admittedly hard to guarantee because public office enforce-
ment is likely to be subject to political constraints. As in the exam-
ple of the three U.S. presidential impeachment proceedings, having
one’s own party in control of Congress is likely to be a protection
against removal from office.

Individual-Level Morality
Versus Institutional Arrangements

[t is generally true that we want to have particular political institu-
tions because of what they will do for us. We should therefore want
their design to be functional. Morality within a role in an institution
is therefore at least partially conventional and contingent. Moreover,
institutional morality is at least partially consequentialist because we
create institutions in order to accomplish various objectives; we want
them for their consequences. As Thomas Nagel notes, consequen-
tialist considerations and impartiality play special roles in the moral
assessment and justification of institutions.'® To judge a political insti-
tution or role or act without attention to its consequences would typ-
ically make no sense. The chief reason for creating any institution is
to affect the world in some way, to have consequences. One might
hold that personal ethics should not be consequentialist, but it is
incoherent to suppose that politics is not consequentialist.

In sum, we require institutional help if we are to accomplish
many of our purposes, such as maintaining an orderly society in
which individuals can prosper, maintaining fair standards in bring-
ing people to account for misbehavior of various kinds, and carry-
ing out collective purposes, such as building infrastructures for our
activities. To accomplish these ends, an institution must address
moral behavior. For example, it constrains its role holders to keep
them from doing some things, and it enables them to do other
things. When an institution fails to achieve its purpose, we may
charge the failure to one of two causes. The first is misdesign of the
institution for its purpose; the second is failure of role holders



MORALS FOR PUBLIC OFFICIALS 117

within the institution.!! Of course, a well-designed institution
includes devices for correcting failures of role holders.

Political Versus Legal and
Regulatory Agency Control

The view of the functional morality of officials and role holders
more generally is especially congruent with one of the traditional
conceptions of law, as associated roughly with Thomas Hobbes, Lon
Fuller, and many others. This conception is that law is facilitative,
that it serves a coordination function.!? Through helping us coor-
dinate our activities, law serves our mutual advantage. It is con-
cerned, for example, not with whether we make an exchange but
whether, if we wish to do so or we stand to gain from doing so, it
will facilitate our doing so. Contract law, tort law, and much else
are, in this sense, parts of the facilitative branch of the law. Fuller
even argues that laws that are not facilitative but that attempt to
block voluntary mutual choices, such as laws against crimes with-
out victims, fail because their moral status as law is unjustifiable.

We can accept Fuller’s more or less causal account without
accepting his vocabulary of the morality of law. The reason for the
seeming failure of laws against crimes without victims is that those
laws do not serve mutual advantage. By contrast, regulation of the
ethics of public officials, if it is directed at their fit with their func-
tionally defined roles, is mutually advantageous to the larger soci-
ety. It establishes guidelines for behavior and sets expectations. It is
prospective and facilitative and therefore has the character of law,
but law that is directed at the institutions of government and its
legal system rather than at the larger society.

Indeed, one may sensibly claim that in the adjudication of any
litigation, the judicial focus should be “not the resolution of the
immediate dispute but its impact on the future conduct of others.”!?
This view might even be read as the focus of the common law, as
argued by Justice Learned Hand in what is now called the Hand
rule. When a judge resolves a case, the most important part of the
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resolution is its effect on future behavior. This should therefore be
a central part of the judge’s concern in reaching a verdict.

There is an important side benefit of making ethics a matter of
regulation and law and not merely of political discretion. Clarifying
rules and expectations induce people to be less careless about their
actions. This was the experience of the early days of the Board of
Ethics of the City of Chicago (established under the Ethics Ordi-
nance of 1987).1* Many, perhaps most, of the cases that arose in the
first years were inquiries about whether certain actions would be pro-
hibited under the ethics ordinance. Officeholders seemed at first to
be mildly irritated when the board initiated inquiries. In the longer
run, they become more attentive to the appearance of conflict of
interest and developed patterns for insuring ethical compliance.

Division of Labor in Official Ethics

One of the great advantages of making ethics a matter of institu-
tional rather than strictly personal determination is the reliance on
a division of labor in developing, codifying, and appropriate stan-
dards of conduct overseeing ethics. Reliance on individual moral
beliefs would not generate a coherent set of norms. By contrast, a
code that has experts contributing to its design and content enables
others to focus on their institutional roles. For everyone to attempt
to assess the ethics of their actions would not contribute signifi-
cantly to getting their jobs done or even done well.

If it is implausible that individuals’ spontaneous choices would
lead to a coherent code, it is also inconceivable that a single indi-
vidual or even committee could craft a complete code that would
stand the test of time. The many failed efforts to construct utopian
societies suggested the problem. To read, for example, James Har-
rington’s Commonwealth of Oceana is to be teased with the extraor-
dinarily dreamlike character of the argument. How could anyone
have thought to lay out, in essentially fictional form, how a society
should be constructed by a single clever designer? Harrington has
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various participants in his idealized society give long speeches on
how things are to work. None of these speeches appears plausible,
and none of the complicated structures he proposes (down to spe-
cific salaries for certain officials) would survive long even if they
could be gotten under way to begin with. Harrington’s utopia is pre-
sented in a dazzling display of silliness not unlike science fiction at
its most bizarre.

In the division of labor in modern society, no one person could
have a comprehensive overview of the organization of leadership.
If we are to create a workable code that would affect behavior in
morally positive ways, we will need multiple participants in the
design. This is true of legal standards more generally, both in codi-
fied law such as the Napoleonic Code or the Anglo-Saxon common
law. Both have been refined continually; no one could have formu-
lated them in anything like their present forms without the expe-
rience of centuries. A code of ethics for political leaders is not
complicated, but it too requires the distillation of experiences from
multiple perspectives.

Consider one historical example of the development of such a
body of ethical principles. George Washington Plunkett of the Tam-
many political machine in New York City spoke proudly of his prac-
tices, which today would count as corrupt but that he thought
honorable and astute. He distinguished honest and dishonest graft
and claims that “I seen my opportunities and I took ‘em.” Plunkett
died as a highly honored millionaire. Today, those in positions such
as Plunkett’s who take similar opportunities risk ending their careers
in jail. Today we understand official misfeasance better for having
read of Plunkett’s practices and his rationalizations of those practices.
As noted later, the very idea of conflict of interest was not clearly
articulated in Plunkett’s time (he died in 1924), and its specific sig-
nificance for a governmental ethics was not yet a crucial concern.
Since his time, the standards on conflicts have seen a sea change.

The functional fit of a code of ethics with the purposes of insti-
tutions it governs recalls a distinction between Ronald Dworkin’s
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and Richard Posner’s views of the law more generally.!> Dworkin
looks to constitutional and moral theory to resolve contested issues;
Posner looks to economic efficiency. Posner’s stance would often
require empirical rather than normative data. Posner believes that
when judges engage in legal reasoning, the process is not much dif-
ferent from ordinary reasoning about nonmoral issues. Rarely do
they engage in distinctly “moral reasoning.” And when they do,
academic moral philosophy is unnecessary. For example, “such
political innovations as republicanism, the separation of powers, the
system of checks and balances, and the secularization of politics can
be . .. detached from their philosophical aegis and evaluated with-
out regard to philosophical principles.”'®

In fact, this process is rarely easy for a typical judge, who, when
the law runs out, will likely flounder. Few if any judges are expert in
academic moral theory or in the social sciences that would be nec-
essary for determining the functionality of a rule in a case at hand.
Fortunately, we have a division of labor in law to deal with such
concerns. We can refer them to a legislative body or to higher
courts that specialize in cases where competing values are at issue.
Most judges will be well served if the law is clear enough to resolve
ordinary disputes. Similarly, the overseers of ethical code will be at
their best when rules are clear and speak directly to conduct at
issue. When they fall short as decision makers they should follow
Posner’s vision rather than Dworkin’s. The basic rationale for a code
of conduct is to fit behavior with the purposes of the institution. Its
reputation should be procedural rather than moral and should draw
more from empirical data than abstract theory.

We might also take advantage of the power of an institution to
enforce morality of other kinds, as in policies on affirmative action
or on sexual harassment, imposing these norms on influential insti-
tutions such as major corporations, universities, hospitals, and pub-
lic accommodations. In general, it seems likely that the best agency
for enforcing these broader social values would be a public oversight
agency, not a body within the institution at issue. The public pol-
icy objective is to make it effective, consistent, and fair enforce-
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ment of these values. That task is best undertaken through officials
accountable to society generally, not to particular institutions.

Conflicts of Interest

Contflicts of interest are a pervasive feature of human life, and there
is nothing inherently immoral about them. You and [ may have a
conflict of interest over which of us gets a particular job or public
benefit, and it is typically not wrong for one of us to end up the win-
ner. But there are many conflicts of interest that compromise the
role of public officials. The rewards of public office—mostly salary
and related benefits—are established by law. Government employ-
ees should not use the power of their office to extract additional
rewards in the form of bribes, gifts, jobs for relatives, and so forth.
To take an obvious example, public officials should not help to
award a government contract to their spouse’s construction firm,
law firm, travel agency, or consulting firm. Self-interest should not
distort the prices your agency pays for the relevant services.

Some well-known case histories bring the point home. Former
U.S. Attorney General Ed Meese arranged government jobs for peo-
ple who loaned him money when his credit rating was very bad.
Spiro Agnew, while governor of Maryland, took bribes for giving out
contracts for public works. Dozens of other examples over the past
quarter-century come readily to mind. Many involve illegal actions,
as in Agnew’s case. They would not even qualify as Plunkett’s hon-
est graft.

To ensure public trust, government officials would do well to
avoid even the appearance of a conflict of interest. This may raise
the most difficult issues for codes of public ethics. Should we pro-
hibit conduct that raises the appearance of conflicts? The answer
largely should turn on how much difference we think it makes to
the functioning of public officials and of public agencies overall.
This will be a matter of political sociology, not of a priori morality.
If prohibition on apparent conflicts of interest means that public
bodies such as legislative committees or ethics boards must invest
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great effort in investigating actual conflicts of interest, that may be
all to the good. Perhaps more important, if appearances of conflicts
of interest cast public doubt on an official’s reliability, that is also a
strong reason for the public to ban them.

The term conflict of interest first appeared in a court decision in
the United States in 1949.17 Now it is in hundreds of codes and
statutes governing behavior of public officials. It also applies to cer-
tain activities of private citizens such as insider trading. Unless we
are total hermits with no ties to anyone (and therefore not reading
this discussion), we all face conflicts of interest. Until about a hun-
dred years ago, almost no one thought this fact to be a problem
except in extreme cases, such as bribery or treason. Today it is one
of the central crises of eroding trust in government. Why? In part,
because large government institutions affect ever more of our lives.
We want the officials within these organizations to act disinter-
estedly to serve public, not private, objectives. Their motivations
should be transparent and untainted by their own priorities.

Given their pervasiveness in all our lives, conflicts of interest
are not intrinsically immoral. To suffer a conflict of interest does not
require evil intention or character weaknesses. Whether a particu-
lar action constitutes unjustifiable conflict of interest is a contingent
fact. Often it is the role of the actor that is definitive. For example,
investment firms sell stocks on behalf of companies; they also advise
individual investors on which stocks to buy. They clearly face an
inherent conflict of interest, although their agents may claim to be
entirely honest in their recommendations.'® But private citizens can
advise someone to buy their stocks on which they expect to incur
losses. Because they are not acting in an agency relationship, they
may profit from the transaction as long as they make no fraudulent
representation.

Three Potential Distortions

If we establish enforcement mechanisms for ensuring the ethics of
public officials, several complications can arise. For example, the
enforcers might punish an action that is functional, fail to punish
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one that violates the institution’s purpose, or even abuse their
power to sanction officials who have not violated their role re-
quirements. All three of the presidential impeachment proceed-
ings happened when the president’s party was in the minority in
both houses of Congress. In all three cases, much of the motivation
was self-evidently political rather than moral or constitutional, al-
though Nixon was sufficiently involved in covering up criminal
activity to constitute grounds for removal from office. A com-
pletely independent, apolitical Justice Department might have
pursued the case against Nixon but likely not the other two. In
addition to the possibilities of such enforcement problems, which
are characteristic of legal systems in general, there are at least three
distinctive difficulties connected with ethics and public officials.

First, institutional roles can encourage actions that violate ordi-
nary principles of personal morality. Nagel notes that an agent
might be expected to do for the principles what the principles ought
not do for themselves.!” Reinhold Niebuhr similarly notes that indi-
viduals with the best of intentions may serve vicious policy.? Iron-
ically, public immorality seems to be less tarnishing than private
immorality despite the extent of the consequences. In Nagel’s
example, Vice President Spiro Agnew is far more reviled for his per-
sonal corruption than Henry Kissinger is for his policies that re-
sulted in civilian casualties on a massive scale. Hume remarks that
“there is a system of morals calculated for princes, much more free
than that which ought to govern private persons.”?! His point was
to describe, not to justify, that system. His explanation of the dis-
parity between official and personal morality intended to distin-
guish between states that have less frequent and more distant
human interactions than do individuals. The highest costs of
Kissinger’s policies were borne by Vietnamese and Cambodian cit-
izens far removed from the concerns of most Americans.

The Agnew and Kissinger examples are not strictly comparable
in an important sense. Agnew’s actions of taking bribes from con-
struction companies that wanted to do business with the state of
Maryland were a violation of his role morality. Kissinger’s behavior
in bombing Cambodia was not such a violation. To judge immoral
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requires some general moral theory. From that vantage, although
Kissinger’s actions were not in violation of his role morality, it was
his role that enabled him to act immorally. We might want our
standards of ethics for public officials to encompass acts that are
immoral by conventional definitions, but finding a consensus on
what those actions are may be impossible except in extreme cases.

A second problem is what theorists label professional deforma-
tion. Officials may tend to see it in their personal interest (or even
their duty) to work for what seems to be the good of their agency,
even where it conflicts with broader social interests. We must want
a code for officeholders. One function of a specific ethical code is to
restrain such organizational loyalty.

A third difficulty arises when violations of ethical codes raise
issues of criminal liability. When public officials are accused of
crimes, they are entitled to the same constitutional protections as
any other citizen. Those protections are designed to ensure a just
system free of constitutional abuse, and public servants should not
be required to waive their rights and testify against themselves as a
condition of retaining their office. For example, mere refusal on
their part to testify about their activities cannot be used as prima
facie evidence of their guilt.

By contrast, when public officials are questioned about their
ethics outside the criminal justice system, they deserve no such pro-
tections; we need not suppose they are protected by such rights.
When an ethics committee oversight body investigates a conflict of
interest, it can take an employees’ refusal to answer questions as
prima facie evidence of an actual conflict. This is simply a cost of
serving as a public trustee.

Conclusion

We might see society as a collection of individuals or as an orga-
nized endeavor for mutual purposes. Philosophical ethics often is
tacitly founded on the first view. The second view is necessary to
understand the ethics of role.?? Few of today’s moral theorists
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actively address politics in the rich ways that Hume, William Paley,
John Stuart Mill, and almost all other major philosophers before
the twentieth century. Paley entitled his book The Principles of
Moral and Political Philosophy. Almost no one writing today could
label their books in a way to imply that they see the enterprise of
moral and political philosophy as one, as Paley, Hume, and Mill
obviously believed. It is a peculiarity of twentieth-century moral
philosophy that it became almost exclusively personal or individual
in its focus. The shift in thinking began with a flood of intuitionist
moral philosophy (for example, Prichard’s writings) early in the
twentieth century and G. E. Moore’s (1903) idealistic and practi-
cally irrelevant variant of utilitarianism.”®> These works rightly lie
almost entirely unread today, although intuitionism is still a signif-
icant, if intellectually destitute, enterprise. When contemporary
philosophers discuss leadership in the context of an organization,
they commonly focus on personal responsibilities of its occupants.
All too often these theorists neglect the issues of institutional func-
tion and design.

Those are the issues that must be acted on ethical codes and
standards of public officials. For these agents of the state, moral
behavior in role must align individual behavior with the institu-
tional purposes. Often our standards of a judgment will be essen-
tially utilitarianism. Depending on the institution, the question
may be what ethical requirements for officeholders will best serve
the public welfare, enhance fairness, and uphold individual rights.

If we wish to promote conduct by public officials that will serve
such institutional purposes, we should focus on two organizational
strategies. First, at the stage of designing public institutions, we
should build in natural incentives for behavior consistent with
institutional goals.?* Second, we must create oversight to monitor
officials’ behaviors. The morality we seek is morality that function-
ally serves the purposes of our political institutions.
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THE PSYCHOLOGY OF POWER

To the Person? To the Situation?
To the System?

Philip G. Zimbardo

Evil is intentionally behaving—or causing others to act—in ways
that demean, dehumanize, harm, destroy, or kill innocent people.
This behaviorally focused definition makes a leader responsible for
purposeful, motivated actions that have negative consequences to
other people. It excludes accidental or unintended harmful out-
comes, as well as the broader, generic forms of institutional evil, such
as poverty, prejudice, or destruction of the environment by agents of
corporate greed. But it does include responsibility for marketing and
selling products with known disease-causing, death-dealing proper-
ties, such as cigarette manufacturers, or other drug dealers. It also
extends beyond the agent directly accountable for aggression to
encompass those in positions of authority whose orders or plans are
carried out by subordinates. This is true of political and military lead-
ers, such as Hitler, Stalin, Mao, Pol Pot, Idi Amin, Saddam Hussein,
and other tyrants.

The same human mind that creates the most beautiful works of
art and extraordinary marvels of technology is equally responsible

This chapter is a modified version of my presentation for the Stanford Center on Ethics
Symposium on Moral Leadership February 25, 2005. It relies on my recent chapter, “The
Social Psychology of Good and Evil: Understanding Our Capacity for Kindness and Cru-
elty,” published in The Social Psychology of Good and Ewil, ed. Arthur Miller (New York:
Guilford Press, 2004), 21-50.
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for the perversion of its own perfection. This most dynamic organ
in the universe has been a seemingly endless source for creating
ever more vile torture chambers and instruments of horror: the con-
centration camps of the Third Reich, the “bestial machinery” of
Japanese soldiers in their rape of Nanking, and the recent demon-
stration of “creative evil” of 9/11 by turning commercial airlines
into weapons of mass destruction.! How can the unimaginable be-
come so readily imagined?

My concern centers around how normal individuals can be
recruited, induced, and seduced into behaving in ways that could
be classified as evil and the role of leaders in that process. In con-
trast to the traditional approach of trying to identify “evil people”
to account for the evil in our midst, [ will focus on the central con-
ditions that underpin the transformation of good, or average, peo-
ple into perpetrators of evil.

Locating Evil Within Particular People:
The Rush to Judgment

“Who is responsible for evil in the world, given that there is an all-
powerful, omniscient God who is also all-Good?” That conundrum
began the intellectual scaffolding of the Inquisition in the sixteenth
and seventeenth centuries in Europe. As revealed in Malleus Malefi-
carum, the handbook of the German Inquisitors from the Roman
Catholic church, the inquiry concluded that the devil was the
source of all evil. However, these theologians argued that the devil
works his evil through intermediaries, lesser demons, and, of course,
human witches. Therefore, the hunt for evil focused on those mar-
ginalized people who looked or acted differently from ordinary peo-
ple, who might, under rigorous examination or torture, be exposed
as witches and then put to death. As historian Ann Barstow notes,
the victims were mostly women who could readily be exploited
without sources of defense, especially when they had resources that
could be confiscated.?

Paradoxically, this early effort of the Inquisition to understand
the origins of evil and develop responses to evil instead created new
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forms of evil. It exemplifies the risk of simplifying complex problems
by blaming individual perpetrators.

The same risk emerged following World War II, when a team of
psychologists sought to make sense of the Holocaust and the broad
appeal of national fascism and Hitler.> Their focus was on the au-
thoritarian personality: a set of traits underlying the fascist men-
tality. However, what they overlooked was the host of processes
operating at political, economic, societal, and historical levels of
analysis that influenced so many millions of individuals to revere
their dictator and hate Jews.

This tendency to explain observed behavior by reference to dis-
positions, while ignoring or minimizing the impact of situational
variables, is what Stanford psychologist Lee Ross has called the fun-
damental attribution error.* We are all subject to this dual bias of
overemphasizing dispositional analyses and underemphasizing situ-
ational explanations. We succumb to this effect because so much of
our education, training, and law enforcement are geared toward a
focus on individual orientations. Dispositional analyses are a cen-
tral operating feature of cultures that are based on individualistic
rather than collectivist values.” Thus, it is individuals who receive
praise, fame, and wealth for achievement and are honored for their
uniqueness, but it is also individuals who are blamed for the ills of
society. Our legal, medical, educational, and religious systems are all
founded on principles of individualism.

Dispositional analyses always include strategies for behavior
modification to assist deviant individuals, by education or therapy,
or to exclude them from society by imprisonment, exile, or execu-
tion. Locating evil within selected individuals or groups has the
virtue of rendering society blameless. The focus on people as causes
for evil then exonerates social structures and political decision mak-
ing for contributing to underlying conditions that foster evil:
poverty, racism, sexism, and elitism.

Most of us take comfort in the illusion that there is an imper-
meable boundary separating the evil (them) from the good (us).
That view leaves us with less interest in understanding the motiva-
tions and circumstances that contributed to evil behavior. But in
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fact, as is clear from the Russian novelist Alexander Solzhenitsyn,
a victim of persecution by the Soviet KGB, that the line between
good and evil lies in the center of every human heart.

[t has been my mission as a psychologist to understand better
how virtually anyone could be recruited to engage in evil deeds that
deprive other human beings of their lives, dignity, and humanity.
So I have always begun my analyses of all sorts of antisocial behav-
ior, even the most horrendous instances of evil, with the question,
“What could make me do the same thing?” And furthermore, |
wonder what set of situational and structural circumstances empow-
ered others—maybe similar to me—to engage in deeds that they
too once thought were alien to their nature.

The answers underscore the extraordinary capacity of the human
mind to adapt to virtually any environmental circumstances in order
to survive, create, and destroy as necessary. We are not born with ten-
dencies toward good or evil but with mental templates to do either,
more gloriously than ever before, or more devastatingly than ever
experienced before—as the terrorist attacks of September 11, 2001,
revealed. It is only through the recognition of our shared human con-
dition that we can acknowledge vulnerability to situational forces.
Although the research summarized in this chapter focuses on identi-
fying processes by which ordinary people can be seduced or initiated
into engaging in evil deeds, the time has also come to better under-
stand how ordinary people can resist such forces and promote proso-
cial behavior. If we want to develop mechanisms for combating
transformations of good people into evil perpetrators, it is essential to
learn first the causal mechanisms underlying those behavior changes.

Blind Obedience to Authority:
The Milgram Investigations

Stanley Milgram developed an ingenious research procedure to dem-
onstrate the extent to which situational forces could overwhelm
individual will to resist.® He shocked the world with his unexpected
finding of extremely high rates of compliance to the demands of an



THE PSYCHOLOGY OF POWER 133

authority figure to deliver apparently dangerous electric shocks to
an innocent victim.’” He found that about 67 percent of research
participants went all the way up to the top shock level of 450 volts
in attempting to “help” another person learn appropriate behaviors.
Milgram’s study revealed that ordinary American citizens could so
easily be led to engage in “electrocuting a nice stranger” as the Nazis
had been led to murder Jews.

After this initial demonstration with Yale College students, Mil-
gram went on to conduct eighteen experimental variations on more
than a thousand subjects from a variety of backgrounds, ages, and edu-
cational levels. In each of these studies, he varied one social psycho-
logical variable and observed its impact on the extent of obedience by
a subject to shock the “learner-victim,” who pretended to be suffering.
The data told the story of the extreme pliability of human nature.
Almost everyone could be totally obedient, or almost everyone could
resist authority pressures; it depended on situational differences. Mil-
gram was able to demonstrate that compliance rates could soar to 90
percent of people who delivered the maximum 450 volts to the
learner-victim, or could be reduced to less than 10 percent of total
obedience by introducing one variable into the compliance recipe.

Want maximum obedience? Provide social models of compli-
ance by having participants observe peers behaving obediently.
Want people to resist authority pressures?! Provide social models of
peers who rebelled. Interestingly, almost no one shocked the learner-
victim when he actually asked to be shocked. They refused author-
ity pressure when the target seemed to be a masochist. In each of the
other variations on this diverse range of ordinary Connecticut citi-
zens, low, medium, or high levels of compliant obedience could be
readily elicited as if one were simply turning a human nature dial.

What is the expected rate of such obedience in the Milgram set-
ting according to experts on human nature? When forty psychiatrists
were given the basic description of this experiment, their average
estimate of the number of United States citizens who would give the
full 450 volts was only 1 percent. Only sadists would engage in such
behavior, they believed. These experts on human behavior were
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totally wrong because they ignored situational determinants. Their
training in psychiatry had led them to overly rely on dispositional
explanations. This is a strong instance of the operation of the fun-
damental attribution error in action.

Ten Steps to Creating
Evil Traps for Good People

What were the procedures in this research paradigm that seduces
many ordinary citizens to engage in such apparently abusive behav-
ior! These procedures parallel compliance strategies used in many
real-world settings by “influence professionals” such as salespeople,
cult recruiters, and national leaders.’

These are the influences that will lead ordinary people to do
things they originally believe they would not:

1. Offering an ideology that justifies any means to achieve a
seemingly desirable goal. In clinical experiments like Mil-
gram’s, the rationale is helping people improve their memories.
For nations, it is often a “threat to national security” that justi-
fies going to war or suppressing dissident political opposition.
This is the excuse that fascist governments and military juntas
have frequently used to destroy socialist or communist opposi-
tion. When citizens fear that their national security is being
threatened, they are all too willing to surrender their basic free-
doms. In the United States, the fear of terrorism has led many
citizens to accept torture of prisoners as a necessary tactic for
securing information that could prevent further attacks. As
research by Susan Fiske and her colleagues indicates, that rea-
soning contributes to ordinary people’s willingness to torture
enemy prisoners in contexts like Abu Ghraib prison.’

2. Arranging some form of contractual obligation, verbal or written.

3. Giving participants meaningful roles to play (teacher, stu-
dent) that carry with them previously learned positive values
and response scripts.
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10.

. Presenting basic rules to be followed that seem to make

sense prior to their actual use, but then can be arbitrarily
used to justify mindless compliance. Make the rules vague,
and change them as necessary.

. Altering the semantics of the act, the actor, and the action

(from hurting victims to helping learners); replace reality
with desirable rhetoric.

. Creating opportunities for diffusion of responsibility or

suggesting that others will be responsible or that the actor
will not be held liable.

. Starting the path toward the ultimate evil act with a

small, insignificant first step (only 15 volts in the Milgram
experiment).

. Gradually increasing steps on the pathway to abuse, so that

they appear no different from prior actions. Increases of only
30 volts presented no noticeable difference in harm to the
Milgram participants.

. Changing the nature of the influence authority from initially

“just” and reasonable to “unjust” and demanding, which elic-
its confusion but continued obedience.

Making the exit costs high by allowing the usual forms of
verbal dissent (that make people feel good about themselves),
while insisting on behavioral compliance (“I know you are
not that kind of person; just keep doing as I tell you”).

Such procedures can prepare people psychologically to do the

unthinkable.

On Being Anonymous:
Deindividuation and Destructiveness

The idea for my doing research that used anonymity as an inde-
pendent variable in the study of aggressive behavior came not from
a psychological theory but rather from William Golding’s Nobel
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prize—winning novel, Lord of the Flies. It chronicles the transforma-
tion of good British, Christian choir boys into murderous little
beasts by centering on changes in external physical appearance that
lead to changes in mental states and behaviors.!° Painting their
faces, changing their outward appearance, made it possible for some
boys to kill a pig for food. Once that alien deed of killing another
creature was accomplished, they could continue to kill with plea-
sure, both animals and people alike. In a real-world setting, could
similar changes in external appearance affect internal and behav-
ioral processes? That is the question I answered with a set of exper-
iments and field studies on the psychology of deindividuation.!!

The basic procedure involved having young women deliver a
series of painful electric shocks to each of two other young women
whom they could see and hear in a one-way mirror before them.
Half the subjects were randomly assigned to a condition of anonym-
ity, or deindividuation, and half to one of uniqueness, or individu-
ation. The four college student subjects in each deindividuation
cluster were treated as members of a group, not as individuals; their
appearances were concealed by hoods, and their names were re-
placed by numbers. The comparison group consisted of individuals
who wore name tags and were made to feel unique. Both sets of sub-
jects were asked to make the same responses of shocking each of
two woman “victims” over the course of twenty trials. The cover
story was that these “victims” were trying to be creative under stress,
so the job of our subjects was to provide stress through painful elec-
tric shocks while I, as the experimenter, gave them the creativity
test. Unlike the Milgram paradigm, there was no authority insisting
on their aggressive behavior because I was in the adjacent room,
seen in the two-way observation mirror by the subjects along with
each of the two alleged women in the creativity study. The depen-
dent variable was the duration of shock administered, not shock
level intensity. Again, no shocks were actually administered, al-
though all participants believed they were doing so and that the
two victims were suffering.
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The results were clear: women in the deindividuation condition
delivered twice as much shock to both victims as did the women in
the individuated comparison condition. Moreover, they shocked
both victims, the one previously rated as pleasant and the other
unpleasant victim, more over the course of the twenty trials, while
the individuated subjects shocked the pleasant woman less over
time than they did the unpleasant one. One important conclusion
flows from this research and its various replications and extensions,
some using military personnel from the Belgian army: anything that
makes people feel anonymous reduces a sense of accountability and
increases their propensity to evil under situations inviting violence.

Cultural Wisdom: How to Make
Warriors Kill in Battle But Not at Home

Some societies go to war without having young male warriors change
their appearance, while others always include ritual transformations
of appearance by painting or masking the warriors (as in Lord of the
Flies). Does that change in external appearance make a difference
in how warring enemies are treated? Harvard anthropologist John
Watson posed that question.!? The Human Area Files were his data
source to compare societies with different practices in preparing
warriors for war and the extent to which they killed, tortured, or
mutilated their victims.

The results are striking confirmation of the prediction that ano-
nymity promotes destructive behavior when permission is also
given to behave in aggressive ways that are ordinarily prohibited.
Of the twenty-three societies for which these two data sets were
present, 80 percent (twelve of fifteen) of societies in which warriors
changed their appearance were among those noted as most destruc-
tive, while that was true of only one of the eight where the warriors
did not change appearance before going to battle. Ninety percent
of the time when victims were killed, tortured, or mutilated, it was
by warriors who had first changed their appearance.
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A key ingredient in transforming ordinarily nonaggressive
young men into warriors who can kill on command is to change
how they look. War is about old men persuading young men to
harm and kill other young men. It becomes easier to do so if they
first alter their usual external facade by putting on uniforms or
masks or painting their faces. As they acquire anonymity, they lose
their usual internal focus of compassion and concern for others.
When the war is over, the warriors can return to their peaceful sta-
tus, encouraged by removing their uniform, taking off the mask, and
resuming their former facade.

Moral Disengagement and Dehumanization

Psychologist Al Bandura has developed a model of moral disen-
gagement that specifies the conditions under which anyone can be
led to act immorally, even those who usually ascribe to high levels
of morality.!> The model outlines a set of cognitive mechanisms
that alter a person’s (1) perception of the reprehensible conduct
(engaging in moral justifications, making palliative comparisons,
using euphemistic labeling); (2) sense of the detrimental effects of
that conduct (minimizing, ignoring, or misconstruing the conse-
quences); (3) sense of responsibility for the link between reprehen-
sible conduct and its detrimental effects (displacing or diffusing
responsibility); and (4) view of victims (dehumanizing or blaming
them).

Bandura and his colleagues designed a powerful experiment
that is an elegantly simple demonstration of the power of dehu-
manizing labels.' It reveals how easy it is to induce normal, intelli-
gent individuals to accept a dehumanizing label of other people and
then to act aggressively based on that classification. A group of four
participants were led to believe they were overhearing a research
assistant tell the experimenter that the students from another col-
lege were present to start the study in which they were to deliver
electric shocks of varying intensity (allegedly as part of a group
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problem-solving study). In one of the three randomly assigned con-
ditions, the subjects overheard the assistant say to the experimenter
that the other students seemed “nice.” In a second condition, they
heard that the other students seemed like “animals,” In a third vari-
ation, the assistant did not label the students.

This situational manipulation clearly affected behavior. Exper-
imental subjects gave the most shock to those labeled “animals,”
and their shock level increased over the ten trials. Those labeled
“nice” were given the least shock, and the unlabeled group fell be-
tween these extremes. Thus, a single word, animals, was sufficient
to induce intelligent college students to treat others as if they de-
served to be harmed.

What is also of interest is the progressive nature of abuse. On
the first trial, there is no difference across the three experimental
situations in the level of shock administered, but with each suc-
cessive opportunity, the shock levels diverge. Those shocking the
so-called animals shocked them more and more over time, a result
comparable to the escalating shock level of the deindividuated
female students in my earlier study. That increase in aggression over
time, with practice or with experience, illustrates a self-reinforcing
effect of abuse. Perhaps its appeal is not so much in inflicting pain
to others as in the sense of power and control in such a situation of
dominance.

A more positive finding was that individuals receive more
respectful treatment if someone in authority labels them positively.
Those perceived as “nice” were least harmed. There is an important
message here about the power of words, to be used for good or evil.

Suspension of the Usual
Cognitive Controls Guiding Moral Action

Part of what is necessary to get good people to engage in evil is
to minimize or reorient normal cognitive control processes. That
process suspends conscience, self-awareness, sense of personal
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responsibility, obligation, commitment, liability, morality, and
analyses in terms of costs and benefits of given actions. The two
general strategies for accomplishing this objective are reducing cues
of social accountability of the actor (no one knows who I am or
cares to) and reducing concerns for self-evaluation. The first strat-
egy minimizes concerns for social evaluation and social approval by
making the actor feel anonymous. It works in an environment that
masks identity and diffuses personal responsibility across others in
the situation. The second strategy stops self-monitoring by relying
on tactics that alter one’s state of consciousness (such as by drugs,
strong emotions, or hyperintense activity) and projecting responsi-
bility outward onto others.

The Hostile Imagination
Created by Faces of the Enemy

The importance of situational influences is also apparent in the ways
that nations prepare soldiers to engage in wars and prepare citizens
to support the risks of going to war, especially a war of aggression.
This difficult transformation is accomplished by a special form of
cognitive conditioning. Images of the “enemy” are created to prepare
the minds of soldiers and citizens to hate those who fit the category.
This mental conditioning is the military’s most potent weapon.

Archetypes of the enemy are created by propaganda. These
visual images often create a societal paranoia that focuses on the
threats these enemies pose for women, children, homes, and the
religion of the soldier’s nation, way of life, and so forth. Psycholo-
gist Sam Keen’s analysis of this propaganda on a worldwide scale
reveals that there are a select number of categories used by “homo
hostilis” to invent an evil enemy in the minds of good members of
righteous tribes.” The enemy is aggressor; faceless; rapist; godless;
barbarian; greedy; criminal; torturer; death; a dehumanized animal,
or just an abstraction. Alternatively, there is a vision of the enemy
as worthy, combatant, a powerful opponent to be crushed in “mor-
tal combat”—as in the video game of the same name.
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Can Ordinary Old Men
Become Murderers Overnight?

One of the clearest illustrations of the transformation of ordinary
people into agents of mass atrocities comes from the chronicle of
Nazi genocides by British historian Christopher Browning.!® In
March 1942 about 80 percent of all victims of the Holocaust were
still alive; eleven months later, about 80 percent were dead. In this
short period of time, the Endlosung (Hitler’s Final Solution) was
energized by mass murder squads in Poland. This genocide required
mobilization of a large-scale killing machine at the same time as
able-bodied German soldiers were needed on the collapsing Russ-
ian front. Since most Polish Jews lived in small towns and not the
large cities, the question that Browning raised about the German
High Command was, “Where had they found the manpower dur-
ing this pivotal year of the war for such an astounding logistical
achievement in mass murder?”’!’

His answer came from archives of Nazi war crimes, in the form
of the activities of Reserve Battalion 101, a unit of about five hun-
dred men from Hamburg, Germany. They were family men from
working-class and lower middle-class backgrounds and were too old
to be drafted into the army. They had no military or police experi-
ence. They were just raw recruits sent to Poland without warning
of, or any training in, their secret mission: the total extermina-
tion of all Jews living in the remote villages of Poland. In just four
months they had shot to death at point-blank range at least thirty-
eight thousand Jews and deported another forty-five thousand to
the concentration camp at Treblinka.

Initially their commander acknowledged that this was a difficult
mission and any individual could refuse to execute these men,
women, and children. Records indicate that at first, about half the
German police reservists refused and let others engage in the mass
murder. But over time, social modeling processes took their toll, as
did guilt-induced persuasion by those who had been doing the
shooting. By the end of their journey, up to 90 percent of the men
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in Battalion 101 were involved in the shootings, even proudly tak-
ing close-up photographs of their killings. Like the guards at Abu
Ghraib Prison, these policemen put themselves in their “trophy
photos” as proud exterminators of the Jewish menace.

Browning makes clear that there was no special selection of
these men. They were as ordinary as can be imagined—until they
were put into a situation in which they had official permission and
encouragement to act sadistically against those labeled as the
“enemy.” He also compares the underlying mechanism operating in
that far-off land at that distant time to both the psychological
processes at work in the Milgram research and the Stanford Prison
Experiment discussed below.

Educating Hatred and
Destructive Imaginations

The second broad class of operational principles by which otherwise
good people can be recruited into evil is through educational and
socialization processes that are sanctioned by the government in
power, enacted within school programs, and supported by parents
and teachers. A prime example is the way in which German chil-
dren in the 1930s and 1940s were systematically indoctrinated to
hate Jews, to view them as the all-purpose enemy of the new Ger-
man nation.

As the Nazi party rose to power in 1933, no objective took higher
priority than the reeducation of Germany’s youth. Hitler wrote, “I
will have no intellectual training. Knowledge is ruin to my young
men. A violently active, dominating, brutal youth—that is what I
am after.”'8 To teach the youth about geography and race, special
primers were created for elementary schools. These “hate primers”
were brightly colored comic books that contrasted the beautiful
blond Aryans with the despicably ugly caricatured Jew. They sold
in the hundreds of thousands. One was titled: Trust No Fox in the
Green Meadows and No Jew on His Oath. What is most insidious
about this kind of hate conditioning is that it included “facts” to be
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learned and to be tested on, or from which to practice new pen-
manship. In the Trust No Fox, a series of cartoons illustrates all the
ways in which Jews deceive Aryans, get rich and fat from dominat-
ing them, and are lascivious, mean, and without compassion for the
plight of poor and elderly Aryans. The final scenarios depict the ret-
ribution that Aryan children achieve first by expelling Jewish
teachers and children from their school, so that “proper discipline
and order” can be taught, and then prohibiting them from commu-
nity areas like public parks, and finally expelling them from Ger-
many. The sign in the cartoon reads ominously, “one-way street.”
Indeed, it was a unidirectional street that led eventually to the con-
centration camps and crematoria that were the center pieces of
Hitler’s Final Solution. Thus, this institutionalized evil was spread,
diverting education from its central mission of encouraging critical
thinking and opening student minds to new ideas.

The institutionalized evil that George Orwell vividly portrays
in 1984, his fictional account of state dominance, now strikes us as
prophetic. For example, there are direct parallels between the mind
control strategies and tactics Orwell attributes to “The Party” and
those that Reverend Jim Jones used in dominating the members of
his religious/political cult, Peoples Temple.!” Jones orchestrated the
suicide/murders of more than nine hundred American citizens in
the jungles of Guyana twenty-five years ago, the finale of his grand
experiment in institutionalized mind control. Not only did Jones
read 1984, he talked about it often and had a song commissioned
by the church’s singer entitled “1984 Is Coming,” which everyone
had to sing at some services.

The Stanford Prison Experiment:
Institutional and Systemic Power to Corrupt

My own 1971 prison experiment synthesized many of the processes
and variables outlined earlier: anonymity of place and person, dehu-
manization of victims, and a setting with differentials in control and
power. This experiment was designed to extend over a two-week
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period to provide our research participants with sufficient time to
become fully engaged in their assigned roles of either guards or pris-
oners. Having participants live in that setting day and night as pris-
oners, or work there for long eight-hour shifts as guards, would also
allow sufficient time for situational norms to develop and patterns
of social interaction to emerge, change, and become crystallized. A
second feature of this study involved screening all research partici-
pants to find individuals as normal as possible: healthy physically
and mentally, and without any history in drugs, crime, or violence.
These preconditions were essential if we were to untangle the situ-
ational versus dispositional knot. A third feature of the study was
the absence of any prior training in how to play the randomly
assigned roles of prisoner and guard, to leave that up to each sub-
ject’s prior societal learning. A fourth feature was to make the
experimental setting as close to a functional simulation of the psy-
chology of imprisonment as possible.?°

Central to this mind-set were issues of power and powerlessness,
dominance and submission, freedom and servitude, control and re-
bellion, identity and anonymity, coercive rules and restrictive roles.
We gave these social-psychological constructs a practical reality by
putting all subjects in appropriate uniforms, using assorted props
(handcuffs, police clubs, whistles, signs on doors and halls), replacing
corridor hall doors with bars to create prison cells, having no windows
or clocks to tell time of day, replacing individual names with numbers
(prisoners) or titles for staff (Mr. Correctional Officer, Warden, Su-
perintendent), and giving guards control power over prisoners.

Subjects were recruited from among nearly one hundred who
answered our advertisements in the local city newspaper. They were
given a background evaluation that consisted of a battery of five
psychological tests, personal history, and in-depth interviews. The
twenty-four who were evaluated as most normal and healthy in
every respect were randomly assigned to the role of prisoner or
guard. The student-prisoners underwent a realistic surprise arrest by
officers from the Palo Alto Police Department, who cooperated
with our plan. The arresting officer took “felons” to the police sta-
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tion for booking, after which they came to the prison in the recon-
structed basement of Stanford’s Psychology Department. The pris-
oner’s uniform was a smock/dress with a prison ID number. The
guards wore military-style uniforms and silver-reflecting sunglasses
to enhance anonymity. Data were collected through systematic
video recordings, secret audio recordings of conversations of pris-
oners in their cells, interviews and tests at various times during the
study, postexperiment reports, and direct, concealed observations.?!

In essence, the situational forces overwhelmed individuals’ dis-
positional tendencies. The Evil situation triumphed over the Good
people. Our projected two-week experiment had to be terminated
after only six days because of the pathology we were witnessing.
Normal students were behaving sadistically in their role of guards,
inflicting humiliation, pain, and suffering. Some guards even re-
ported they were enjoying doing so. Others had “emotional break-
downs” and stress disorders so extreme that five of them had to be
excused within that first week. Those who adapted better to the
situation were prisoners who mindlessly followed orders, became
blindly obedient to authority, and allowed the guards to dehuman-
ize and degrade them.

[ terminated the experiment not only because of the escalating
level of violence and degradation by the guards against the prison-
ers, but also because I became aware of my own personal transfor-
mation. | had become a Prison Superintendent, the second role I
played in addition to that of principal investigator. | began to talk,
walk, and act like a rigid institutional authority figure more con-
cerned about the security of “my prison” than the needs of the
young men entrusted to my care as a psychological researcher. In a
sense, | consider that the most profound measure of the power of
this situation was the extent to which it transformed my own per-
sonality. Fortunately, there appeared to be no lasting negative con-
sequences of this powerful experience. At the end of the study, we
had extended debriefing sessions of guards and prisoners and peri-
odic checkups over many years to promote a healthy response to
the unhealthy environment we had simulated.
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The Evil of Inaction

British statesman Edmund Burke aptly observed, “The only thing
necessary for evil to triumph is for good men to do nothing.” Our
usual take on evil focuses on violent, destructive actions, but non-
action can also become a form of evil, when assistance, dissent, or
disobedience are called for. Social psychologists heeded the alarm
when the infamous Kitty Genovese case made national headlines.
As a young woman was being stalked, stabbed, and eventually mur-
dered, thirty-nine people in a housing complex heard her screams
and did nothing to help. It seemed obvious that this was a prime
example of the callousness of New Yorkers, as many media accounts
reported. A counter to this dispositional analysis came in the form
of a series of classic studies by Bibb Latane and John Darley on by-
stander intervention.”” One key finding was that people are less
likely to help when they are in a group, when they perceive others
are available who could help, than when those people are alone.
The presence of others diffuses the sense of personal responsibility
of any individual.

A powerful demonstration of the failure to help strangers in dis-
tress was staged by John Darley and Dan Batson.?> Imagine you are
a theology student on your way to deliver the sermon of the Good
Samaritan in order to have it videotaped for a psychology study on
effective communication. Further imagine that as you are heading
from the Psychology Department to the videotaping center, you
pass a stranger huddled in an alley in dire distress. Are there any
conditions that you could conceive that would not make you stop
to be that Good Samaritan? What about the press of time? Would
it make a difference if you were late to give that sermon? Most of us
would like to believe it would not make a difference, that we would
stop and help no matter what the circumstances. That may be par-
ticularly the case for theology students, thinking about helping a
stranger in distress, which is amply rewarded in the biblical account.

The researchers randomly assigned students of the Princeton
Theological Seminary to three conditions that varied how much
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time they had to get to the Communication Department to tape
their Good Samaritan speeches. The conclusion: don’t be a victim
in distress when people are late and in a hurry, because 90 percent of
them are likely to pass you by. The more time the seminarians
believed they had, the more likely they were to stop and help. So the
situational variable of time press accounted for the major variance
in helping, without any need to resort to dispositional explanations
about theology students being callous, cynical, or indifferent, as Kitty
Genovese’s nonhelpers were assumed to be.

In situations of evil, there are almost always those who know
what is going on and do not intervene to help. There were “good”
guards in the Stanford Prison Experiment who did no harm to the
prisoners, but they never once opposed the demeaning deeds of the
bad guards. In the recent Abu Ghraib Prison abuse case, it is clear
that many people knew of the abuse, even doctors and nurses, but
never intervened to prevent it.’*

Torturers and Executioners: Pathological
Types or Situational Imperatives?

There is little debate but that the systematic torture by men of their
fellow men and women represents one of the darkest sides of
human nature. Surely, people assume, here is a place where dispo-
sitional evil would be manifest. To test that assumption, my col-
leagues and I focused on Brazil policemen who long tortured
“enemies of the state.” We began by focusing on torturers, trying to
understand both their characters and circumstances, but we had to
expand our analytical net to capture their comrades-in-arms, who
chose or were assigned to another branch of violence: death squad
executioners. They shared a “common enemy”—men, women, and
children who, though citizens of their state, even neighbors, were
declared by “the authorities” to be threats to the country’s national
security. Some had to be eliminated efficiently, while others who
might hold secret information had to be made to yield it up and
confess to their treason.



148 MORAL LEADERSHIP

In carrying out this mission, these torturers could rely in part on
the “creative evil” embodied in torture devices and techniques that
had been refined over centuries since the Inquisition by religious
and later government agents. But the Brazilians added a measure of
improvisation to accommodate the particular resistances and re-
siliencies of the enemies standing before them, claiming innocence,
refusing to be intimidated or acknowledge culpability. It took time
and emerging insights into human weaknesses for these torturers to
become adept at their craft, in contrast to the task of the death
squads, who with hoods for anonymity, good guns, and group sup-
port, could dispatch their duty swiftly and impersonally. For the tor-
turer, it could never be just business. Torture always involves a
personal relationship, essential for understanding what kind of tor-
ture to employ, what intensity of torture to use on this person at this
time. With the wrong kind or too little, there will be no confession.
With too much, the victim dies before confessing. In either case,
the torturer fails to deliver the goods. Learning to select the right
kind and degree of torture makes rewards abound and praise flow
from the superiors.

What kind of men could do such deeds? Did they need to rely on
sadistic impulses and a history of sociopathic life experiences to rip
and tear the flesh of fellow beings day in and day out for years on
end? Were these violence workers a breed apart from the rest of
humanity? Or is it conceivable that they could be schooled in sadism
by some identifiable and replicable training program? Could a set of
external conditions, situational variables that contributed to the
making of these torturers and killers, be identified? If their evil deeds
were not traceable to inner defects but rather to external forces, such
as the political, economic, social, historical, and experiential com-
ponents of their police training, then we might be able to generalize
principles responsible for this remarkable transformation.

Martha Huggins, Mika Haritos-Fatouros, and I interviewed sev-
eral dozen of these violence workers in depth and have published a
summary of our methods and findings.?> Our results were largely
congruent with an earlier study of torturers trained by the Greek
military junta.?® Contrary to conventional wisdom, these torturers
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were not motivated by sadistic impulses. Individuals with those ten-
dencies were screened out of the training process because they
would not be reliable; they would get off on the pleasure of inflict-
ing pain and not sustain the necessary focus on the goal of con-
fession. From all the evidence we could muster, Brazil’s violence
workers were not unusual or deviant in any way prior to practicing
this new role. Nor did they show any persisting deviant tendencies
or pathologies in the years following their work as torturers and exe-
cutioners. Their transformation was a consequence of the training
they were given, group camaraderie, national security ideology, and
a belief that socialist-communists were enemies of their state. Tor-
turers were also influenced by their sense of being special, above and
better than peers in public service; by the secrecy of their duties;
and by the constant pressure to produce desired results regardless of
fatigue or personal problems. Such conditions are all too replicable
when a nation becomes obsessed with national security and allows
fears of terrorism to suspend basic individual rights.

Suicide Bombers:
Mindless Fanatics or Mindful Martyrs?

The transformation of Brazilian violence workers is similar to the
evolution of Palestinian students to suicide bombers. There have
been close to one hundred suicide bombings by Palestinians against
[sraelis since September 2000. Initially the bombers were all young
men, but recently women have joined the ranks. What appears
senseless, mindless murder by those under attack is anything but
that to those intimately involved. A common assumption is that
those bombers are poor, desperate, socially isolated, illiterate young
people with no career prospects. That stereotype does not match
the actual portraits of these young men and women. Many are stu-
dents with hopes for a better future, intelligent, attractive, con-
nected with their family and community.

Ariel Merari, an Israeli psychologist, outlines the common steps
on the path to these explosive deaths. Leaders of an extremist group
first identify particular young people who appear to have an intense
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patriotic fervor; declarations at a public rally against Israel or sup-
port at some Islamic cause or Palestinian action might set them
apart. These individuals are then invited to discuss how serious they
are in their love of their country and hatred of Israel; they are asked
to translate their commitments into action. Those who are willing
join a small group of three to five similar youths who are at varying
stages of progress toward becoming agents of death. They learn the
tricks of the trade from elders: bomb-making, disguise, and selection
of targets. Then they make public their private commitment by
preparing a videotape on which they declare themselves to be “liv-
ing martyrs” for Islam and for the love of Allah. In one hand, they
hold the Koran, in the other, a rifle. This video binds them to the
final deed, since it is sent home to their family before they execute
their final plans. The recruits believe that they will earn a place
beside Allah and that their relatives will be similarly blessed be-
cause of their martyrdom. A sizable financial payment goes to their
family as a gift for their sacrifice.

Their photo is emblazoned on posters that will be put on walls
everywhere in the community the moment they succeed in their
mission, to become inspirational models. To stifle concerns about
the pain from wounds inflicted by exploding nails and other bomb
parts, leaders assure them that before the first drop of their blood
touches the ground, they will already be seated at the side of Allah,
feeling no pain. A further incentive for young males is the promise
of heavenly bliss with scores of virgins in the next life. They be-
come heroes and heroines, modeling self-sacrifice to the next cadre
of young suicide bombers.

This program relies on various social, psychological, and motiva-
tional principles to assist in turning collective hatred into a dedicated,
seriously calculated program of indoctrination and martyrdom. It is
neither mindless nor senseless, but involves a very different mind-
set with sensibilities that Americans are not used to witnessing
among young adults. A recent television program on female suicide
bombers went so far as to describe them as more akin to the girl
next door than to alien fanatics. What is so frightening about the
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emergence of this new social phenomenon that is spreading, in
both the Middle East and recently in Europe, is that so many intel-
ligent young people can be directed toward ending normal, joyous
lives in murderous explosive blasts.

To counteract the powerful tactics of these extremist leaders
will require providing meaningful life-affirming alternatives to this
next generation. It requires new national leadership that explores
every negotiating strategy that could lead to peace and not to death.
[t requires persuading these young people to share their values, their
education, and their resources in projects that focus on human
commonalities, not differences. Suicide/murder is a gash in the fab-
ric of the human connection that leaders from every nation must
unite to prevent. To encourage the sacrifice of youth for the sake of
advancing ideologies of the old might itself be considered a form of
evil that transcends local politics.

Summing Up Before Moving On

[t is a truism in psychology that personality and situation interact
to generate behavior, as do cultural and societal influences.
Acknowledging the power of situational forces does not excuse the
behaviors channeled by their operation. However, a situational pet-
spective provides a knowledge base to shift our attention away from
simplistic and ineffective individualistic efforts to change the evil-
doer and moves our focus toward causal networks that should be
modified. Sensitivity to situational determinants of behavior also
suggests ways to alter situations of vulnerability. To that end, sev-
eral related dimensions bear emphasis. First, a range of apparently
simple situational factors can function to have an impact on our be-
havior more compellingly than seems possible. The research out-
lined here and in other chapters in this book points up the force of
influences such as group pressure, social modeling, authoritarian
directives, semantic framing, and stereotypical labels.

Second, the situationist approach redefines heroism. When the
majority of ordinary people can be overcome by such pressures
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toward compliance and conformity, the minority who resist should
be considered heroic. Acknowledging the special nature of this
resistance points up the need to understand how they are able to
withstand compelling pressures.

Third, the situationist approach encourages personal humility.
When trying to understand “unthinkable,
less” acts of evil, we should, on this view, avoid embracing the high
moral ground that distances us “good folks” from those “bad ones.”
A situational approach gives others the benefit of attributional
charity. It reminds us that any deed, for good or evil, that any hu-
man being has ever done, you and I might also do given the same

” «  «

unimaginable,” “sense-

situational forces. If so, it becomes imperative to keep our immedi-
ate moral outrage in check and look for the causal factors that could
have led individuals in morally reprehensible directions.

An obvious current application of these principles involves the
rush to denounce terrorists and suicide bombers instead of also
working to understand the psychological, economic, and political
conditions that foster such generalized hatred of an enemy nation,
including our own. The “war on terrorism” can never be won solely
by plans to find and destroy terrorists, since millions of individuals,
anywhere, at any time, could become potential terrorist recruits. It
is only by understanding the situational determinants of terrorism
that programs can be developed to win the hearts and minds of
potential terrorists away from destruction and toward creation. This
is not a simple task, but it is an essential one that requires imple-
mentation of social-psychological perspectives in a comprehensive,
long-term plan of attitude, value, and behavior change.

Understanding What Went Wrong
in Abu Ghraib Prison

The situational influences of evil came to the fore in recent trials of
American prison guards at Abu Ghraib. In October 2004, I testified
via closed circuit television to the military trial judge in Baghdad in
defense of one of the guards, Sergeant Ivan Frederick. The abuse of
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Iraqi prisoners horrified the sensibility of people around the world,
in part because it was the first time in history that such conduct was
publicized in graphic photographic images. The guards directly
responsible were widely condemned as “morally corrupt” and pre-
sented by American leaders as exceptions to the norm of American
soldiers. The initial focus of the government “to get to the bottom”
of this mess clearly reflected a dispositional orientation; blame was
attributed to sadistic personalities and related pathologies.

My expert testimony involved an army reserve sergeant in
charge of the night shift where all the mayhem occurred. Every-
thing I could learn about the Abu Ghraib Prison, Tier 1-A, the “soft
torture” interrogation center of that prison, revealed virtually all of
the social psychological processes operating in the Stanford Prison
Experiment. In fact, one of the independent investigations, headed
by James Shiesinger, specifically details the parallels between the
two prisons.

The Abu Ghraib guards were army reservists forced into this role
with no mission-specific training. They lacked supervision and per-
sonal accountability. Prison norms encouraged the abuse and humil-
iation of detainees as a way to soften them up for interrogation.
These norms were reinforced by civilian contract interrogators, the
military police, the Central Intelligence Agency, and the entire
chain of military and political command.

[ offered evidence in three areas:

Dispositional: Evidence for any personal pathologies or
sadistic tendencies, as well as positive traits and values

Situational: Evidence of the working conditions on that
prison’s night shift
Systemic: Evidence of the broader conditions that spawned

and sustained that situation, particularly the leadership
and the objectives of that interrogation center

With regard to disposition, this soldier was totally and unequivo-
cally normal on all measures assessed by an army clinical psychologist
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(and independently validated by a civilian expert in assessment).
There was no evidence of any psychopathology or sadistic tenden-
cies. Rather, Frederick matches our stereotypes of the All-American
man. He is a patriotic son of a West Virginia coal miner. He hunts,
fishes, plays softball, attends Baptist church services regularly, and
has a strong marriage to an African American woman. As a reserve
soldier, he had a blameless record as a guard in a low-security, small-
town civilian prison with one hundred inmates. He was proud to
serve in Iraq and initially worked with children in a small village
where he was starting to learn Arabic.

The situational conditions, the behavioral context, involved
working conditions that bordered on the inhumane for both guards
and prisoners. The processes operating in that prison were directly
comparable to those in the Stanford Prison Experiment: deindivid-
uation, dehumanization, moral disengagement, social modeling,
pressures for conformity, passive bystanders, power differentials, use
of enforced nakedness, and sexually humiliating tactics. The worst
abuses in both settings took place on the night shift. The working
conditions for Frederick included twelve-hour night shifts (4:00 P.M.
to 4:00 A.M.), seven days a week, for forty days with not a day off,
then fourteen days after one day off. Exhaustion and stress were
exacerbated by chaotic conditions: unsanitary and filthy surround-
ings that smelled like a putrid sewer, with limited water for shower-
ing. Frequent electrical blackouts created dangerous opportunities
for prisoner attacks. This young man with no mission-specific train-
ing was put in charge of more than three hundred prisoners initially;
that number soon swelled to more than a thousand. He was also in
charge of twelve army reserve guards and sixty Iraqi police, who
often smuggled contraband to the inmates. He rarely left the prison.
When off duty, he slept in a cell in a different part of prison. He
missed breakfasts and stopped exercising or socializing. Tier 1-A
became his total reference setting.

This of itself would qualify anyone for total job burnout.?” But
guards were also under the stress of frequent insurgency attacks.
Five U.S. soldiers and twenty prisoners were killed, and many oth-
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ers were wounded by almost daily shelling during Frederick’s ser-
vice. Finally, there were abusive acts by the prisoners themselves.
Seven had rioted in another part of the prison and were sent to Tier
1-A for “safe keeping.” Four others had raped a fellow boy prisoner.
Five separate military investigations concerning Abu Ghraib ac-
knowledge its horrendous conditions. They also acknowledge “fail-
ures of leadership, lack of leadership, indifferent leadership, and
conflicting leadership demands.” What is clear from these inde-
pendent investigations is a total absence of accountability and over-
sight and an encouragement of stress interrogation.

The military judge took none of these conditions into account
when he issued his sentence. Frederick received the maximum
penalty: imprisonment for eight years, a dishonorable discharge,
and loss of twenty-two years of army reserve retirement funds. This
verdict represents yet another failure of leadership. It ignores the
systemic conditions encouraging abuse and absolves the military
and political officials responsible.

Promoting Civic Virtue,
Moral Engagement, and Human Goodness

There are no simple solutions for the evils addressed here; if there
were, they would already have been enacted by those far wiser than
[. But the past half-century of psychological research provides some
insight about what might be done at the individual and situational
levels.

At the individual level, let us first imagine the reverse of the Mil-
gram experiment. Suppose our objective is to create a setting in
which people would comply with ever increasing demands to do
good, behave in more altruistic ways, undertake ever more positive,
prosocial actions. Instead of a paradigm to facilitate the slow descent
into evil, we need a paradigm for the slow ascent into goodness.

Consider an altruism scale, which begins by pressuring sub-
jects to provide thirty minutes or an hour of time for a good deed.
The demands would then escalate to longer periods and regular
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commitments to worthy causes. One could imagine, for example,
a progression on behalf of a sustainable environment. Individuals
would be encouraged to engage in activities that required increas-
ing commitment of time and money to “green” causes.

Some of the same social-psychological forces that fostered the
abuses described could also be harnessed for positive ends. We could,
for example, construct an eleven-step plan for promoting civic virtue
that parallels the ten steps toward evil outlined earlier:

1. Openly acknowledge errors in judgments. This reduces the
need to justify mistakes and continue immoral action. It
undercuts the motivation to reduce dissonance by reaffirming
a bad decision.

2. Encourage mindfulness. People need reminders not to live
their lives on automatic pilot, but to reflect on the situation
and consider its ethical implications before acting.?

3. Promote a sense of personal responsibility and accountability
for all of one’s actions. People need a better understanding of
how conditions of diffused responsibility disguise their own
individual role in the outcomes of their actions.

4. Discourage minor transgressions. Small acts—cheating, gos-
siping, lying, teasing, and bullying—provide the first steps
toward escalating abuses.

5. Distinguish between just and unjust authority. The fact that
individuals occupy a position of authority, as in the Milgram
experiment, does not entitle them to obedience in unethical
actions.

6. Support critical thinking. People need to be encouraged to
demand evidence and moral justifications and to evaluate
their credibility.

7. Reward moral behavior. More recognition needs to be avail-
able for those who do the right thing under difficult situations,
such as whistle-blowers in public and private sector positions.
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8.

9.

10.

11.

Respect human diversity. Appreciating difference is key to
reducing in-group biases and prejudices.

Change social conditions that promote anonymity. Making
people feel special and accountable can promote socially
desirable actions and reinforce individuals’ sense of self-worth.

Challenge pressures for conformity. Individuals need strategies
for resisting group influences and maintaining their own moral
compass.

Refuse to sacrifice crucial freedoms for elusive promises of
security. These sacrifices are often the first step toward fascism,
and the price is often prohibitive.?’
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TAMING POWER

David G. Winter

My title, taken from a chapter in Bertrand Russell’s book, Power,
reflects my strong conviction that power is something to be tamed.!
Let me stipulate at the outset, therefore, that power is a necessary
dimension of all human enterprises and that it brings many impor-
tant benefits. For one thing, power seems to be a necessary dimen-
sion of all organized human social life (at least for activities larger
than face-to-face groups); therefore, it is a necessary feature of all
human institutions.” Furthermore, charismatic leaders are people
who love power, or at least can take pleasure in wielding it.> Thus
power can inspire and illuminate us; as two disciples said of Jesus
after the dinner at Emmaus, “Did not our heart burn within us,
while he talked with us?’ (Luke 24:32).

But power also has a negative face. Lord Acton argued that
“power tends to corrupt, and absolute power corrupts absolutely.”
David Kipnis, and Annette Lee-Chai and John Bargh, have docu-
mented these corruptions and abuses through the “metamorphic”
effects of power on attributions, attitudes, judgments, and moral
thinking.’ Even charismatic power is not immune from evil effects;
it was charisma, after all, that brought the Holocaust, the Twin
Towers of September 11, 2001, and the corrupt brutality of Bagh-
dad’s Abu Ghraib Prison (whether the guards were loyal to Saddam
Hussein or George W. Bush). In our everyday world, untamed
power emerges in family violence and playground bullies. Michael
Adams even describes a future dystopia of a human and natural
environment destroyed by untamed power: “One can almost hear
those SUVs rolling into their gated communities, where millions of
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cable- or satellite-equipped TVs in millions of well-appointed liv-
ing rooms unobtrusively mutter news about melting polar ice-caps,
faraway wars, terrorist threats, and the raging violence of American
inner cities.”

Taming power therefore is one of the central moral and ethical
problems of human social existence, not only in our own time but
through history and culture. It is the great theme of Western litera-
ture and social science, ranging from Richard Wagner’s epic “Ring”
opera cycle, which portrays the epic struggle of power and love, to
Lee-Chai and Bargh’s survey of social science mechanisms that

might preserve the use of power while guarding against its misuse.’

Candidate Variables for Taming Power

It is well to recognize at the outset that taming power is certainly
not easy and may not even be possible. Taoism, for example, holds
that power cannot be tamed but rather must be allowed to run its
course; individuals are advised to yield, to embrace “nonaction”
(wuwei) rather than laws, controls, or arguments: “The student of
Tao loses day by day. Less and less, until nothing is done. Do noth-
ing, and everything is done. The world is ruled by letting things
take their course. It cannot be ruled by interfering.”® Such a re-
sponse, which can be termed “instrumental inaction,” is often the
wisest alternative—indeed, the only one—for people who are pow-
erless; as the Roman lawyer and political leader Cicero asked,
“What can be done against force, without force?”’!° From this pet-
spective, the American habit of dividing into “good” and “bad,”
and then setting the good free to expel and destroy the bad, when
applied to power, is a recipe for disaster—Ileading to such outcomes
as the extermination of Native Americans, Woodrow Wilson’s “war
to end wars” that only set the stage for an even more terrible war,
and the massacre of Vietnamese villagers in My Lai.

I would like to approach the problem of taming power from the
perspective of a psychologist, though my argument will range
widely beyond psychology into literature and history. What follows
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is a critical exploration and analysis of some ways people have
sought to tame people’s power drives. It is certainly not an exhaus-
tive catalogue. I will focus particularly on research involving power
motivation or the desire to have impact on other people and the
world at large.!! To anticipate my conclusion: many methods have
been proposed for taming power; each can be effective sometimes,
but none is foolproof. All are vulnerable to being hijacked by power
itself. Such a conclusion should not be a counsel of despair but
rather a call to vigilance and critical thinking.

Love and Affiliation

Perhaps the most obvious psychological mechanism for taming
power is love or affiliation. Affection, mutuality, and concern for
others would seem to be natural brakes on the excesses of power; as
Hans Morgenthau put it, “Power is redeemed by an irreducible
residue of love.”"? In his correspondence with Albert Einstein, Sig-
mund Freud explained this braking effect on the basis of his dualis-
tic theory of human motivation: “If willingness to engage in war is
an effect of the destructive instinct, the most obvious plan will be
to bring Eros, its antagonist, into play against it. Anything that
encourages the growth of emotional ties between men must oper-
ate against war.”!?

In fact, there is considerable evidence that affiliative concerns
can temper power. At the individual level, David McClelland has
found that high levels of affiliation motivation block the aggressive
impulses of the power motive. At the collective or national level,
high levels of power motive imagery are associated with war'# and
crisis escalation,!® but only if levels of affiliation imagery are low. In
international relations, affiliation motivation promotes peaceful out-
comes because it is associated with concessions and compromise.'®

There is also evidence that affiliation motivation, either by
itself or in combination with power motivation, does not promote
“good” power in the sense of effective, charismatic leadership.!”
And under some circumstances, love and affiliation reinforce trends
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toward violent power. As Morgenthau warned in the same passage
quoted above: “Love is corrupted by an irreducible residue of
power.” Thus, Samuel Stouffer and his colleagues concluded that in
wars, most soldiers fight not out of ideological fervor but rather
because of affiliative bonds with their primary group of fellow sol-
diers.!® In 2005, an American soldier being redeployed to Iraq ex-
pressed these sentiments in his blog: “If I get shot at or placed in
danger, I'm going to kill everything that moves on the other site. I
won’t enjoy doing it, but it’s my job, and my battle buddies are more
important to me than life itself, and THEY are the reason I'm going.
Screw Iraq, screw Bush, screw the army—just remember that it’s me
and my battle buddies out there.”" Such ties can easily transform
the death of a close friend or buddy into a desire for revenge, to con-
tinue the fight so that (in Lincoln’s words at Gettysburg) “these
dead shall not have died in vain.” Similar effects can be seen among
individuals, perhaps especially when love is threatened, scorned, or
betrayed.”’ Avonne Mason and Virginia Blankenship, for example,
found that among women, affiliation motivation was associated
with physical abuse of an intimate partner.’!

A spectacular illustration of scorned affiliation seeking revenge
through violent power can be found in Wagner’s Gétterdammerung,
the concluding opera of his “Ring” tetrology. Believing that her
lover, Siegfried, has deceived her, Briinnhilde asks the gods to “teach
me revenge as has never been tamed . . . to destroy the man who
betrayed her!” (Act 2, scene 4). She then tells the evil Hagen how
to kill Siegfried. Later, at his funeral pyre, Briinnhilde rides her horse,
Grane, into the flames. Seizing a firebrand, she flings it toward Val-
halla, the home of the gods. The whole world catches fire.

Reason and Intellect

As far back as Plato’s Republic, people have believed that power can
be tamed by reason and the intellect.?? Again, Freud explained
how: “The voice of the intellect is a soft one, but it does not rest till
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it has gained a hearing. Finally, after a countless succession of re-
buffs, it succeeds. This is one of the few points on which one may be
optimistic about the future of humankind, but it is in itself a point of
no small importance.”? Plato’s guardians were to receive specialized
training in “harmony” (the study of interrelationships) and “dialec-
tic” (pure intelligence or abstraction), which was supposed to tem-
per their power drives so that they would become ideal rulers of the
Republic. In later times, this educational regimen evolved into the
modern liberal arts curriculum, designed to produce leaders who can
handle power effectively and soberly.?* Bertrand Russell focused
specifically on the effect of the “scientific temper.” Psychologists
have attempted to specify these broad concepts in terms of more pre-
cise variables such as “self-control” or “self-regulation” and “atten-
tional control competencies.”?®

The twentieth century, however, has taught us that reason and
the scientific temper are intellectual tools or capacities that can be
used in the service of aggressive power as easily as the service of
controlled power. Thus, German nationalism, which was to become
a scourge of the first half of the twentieth century, was originally the
creation of professors and schoolteachers.?¢ And shortly after the
outbreak of war in 1914, British and German intellectuals and sci-
entists enlisted their talents of reason and intellect in the produc-
tion of manifestos. On September 18, fifty-two British professors
and writers published a letter in the Times, attacking the views of
German apologists as “both dangerous and insane.” Two weeks
later, ninety-three German scientists and intellectuals proclaimed
themselves “heralds of truth” and protested the “lies and calumnies
with which our enemies are endeavoring to stain the honor of Ger-
many in her hard struggle for existence—in a struggle that has been
forced on her.”?” Even Freud wrote to one colleague at the outbreak
of the war that “for the first time in 30 years, | feel myself to be an
Austrian” and “like everyone else, I live from one German victory
to the next”; to another he wrote, “I suddenly mobilized libido for
Austria-Hungary.”?® Finally, of course, the optimistic words of Freud
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and Russell were written before men of reason and the scientific
temper created nuclear weapons, that great scourge of the latter half
of the twentieth century.

Commenting on this readiness of German and Allied academ-
ics to produce learned proofs of the righteousness of their own side’s
cause so soon after the outbreak of war in 1914, a contemporary
Washington Post editorial concluded that “the war has given a wide
range of evidences of ‘reversion to type’ on the part of college pro-
fessors. . . . All of which, doubtless, shows that a polished dome of
thought may rear its impassive front above a heart that still thrills
with the instincts of patriotism, to the disadvantage of a cool work-
ing intellect.””

Thus, if Athena was the Greek goddess of wisdom and reason,
she was also the goddess of war. To be sure, she usually preferred
mediation over battle and relied on skill and strategy rather than
blood lust; nevertheless, she alone had access to the weapons of
Zeus, and she was always victorious. Like every other human capac-
ity, reason and intellect can be swept up in the hubris of exaggerated
self-regard. Qualities of intellect, self-control, and self-regulation can
be used to carry out actions that are courageous and moral, but they
are also available to facilitate monstrous evils. The memoirs of
Rudolf Hoss, commandant of the Auschwitz extermination camp
during much of World War II, provide a vivid example of the latter
corruption of self-control. While watching weeping mothers and
screaming children being carried into the gas chambers, Hoss wrote,
“My pity was so great that I longed to vanish from the scene: yet |
might not show the slightest trace of emotion. . . . [ was repeatedly
asked how I and my men could go on watching these operations,
and how we were able to stand it. My invariable answer was that
the iron determination with which we must carry out Hitler’s orders
could only be obtained by a stifling of all human emotions.”*°

The kingdom of intellect easily becomes an arrogant meritoc-
racy in which people who know some things come to think that
they know everything. Thus in January 2005, Harvard president
Lawrence Summers, a respected economist, made a fool of himself
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and lost the confidence of his faculty when he chose to “think sys-
tematically and clinically”—but in blithe ignorance of the ex-
tensive social science research on the topic—about the causes of
women’s underrepresentation in academic science and engineering
positions.’!

In the end, as Nicola Baumann and Julius Kuhl note, qualities
of self-regulation, self-control, and intellect have the effect of facil-
itating people’s “behavior according to their emotional prefer-
ences.”? As a result, such qualities are no better or worse than the
preferences they serve.

Responsibility

Power is often tamed or tempered by a sense of responsibility. The
concept of responsibility involves many components: having con-
cern for others and about the consequences of actions, feeling a
sense of obligation, and applying ethical and legal standards to the
judgment of one’s behavior. David Winter and Nicole Barenbaum
have shown that a measure of responsibility based on these themes
can channel people’s power motivation.”> When their level of re-
sponsibility is high, power-motivated men and women act in socially
useful ways and are effective leaders, but if responsibility is low, their
power drives assume profligate, impulsive, and aggressive forms.

At the collective level, however, responsibility does not mod-
erate power drives in such a clear-cut Manichaean way. Winter
coded government documents, speeches, and other texts from eight
crises that escalated to war and eight matched crises that were
peacefully resolved. As expected, he found that power motive lev-
els were significantly higher in the “war” crises. Surprisingly, how-
ever, levels of responsibility were also significantly higher in these
same crises.’* What is the explanation? When one’s own group is
believed to be under threat, each component of responsibility may
function to release the controls and inhibitions that normally
restrain power drives. Thus, in a crisis, it is the other side rather
than our own that is judged as violating legal and ethical standards;
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“concern for others” becomes concern to protect one’s own group;
a “concern about consequences” becomes a concern about the con-
sequences of inaction; and feelings of obligation support the belief
that we have no other choice. Thus, for example, in his First Inau-
gural Address in 1861, Abraham Lincoln concluded by addressing
the seceding Southern states as follows: “In your hands, my dissat-
isfied fellow-countrymen, and not in mine, is the momentous issue

of civil war.”

Religion and Morality

Religious and secular moral codes would seem to be an obvious
check on the excesses of power. Many religions advocate the
renunciation of power, and almost every major religion teaches
rules for the expression of power. Thus, the Gospel of Luke records
that before Jesus began his public ministry, he was tempted by
Satan: “And the devil said unto him, ‘All this power will I give
thee, and the glory of them: for that is delivered unto me; and to
whomsoever [ will I give it. If thou therefore wilt worship me, all
shall be thine.” And Jesus answered and said unto him, ‘Get thee
behind me, Satan’” (Luke 4:6-8).

While we must acknowledge that religion can be an effective
restraint on power, we must also recognize that sometimes power
appears to hijack religion, turning it to the service of its own goals.
As Lincoln ironically noted in his Second Inaugural Address, after
four years of bloody civil war, “Both [sides| read the same Bible, and
pray to the same God; and each invokes His aid against the other.”¢

Speaking from the balcony of the Imperial Palace in Berlin on
July 31, 1914, Kaiser Wilhelm told the crowds in Berlin, “And so |
commend you to God. Go forth into the churches, kneel down
before God, and implore his help for our brave army.” On the other
side, a British clergyman would later write: “Not only is this a holy
wat, it is the holiest war that ever has been waged. The cause is the
most sacred that man has been asked to defend. It is the honour of
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the most High God which is imperiled [sic]. . . . Odin is ranged
against Christ, and Berlin is seeking to prove its supremacy over
Bethlehem. Every shot that is fired, every bayonet thrust that gets
home, every life that is sacrificed, is in very truth ‘for His Name’s

sake. 37

Hijacking the Power-Taming Mechanisms

The preceding sections suggest that every psychological mechanism
that might contain or tame power can also be hijacked, that is, sub-
verted by power itself. As a result, the very actions used to tame
power can sometimes become subverted to be in the service of
power. Freud characterized this phenomenon as a particular form of
the “return of the repressed” by “a piece of malicious treachery . . .
what has been repressed . . . emerges from the repressing force
itself.” Freud illustrated the process with an etching by the Belgian
artist Félicien Rops: an ascetic monk prays before a cross, on which
he sees not Jesus but rather a voluptuous naked woman. (As an
analogy, imagine the forces of gluttony disguised as dietary advice,
putting forward a “high calorie weight-loss diet.”) Thus, it would be
worthwhile to understand when, how, and why this hijacking
process occurs. Freud suggested that “even trivial similarities suffice
for the repressed to emerge behind the repressing force and take

effect by means of it.”8

Social-Structural Candidate Variables

Because psychological mechanisms are not always successful, many
theorists and practical politicians have turned to designing social
and political structures to accomplish the goal of taming power. In
most situations, power is zero sum: that is, increased power for one
person entails decreased power for one or more others. Most social-
structural controls therefore involve ways of limiting either the
desire or the possibility of increasing one’s power. In other words, in
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a world of power, people should “know their place” and keep to it.
In the thought of Confucius, power could be tamed if people only
knew and confined themselves to their ascribed roles—ruler/ruled,
husband/wife, parent/child—and strived to fulfill the responsibili-
ties and obligations of those roles.*

“Degree”

William Shakespeare called this arrangement of power degree, by
which he meant something like the abstract principle behind rank
and organization. Power unrestrained by degree causes human soci-
ety to degenerate into a “wilderness of tigers.”* In his Troilus and
Cressida, set in a time when the Trojan War was going badly for the
Greeks besieging Troy, Ulysses attributes the breakdown of the Greek
cause to a loss of degree:*!

Take but degree away, untune that string,
And, hark, what discord follows! Each thing meets
In mere oppugnancy.

Then ewvery thing includes itself in power,
Power into will, will into appetite;

And appetite, an universal wolf . . .
Must make perforce an universal prey,

And last eat up himself.

From the perspective of the hegemon—the person on top, the
people with power—degree is an agreeable concept because it rein-
forces his or her power. However, from the perspective of the sub-
altern—that is, people without power—the call for degree simply
means that, in the words of Thucydides, “the strong do what they
can and the weak suffer what they must.”#* In plain language,
“degree” means power inequality, and power inequality or “power
distance,”® especially in societies not used to it, can breed discon-
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tent and other negative emotions.* In the words of Linda Hill,*
“powerlessness corrupts.”

Institutions

Political philosophers and political scientists study and prescribe ways
in which institutions can tame the power of individuals. In the West,
the quest for the perfect institutional arrangements is at least as old as
Plato’s Republic. Slogans such as “democracy™® and “a government of
laws, not of persons,” as well as the disciplines of political science and
constitutional law, reflect a faith that people can construct certain
political arrangements, enshrined in written or unwritten constitu-
tions, as reliable ways to contain power and the people who seek it.

Inevitably, however, institutions reflect the interests of powerful
groups and ruling classes that construct them, as Charles Beard
demonstrated in his analyses of the U.S. Constitution and the con-
cept of “Jeffersonian democracy.”*” More recently, social scientists
have documented the role of class interests in American society in
general and key governmental institutions in particular.*® For exam-
ple, slavery and sex discrimination were written into the U.S. Con-
stitution. Many American corporations, for example, are controlled
by interlocking boards of directors, who determine each others’ com-
pensation and select their successors, independent of any formal
control from other institutions or market forces. Thus by inscribing
Shakespeare’s “degree” (that is, existing power differentials), insti-
tutions perpetuate corruption of power among power holders and
resentment of power among their targets.

Leaders bent on the corrupt or immoral use of power are often
able to operate within institutions, directing them to their own pur-
poses. Thus, Adolf Hitler came to power as chancellor of Germany
in a perfectly legal, constitutional way; once in power, he seized the
opportunity furnished by the Reichstag fire to pass the Enabling
Act. From that point on, there were no effective institutional con-
trols to his power.*’
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Separation of Powers

Drawing on the theories of Charles-Louis Montesquieu, the repre-
sentatives of a small sector of American society (that is, propertied
white men) who drafted the U.S. Constitution put their faith in
one particular institutional form, the separation of powers. In
defense of the new Constitution, John Adams expressed skepticism
about any psychological check on power: “Nothing intoxicates the
human mind so much as power,” so that “it would be preposterous
to rely on the discretion of any men.” Writing in The Federalist,
Alexander Hamilton, James Madison, and John Jay argued that
“ambition must be made to check ambition.”*°

Sometimes the separation of powers works, and overreaching
power is successfully tamed. In 1937, Franklin D. Roosevelt was
forced to abandon his plan to “pack” the U.S. Supreme Court, and
in 1973-1974, Richard Nixon had to give up the incriminating
Watergate scandal evidence that quickly led to his resignation. And
in 2005, the attempt of right-wing religious leaders to goad Con-
gress into intervention in the Teresa Schiavo case, thereby overrul-
ing a series of consistent state and federal court decisions, collapsed.
As one legal filing in the case put it, “Any law that suspends, nulli-
fies, or reverses a final court judgment is an exercise of judicial, not
legislative power.”!

Separation-of-powers arrangements may be inherently unstable
over time. Thus the mid-twentieth century saw the rise of the
“imperial presidency,”” while in the election that marked the end
of that century, the U.S. Supreme Court weakened the separation-
of-powers doctrine by intervening to overrule the Florida State
Supreme Court and assume the power to select the head of the
executive branch.

Finally, we must realize that even when they are effective, the
separation of powers and federalism doctrines may actually permit
monopolies of power—untamed power—at lower levels. Thus in
U.S. history, claims of states’ rights, ostensibly flowing from the doc-
trines of federalism and the separation of powers, often simply
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masked slavery and other forms of discrimination. And “local con-
trol” has often meant economic oppression at the local level in
company towns.

Taming Power: An Analogy and a Vision

Although the preceding analysis suggests limits to the effectiveness
of every personal and structural mechanism for taming power, it
need not be a counsel of despair. If power has a dual nature, perhaps
we can learn from studying other processes and phenomena that are
both useful and destructive.

A Structural Analogy: Power and Fire

Consider fire: it can heat our homes, cook our food, and light our
way. Untamed, it can destroy and kill. Like power, fire “shines in
heaven” and “burns in hell.”*® Over millennia, humans have learned
how to tame fire—to guard and trim it back—so as to secure its
beneficent effects and minimize its dangers. For example, fire is con-
fined to certain safe sites, such as furnaces, stoves, and the cylinders
of internal combustion engines. These sites, as well as other vul-
nerable spaces, are protected by fireproofing that uses fire-resistant
materials. Finally, fireiighters use a variety of fire extinguisher appa-
ratus and techniques to stop unwanted and out-of-control fires. Per-
haps the power-fire analogy could be elaborated to suggest ways of

M«

“power furnaces,” “power-proofing,” “power resistance,” “power

fighting,” and “power extinguishers.”

Generative Historical Consciousness

When encountered directly, power can impress, fascinate, attract,
repel, and terrify. From the perspective of history, however, power
often looks very different. Who cares that King James I appointed his
favorite George Villiers as Master of the Horse in 1616, the year of
Shakespeare’s death? Who remembers Christian Ludwig, margrave of



172 MORAL LEADERSHIP

Brandenburg, to whom Johann Sebastian Bach dedicated his match-
less Brandenburg Concertos? The once-mighty empires of Ashoka,
Caesar, Phillip II, and even Benjamin Disraeli have been reduced to
monuments and museum pieces. As the Victorian poet Henry Austin
Dobson wrote, “The bust outlasts the throne; the coin, Tiberius.”*

[ want to refer to this perspective of history as “historical con-
sciousness”; by that term, I mean the ability to view present actions
and alternatives from the distant perspective of history. It is quite dif-
ferent from basing present decisions on the “lessons of history,” which
often turn out to be wrong.” Soviet premier Nikita Khrushchev
showed a glimmer of historical consciousness in his reflections on
the Cuban missile crisis to the American editor Norman Cousins:
“When [ asked the military advisers if they could assure me that hold-
ing fast would not result in the death of five hundred million human
beings, they looked at me as though I was out of my mind or, what
was worse, a traitor. . . . [t is all such nonsense. What good would it
have done me in the last hour of my life to know that though our
great nation and the United States were in complete ruins, the na-
tional honor of the Soviet Union was intact?”>®

Building on Khrushchev’s comment, some systematic archival
and experimental research in psychology suggests the importance of
historical consciousness as a way of taming power concerns. In crisis
situations, people often distort levels of perceived power drive
(hence threat) when they process communications from the “other”
side, especially if their power motivation is aroused.’’ In laboratory
studies of crises, one of the very few experimental manipulations
that counteracts this tendency is the arousal of historical con-
sciousness. Thus, for example, in a study of college students’ per-
ceptions of speeches from a 1996 crisis between the United States
and Iraq, Markus Kemmelmeier and Winter found that instructing
participants to assume an impartial mediator role had no effect on
distortion of perceived power and threat. Distortion was removed
only by instructing participants to take the perspective of a histo-
rian five hundred years in the future, writing a history of the twen-
tieth and twenty-first centuries: “The world has changed greatly. In
particular, the political structure of ‘nation-states’ has undergone
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tremendous changes. . . . Obviously, the people who made these
speeches are long since dead, and you will want to work with wis-
dom and a sense of long-term perspective when deciding what is
worth writing about for your audience of 26th-century readers.”>®
As the Washington Post editor wrote at the beginning of World
War I, perhaps “the best time for a dispassionate discussion of wars
and the causes leading thereto is some centuries after they have

been fought to a finish.”

Power and Mortality

In “several centuries,” of course, we will all be dead. Is it possible to
encourage people to view their actions from such a perspective even
while they are alive? Perhaps historical consciousness with respect
to power has to do with the way in which we handle the undoubted
fact of our personal mortality and how we view a future world in
which we no longer live. That is, how we view our own mortality
determines whether we can tame our power drives. If the prospect
of ever shortening time until our own death is experienced as some-
thing that diminishes and threatens the self, then our power drives
may break through the constraints of love, reason, and morality in
a desperate determination to strike sooner rather than later.®

Hitler’s Anxiety. This sequence can be observed in the words and
deeds of Hitler, especially between 1937 and 1939. During 1937,
declining health, reinforced by his parents’ early deaths and a lifelong
fear of cancer, led Hitler to believe he did not have long to live. Dur-
ing the next two years, as his foreign policy became more and more
reckless, Hitler’s speeches to military leaders were laced with refer-
ences to “sterility” and the “decline of Germanism,” the possibility of
his own death, and the consequent certainty that “we could not wait
longer.” On August 29, 1939, just three days before the German inva-
sion of Poland, Hitler spoke to his entourage over dinner: “I'm now
50 years old, still in full possession of my strength. The problems must
be solved by me, and I can wait no longer. In a few years I will be

physically and perhaps mentally, too, no longer up to it.”*!
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Prospero’s Renunciation. There are people who can turn away
from the abuse of power or even renounce it completely. Perhaps we
can understand how they do this by examining their orientation
toward mortality. One of the most clear-cut examples is literary:
Shakespeare’s character Prospero in The Tempest. Having been
wrongfully exiled to a lonely island with his daughter, Miranda,
Prospero uses magical power to bring about a shipwreck that casts
his enemies onto his island. Prospero exults: “At this hour lies at my
mercy all mine enemies” (Act IV, Scene 1, lines 258-259). Yet only
thirty lines later, Prospero renounces his power: “My charms I'll
break,” “This rough magic I here abjure,” “I'll break my staff,” “I'll
down my book” (Act V, Scene 1 passim).

Perhaps we can understand the motives for Prospero’s sudden
transformation by examining what has happened in the scenes
immediately preceding his exultation. First, Miranda has been suc-
cessfully married to Ferdinand (son of the king of Naples, who had
driven Prospero into exile). At the wedding celebration, a play
within the play is staged, depicting the goddess Ceres and celebrat-
ing fecundity. At the end of the play, Prospero dismisses the “actor-
spirits” and begins his famous soliloquy about time and death:

Our revels now are ended. These our actors,
As I foretold you, were all spirits, and

Avre melted into air, into thin air;

And like the baseless fabric of this vision,

The cloud-capped towers, the gorgeous palaces,
The solemn temples, the great globe itself,

Yea, all which it inherit, shall dissolve;

And, like this insubstantial pageant faded,
Leave not a rack behind. We are such stuff

As dreams are made on, and our little life

Is rounded with a sleep [Act IV, Scene 1, lines 148—158].

These earlier events and words suggest that Prospero was able
to give up power because of the successful experience of generativ-
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ity—in Erik Erikson’s words, “the ability to lose oneself in the meet-
ing of bodies and minds . . . the interest in establishing and guiding
the next generation.”® The generative theme of the play echoes
Shakespeare’s own life. Many of his earlier plays portray disasters
of untamed power: for example, Titus Andronicus (written when
Shakespeare was thirty) and King Lear (written when he was forty-
two). The Tempest, with its very different treatment of power, was
written in 1611, when Shakespeare was forty-seven—a few years
after the marriage of his eldest child, Susanna, and the birth of his
first grandchild. It was probably his last full play, and the soliloquy
quoted above has been taken to be Shakespeare’s personal valedic-
tory to the theater.

Kennedy’s Vision. Prospero was a fictional character. Sometimes
real-life people—even political leaders—have articulated a gen-
erative vision of power, history, and mortality. Thus, in his June
1963 speech at American University, President John E Kennedy
spoke about the kind of peace “that enables men and nations to
grow and to hope and to build a better life for their children—not
merely peace for Americans but peace for all men and women—
not merely peace in our time but peace for all time.” Speaking
eight months after the Cuban crisis had brought the world close to
a thermonuclear holocaust and five months before his own death,
Kennedy urged a reexamination of American attitudes toward the
Soviet Union in words memorable for their generative vision: “So,
let us not be blind to our differences—but let us also direct at-
tention to our common interests and to the means by which those
differences can be resolved. And if we cannot end now our differ-
ences, at least we can help make the world safe for diversity. For, in
the final analysis, our most basic common link is that we all
inhabit this small planet. We all breathe the same air. We all cher-
ish our children’s future. And we are all mortal.”®
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POWER AND MORAL LEADERSHIP
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Are actions with moral implications disproportionately made by
people with power? Resource allocations, punitive acts, the produc-
tion of knowledge, the dissemination of collective values and morals,
and even sexual overtures and advances, many have claimed, are all
more typically enacted by people with power. In fact, one prevalent
definition of power as the control over the life outcomes and re-
sources of others implicitly intertwines power with one facet of
morality: the concern and responsibility for others’ welfare.! It is per-
haps for this reason that social theorists for thousands of years, from
Confucius to Plato, have grappled with the question of how leaders
are to be guided by ethical and moral concerns.

What is the relationship between power and morality? Are
leaders concerned with the moral implications of their decisions?
One possible answer to these interrelated questions proceeds as fol-
lows. Perhaps people who gain power do so because of their ele-
vated moral and ethical standards. Groups select their leaders and
extend power to others, this argument would contend, according to
the individual’s moral depth, perspective, and stature. Several social
forces might give rise to such a state of affairs. People with power
have greater access to the institutions and cultural practices that
help cultivate the moral and ethical senses. People with power are
subject to tremendous social scrutiny. Their actions tend to influ-
ence many other people. Both of these processes, which give greater
gravity to their actions and deliberations, might make the powerful
more reflective of their intentions and actions, and perhaps more
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morally attuned. Such a state of affairs, where power and elevated
morality go hand in hand, might be considered a desirable social
condition.

Regrettably, this scenario, where power and the cultivation of
moral sensibilities mutually reinforce one another, is hard to rec-
oncile with history’s abundant examples of moral abuses by people
in power. The same could be said for the most newsworthy, and
seemingly systematic, actions of leaders today, for example, the
fraud and cover-up perpetrated by Enron executives.” In the light of
these observations, one might argue that power corrupts moral
judgment and unleashes and amplifies the antisocial tendencies of
human nature.

In this chapter we argue for a third position regarding the ques-
tion of the relationship between power and morality. We will con-
tend that power does have a moral direction and that it is oriented
toward self-interest. This general claim emerges from a research
program on the determinants and effects of social power. We survey
a variety of studies on power and related variables such as social sta-
tus that examine power dynamics—who gains power, how the ac-
quisition of power affects reasoning and action—in spontaneous
interactions of individuals in informal social groups and in labora-
tory’s controlled environment.? This research, and other findings
and their implications, have led to four generalizations that form
the heart of this chapter. First, we argue that the acquisition, or
distribution, of power is not random. Instead, power tends to be
given to people who are more likely to act in an impulsive and self-
interested fashion. Second, we argue that the power affects moral
judgment through a process of disinhibition leading to impulsive-
ness and often the pursuit and rationalization of self-interest. Third,
we propose that power, through subtle and often unconscious
processes, evokes social consensus. The social consensus that power
evokes tends to entrench the views and values of those in power.
Finally, we consider certain leveling mechanisms that constrain the
abuses of power.
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Status Endowed: The Rise of the Impulsive

Who attains social power? What kinds of individuals rise in social
hierarchies? Answers to these questions are critical to the more gen-
eral question of the moral direction of power, for if there are certain
kinds of individuals who gravitate to positions of power, with cer-
tain values or moral orientations, then power is likely to be associ-
ated with certain moral views and principles and not others. These
questions are all the more important in the light of recent studies
by Serena Chen and her colleagues, which demonstrate that power
amplifies the preexisting tendencies—whether Machiavellian or
altruistic—of the individual.* If the individual is prone to self-inter-
ested action, power intensifies those self-interested tendencies and
behaviors. If the individual is prone to attend to the needs and con-
cerns of others, being in power makes this person all the more
communal and prosocial. Who attains positions of power, by impli-
cation, will influence what the effects of social power look like.

In addition to dispositional inclinations toward prosocial or self-
serving motives, situational factors promoting these different goals
are germane. Social and cultural contexts such as competitive cor-
porate environments, the pursuit of political agendas, or cultural
values stressing individual achievement can all serve to increase the
likelihood of self-interested expressions of power.

Numerous studies suggest that people who are prone to impul-
sive behavior are likely to attain power. Several studies find that peo-
ple who are interested in dominating and manipulating others attain
social power.> Personality traits predict the attainment of power for
young adults in informal social groups, such as residence halls,
fraternities, and sororities.® In particular, the personality traits of
interest were Extraversion, which is defined by impulsivity and gre-
gariousness; Conscientiousness, defined by an achievement, goal
focus, and clear scruples and standards; and Neuroticism, defined by
emotional volatility and anxiety and distress. In these studies, highly
extraverted females and males attained higher positions within
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social hierarchies, typically within the first week of entering into
the group. Extraverts, impulsive and excitable by nature, quickly
rise in power. Conscientious people, in contrast, tended to attain
lower positions in the hierarchy, especially women. And as one
might expect, highly neurotic individuals also occupied lower po-
sitions within social hierarchies. These findings tell us that the
attainment of power is not random with respect to the character of
the individual. Nor is the distribution of power merit based. Posi-
tions of power are more likely to be inhabited by impulsive, ener-
getic, charismatic individuals who are prone to self-interested
actions, precisely the behavior that power permits.

Power and the Pursuit of Self-Interest

In addition to the dispositional factors that characterize those who
attain power, we argue that being in a high power role further dri-
ves individuals to impulsive action. In a recent theory of the effects
of social power, we argued that elevated power increases the likeli-
hood of impulsive action, particularly actions that satisfy the indi-
vidual’s desires, goals, and interests.” In more specific terms, we have
reasoned that powerful individuals live in environments with abun-
dant rewards, including financial resources, food, physical comforts,
beauty, and health, as well as social resources, such as flattery, es-
teem, attraction, and praise. As Weber observed nearly sixty years
ago, people with elevated power tend to enjoy the freedom to act
without significant interference from others or serious social conse-
quences.? Acting within reward-rich environments and uncon-
strained by others’ evaluations or the consequences of one’s actions,
people with elevated power should be disposed to act in impulsive
fashion that satisfies their current interests and goals.

For complementary reasons, the lack of power should be associ-
ated with increased inhibition and constraint. Less powerful indi-
viduals tend to have reduced access to material, social, and cultural
resources and are more subject to social threats and punishments.
Thus, they are more sensitive to the evaluations and potential con-
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trol of others. For example, less powerful individuals are more likely
to be victimized by aggression. This is evident in childhood bully-
ing, which is directed at low-status children,’ racism and discrimi-
nation against minority groups,'® violence against women,!' and
crime in activities victimizing members of lower classes.!” Acting in
environments with increased punishment, threat, and the lack of
resources and aware of the social constraints placed on their behav-
ior, people with reduced power should be disposed to elevated lev-
els of inhibition-related affect, cognition, and behavior.

The preceding arguments suggest that more powerful individu-
als should show elevated levels of goal-directed, impulsive action.
The absence of power, in contrast, should be associated with height-
ened activity of inhibition-related processes. We have also argued
that these effects of power apply at multiple levels of analysis,
including the individual, the dyad (for example, within romantic
relations), the group (for example, within a work organization or
political decision-making body), and the collective (for example,
where identity derives from social class, ethnicity, or gender). We
make this claim based on the notions that power ultimately
involves a subjective process that is similar across these levels of
analysis and because the effects of power on action are mediated by
similar neurocognitive processes, such as levels of dopamine (which
facilitate goal-related action) and serotonin (which is involved in
the inhibition of behavior).!?

The mounting evidence in support of the approach-inhibition
theory of power suggests that individuals with power act in impul-
sive, self-interested fashion, often neglecting social norms, morals,
and the concerns of others. Empirical studies have given individu-
als power within experimental contexts (for example, by allowing
one individual to control the resources of another), or they have
assessed power as a traitlike disposition within the individual.'*
With these varying methods, studies indicate that people with
power are more likely to act in impulsive, and self-interested fash-
ion. Thus, those in power are more likely to consume collective
resources.” They are more likely to act in sexually forward and
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often profligate fashion.'® People who enjoy elevated power have
been shown to violate social norms related to gambling and drink-
ing.!” High-power individuals, both adults and children, have been
observed to touch others in ways that are inappropriate to the social
context.'® And still other studies have revealed that people with
less power are more likely to be victimized, as exemplified in corre-
lations between power and hate crimes, sexual harassment, and
rape.!” If human nature, as many have reasoned, reflects a tension
between self-interest and the interests of others and the greater
good, power tips this balance, disposing the individual to act in
impulsive, self-interested ways.

Power and the Ideology of Self-Interest

A related issue is how powerful individuals rationalize their impul-
sive tendencies. We suggest that people in power will espouse moral
ethics that justify and facilitate self-interested action. They do so by
prioritizing rights and freedoms as moral concerns over other moral
values involving duties, obligations, responsibilities to others, need,
and caring. Our analysis will necessarily be speculative and extend
beyond the current empirical basis; however, it is based on a con-
temporary psychological study of morality.?° Its first premise is that
morality is broader than previously thought. For decades, empirical
psychologists defined morality in arguably narrow terms, in terms of
rights, harm, and justice. More recent work has shown in numerous
cultures that people make moral judgments according to a broad set
of ethical concerns, which include concepts related to duties and
obligations, caring, and purity, both bodily and spiritual. Our claim
is that power makes people define morality in narrow terms, focus-
ing on rights and self-interest.

Our second guiding assumption, again one that has emerged in
recent empirical studies of moral judgment, is that moral views
often act as rationalizations for courses of action the individual
takes or states of affairs the individual experiences.?! Moral intu-
itions have many origins: they emerge out of the individual’s expe-
rience, they unfold with cognitive development, and they are
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invoked to explain choices and actions. We argue that power pre-
disposes the individual to act in self-interested fashion, which in
turn is rationalized by a certain set of moral constructs.

Power and the Moral Rationalization of Self-Interest

How do individuals in positions of power justify their impulsive
actions? Surprisingly few psychological studies have addressed this
question. To begin to formulate an answer here, we extrapolate
from one germane study that suggests that power may relate to a rel-
atively narrow conception of morality based on individual rights
and self-interest.

In this study, Jon Haidt and colleagues asked lower- and upper-
class participants in Brazil and Philadelphia to read a number of
vivid scenarios that portrayed infractions of varying kinds.?? For
each hypothetical scenario, participants indicated, as a measure of
their moral judgment, whether they thought the people in the sce-
narios should be punished for their actions. Some of these situations
involved harm: a boy pushes a girl off a swing that he wants to use.
Others involved violations of a social convention: a man eats food
with his hands, both in public and private, after washing them. Still
others depicted harmless but offensive actions: a family eats the
family dog that had been hit by a car; a woman cleans her toilet
with cut-up portions of the country’s flag.

Participants in both cultures and from both socioeconomic
backgrounds were strongly inclined to punish perpetrators of harm-
ful acts (that is, pushing someone off the swings). Intended harm
can be thought of as a clear universal moral concern. For every
other violation, however, the students of lower socioeconomic sta-
tus (SES) expressed a greater sense of moral offense. They were
more inclined to punish violations of social conventions. They
were more likely to punish perpetrators of harmless but offensive
and impure symbolic and sexual acts. And in other research, peo-
ple from lower socioeconomic background are much more likely
than those from higher backgrounds to define morality in terms of
duties, obligations, and attending to the needs of others.”?
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From this illustrative study, we assume that lower-SES individ-
uals define morality much more broadly than upper-SES countet-
parts. Lower-SES individuals define morality as including issues of
obligation, duty, and purity and attending to the needs of others.
Upper-SES individuals, by contrast, define morality in terms of free-
doms and individual rights—principles that allow the pursuit of
self-interested courses of action by allowing obligations and concern
for others to be written off as mere convention in the pursuit of
individual goals.

We contend that these class-based differences in the prioritiza-
tion of moral concerns generalize to social power more generally, for
in empirical studies, people from upper-SES backgrounds feel more
powerful in their daily lives than do people from lower-SES back-
grounds.”* We also note that similar differences in moral principles
emerge in studies of power and the allocation of resources.”” Whereas
low-power individuals prefer the principle of equality or a need-based
approach to the allocation of resources, high-power individuals pre-
fer the rule of equity (to each according to his or her contributions),
maximizing the likelihood that their self-interest will be satisfied.?®

Putting these empirical strands together, we contend that power
inclines people to pursue self-interested courses of action. This dis-
position in turn is rationalized by a commitment to an ideology of
self-interest, where high-power individuals justify the pursuit of
goals and resources in terms of rights and freedoms. These claims
echo Jost and colleagues’ theory of system justification, the process
by which high-power individuals justify societal inequalities with
stereotypes of high- and low-status individuals (for example, as
innately talented or deserving of their lot in life) and ideologies of
meritocracy or individualism.?”

Power and the Complexity of Moral Judgment

Finally, what about the general complexity of the moral views of
those in power? Moral issues, such as the debates over gay marriage,
abortion, and interventionist foreign policy, are inherently complex,
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involving multiple principles and perspectives. Morality involves
multiple domains related to rights, freedom, purity, duty, obligation,
need, and caring.”® Moral views therefore can also vary in their com-
plexity and the degree to which they incorporate multiple principles
(for example, freedom and duty) and multiple perspectives. Work by
Tetlock and colleagues has shown that to the extent that leaders
endorse more complex moral-political positions, they are better
able to negotiate with adversaries and avoid conflict escalation.?’

What, then, of the general relationship between power and the
complexity of moral views? Numerous empirical studies suggest that
the moral views of those in power are simplistic: they lack the hall-
mark characteristics of more complex positions that incorporate
multiple views and interconnect principles within a particular posi-
tion. Studies of U.S. Supreme Court justices, political leaders, and
strangers within social interactions all indicate that high-power
individuals reason in less complex fashion and that their moral
positions and assertions are defined by more one-sided, simplistic
claims.*® The simplistic moral judgments of those in power are con-
sistent with our overall depiction of those in power as impulsive
people who attend to a more limited spectrum of moral concerns.

[s there, then, a moral direction to the nature of power? We
would argue that power often disposes individuals to pursue self-
interest and endorse moral views that justify the relatively unfet-
tered pursuit of personal goals and desires. Furthermore, research
suggests that the moral positions of those in power tend to be fairly
extreme, unqualified by alternative views. These claims are hypoth-
eses with partial support that await further empirical study. We now
suggest that the social environments of high-power individuals bol-
ster these moral stances.

Power and Solipsistic Social Environments

Thus far we have argued that powerful people are predisposed to
pursue courses of action that satisfy self-interest and that they ratio-
nalize their actions in part by invoking moral ethics centering on
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freedoms, rights, and self-interest. How then do these rationaliza-
tions of self-interest unfold in social context?

Power by its very nature is a bidirectional process; power, in
part, is given by one person to another. This rather remarkable
property of human social hierarchies—that high-power individuals
gain their positions through the permission of others—was long ago
noted by the sociologist Goffman. His analysis of deference and
demeanor suggested that it is only through the complicity of others
that people enact their social identities.’! Furthermore, the sociol-
ogist Emerson offered the insightful notion that low-power indi-
viduals control high-power individuals through affordances of status
and respect.’’ Within human social hierarchies, this theorizing
implies that low-power individuals constrain the actions of high-
power individuals through the social constructive processes involv-
ing expressions of respect, admiration, deference, and esteem.

Perhaps low-power individuals, through informal communica-
tion processes such as teasing and gossip, and through basic emo-
tional responses, provide checks and balances on those in power.
Several empirical studies described below examine whether low-
power individuals do indeed constrain high-power individuals in
this manner. Overall these studies suggest that high-power individ-
uals are exposed to little, if any, moral critique and tend to evoke
consensus from others. This research suggests that high-power indi-
viduals live in solipsistic environments that largely support their
preexisting views. Several scholars have noted this. For example,
Janis, in his analysis of groupthink, noted the problematic tendency
for group members to resist contradicting the views of those in
power, which adversely affects group decision making.’*> The re-
search examined next suggests that power evokes particularly self-
confirming environments for high-power individuals.

Power and the Silencing of Moral Critique

In one line of research, we have investigated the effects of social
power on teasing and gossip, two informal communicative processes
by which people comment on, and control, the moral tendencies of
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other group members. Teasing and gossip are particularly interesting
from the standpoint of power because they are off-record commu-
nicative acts. That is, teasing and gossip offer commentaries, often of
a critical nature, on others, but they do so in an indirect or back-
channel fashion. In teasing, the commentary is rendered off-record
through various linguistic devices, such as hints, exaggerations, meta-
phors, ironic comments, or alterations in the speed or loudness of the
utterance, all of which indicate the statement is in part not literally
true and to be taken in the spirit of play. Gossip too is an indirect
communicative act, in part through similar linguistic devices that lie
at the core of a tease and also due to its hushed, behind-the-scenes
character. One might expect that low-power individuals would use
teasing and gossip to curb and control the actions of those in power.
They might tease and gossip about high-power individuals in ways
that highlight their moral shortcomings and foibles and flaws.

Not so. In studies of power and teasing, low-status group members
tend to tease others with delicacy and discretion, and in ways in
which the provocative content of the tease is greatly diminished.*
For example, in one study high- and low-status fraternity members
were given two initials (for example, A.D.) and asked to make up a
nickname and use that nickname to tease high- and low-status peers.
The content of the teases was coded for evidence of moral critique
and also for evidence of the off-record, linguistic devices that render
teases more playful and less critical. This study reveals a telling prop-
erty of communication by and about high- and low-power indi-
viduals. High-power individuals teased both high- and low-status
individuals in a direct, morally critical fashion. This is consistent with
several other studies showing that high-power individuals in hospi-
tals, in organizations, and on the playground frequently use teasing to
critique, bring in line, and inculcate morals in low-power peers.*>

Perhaps more surprising was the teasing produced by low-power
individuals, in particular in relation to the high-power individuals.
Low-power individuals were extremely delicate, even laudatory, and
certainly hesitant to criticize, the high-status members of their
group. We have since replicated this finding in a study of gossip
within a female sorority.>® When sorority members were induced
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to gossip about a high-status member in a risky situation in which
the gossip might get back to the target, a similar pattern emerged:
they instilled their critique with ambiguity and off-record markers
and gossiped in a more flattering, praiseworthy way. These studies
demonstrate the manner in which social feedback is rendered less
challenging to high-power individuals. Low-power individuals are
not inclined to deliver direct, harsh critique of their high-power
counterparts but instead disguise their commentary as more benign
by infusing it with praise and linguistic markers of ambiguity.

Studies within political communication have documented a sim-
ilar pattern of silencing in the communication of low-power individ-
uals.’” In a laboratory study that prompted participants to discuss
affirmative action, students with opposing affirmative action attitudes
were paired with a partner of lower or higher trait power. Low-power
opponents felt silenced in the political discussion and were judged by
independent coders as introducing less disagreement into the conver-
sation. Having power in the political discussion meant less exposure
to a partner’s disagreement and subsequently a more positive affective
experience. In discussions of a political issue, high-power individuals
were not restrained by critique or disagreement from their opponents.

Placed within the arguments that we are advancing in this
chapter, these studies suggest that high-power individuals are un-
likely to hear critiques of their moral views and actions, even in in-
formal social interaction. These studies suggest that the silencing of
those with less power critique may be a pervasive phenomenon,
ranging from informal communicative acts to direct, structured
conversations. As a result, high-power individuals are likely to over-
estimate the consensus in their moral views and, in turn, attribute
greater certainty and universality to those claims.

The Upward Flow of Information to Those in Power

The study of the gossip observed within the sorority points to
another process by which informal communication consolidates
and entrenches the moral ideologies of those in power.?® In a first
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phase of the study of sorority gossip, all members of the sorority
indicated who they gossiped about and with whom they gossiped.
These sociometric nominations were used to derive a map of the
flow of gossip within the sorority to address to whom this morally
relevant communication went and whom it targeted.

Given gossip’s secretive and back-channel nature, one might
have expected gossip to function as a means of critiquing those with
power. In this sense, one might think of gossip like other forms of
off-the-record communication, the best example being forms of
satire, which expose the foibles of the powerful and challenge the
legitimacy of hierarchical arrangements. This study suggests instead
that gossip lacks this critical, destabilizing function. In fact, it
appears to do quite the opposite, at least when risks of reprisal are
significant. Gossip transmits valuable social information into the
hands of those with power: it consistently flowed to high-status
sorority members and targeted group members who were well
known but had low status in the group. The recipients of gossip in
our study were clearly the agents of social control in the group,
managing the discourse that threatened the reputations of those
with less power. And this was evident in their actual gossip behav-
ior as well, which we captured in a later phase of the experiment.
High-power recipients of gossip tended to gossip in ways that were
more critical and damaging to the reputations of others.

Earlier we argued that high-power individuals act in a self-
interested fashion and rationalize these acts with certain moral
claims. Although one might expect these actions to be subject to
critique, our evidence suggests that this is not always the case: com-
municative processes that typically serve to critique and control—
teasing and gossip—are muted and softened when directed at
high-power individuals. In addition, communications over explicit
disagreements (such as political discussions between opponents)
produce little disagreement from low-power discussion partners.
These studies suggest that high-power individuals act in social envi-
ronments that present little critique, skepticism, or challenge and
further their control over others.
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Power and Mimetic Behavior

In addition to evidence that low-power individuals modify their
behavior in deference to high-power individuals, it appears that
power also exerts its influence on more deeply rooted and involun-
tary processes such as emotional experience and attitude shifts.
More specifically, recent empirical evidence indicates that low-
power individuals shift toward the emotions and attitudes of those
individuals in power, often without being aware of these dynamics.
In one study of emotional convergence, friends came to the lab-
oratory at two different times during the year and reported their
emotional reactions to different evocative stimuli such as humorous
or disturbing film clips.*® The central question was whether people
with less power within a dyadic bond would make more of the
change in the emotional convergence process over the course of the
year than high-power individuals. That is, did the emotions of low-
power individuals, thought by many to be outside volitional control,
begin to conform to the emotions of high-power friends over time?
Indeed this proved to be the case: the emotional styles of low-
power individuals shifted over the course of the year to resemble the
emotional profiles of high-power individuals. Powerful partners’ own
emotions at a later time point were not predicted by their partner’s
emotions at Time 1. These findings emerged for both positive and
negative emotion. In contrast, the emotions of the less powerful
partner at Time 2 were predicted by their partner’s prior emotions.
These findings fit one of the well-documented properties of the
social interactions of high- and low-power individuals: that low-
power individuals attend quite carefully to the actions of high-
power individuals, who in turn are relatively unaware of the actions
of low-power individuals.*’ This power-related difference in social
attention is likely to account for the patterns of emotional conver-
gence. And in fact, in the political discussion study described
above, there is further support for this thesis: low-power individuals
shifted their attitudes toward affirmative action (reported privately
before and after the discussion) in the direction of a higher-power
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partner’s attitude.*! In contrast, higher-power partners were less
likely to shift their attitudes toward their partner’s attitudes. More
generally, these studies of social interaction suggest that high-power
individuals elicit confirmatory patterns of emotions and attitudes.
We suggest that the consensus that high-power individuals tend to
evoke in those individuals who surround them is likely to enhance
the certainty and conviction in their views.

Leveling Mechanisms

We have argued that power can lead to self-interested behavior and
disregard for others’ well-being through selection pressures for self-
interested actors and through situational pressures toward impulsive
behavior, moral rationalizations, and solipsistic social environ-
ments. But are there processes that check the negative effects of
power and encourage moral leadership? Research on situational fac-
tors (accountability and reputation) and person factors (responsi-
bility) suggests ways to help curb the tendency of power to produce
self-interested behavior.

Accountability

Accountability—the sense that one’s actions are personally identi-
fiable and subject to the evaluation of others—often accompanies
structural power and acts as a constraint on power. Individuals in
power who know they will be held accountable are more likely to
consider social consequences and take others’ interests into ac-
count.* This may help explain why U.S. presidents exhibit greater
cognitive complexity after they are elected, when they are account-
able to a diverse array of constituents, than prior to election.*> From
our perspective, accountability is implicit in the psychology of low-
power individuals: they carefully consider how their actions will
influence and be judged by others. To the extent that high-power
individuals are accountable for specific actions, they should be less
likely to show the pattern of impulsive, self-interested action and
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moral rationalization that we have described thus far. Individuals
may behave in a strikingly different fashion as they acquire power
and are accountable to others, compared to when their power is
firmly entrenched.*

Reputation

What, then, is at stake when those in power are accountable to oth-
ers! What risk does disdain in the eyes of those with less power pose
to the powerful? Despite their control over resources, those in power
rely on those below them for one of their most important resources:
their reputations.®> The concept of reputation as a leveling mecha-
nism has underscored many theories of how the reckless pursuit of
self-interest is constrained in cooperative society. Adam Smith
posited that social approbation and disapprobation were critical to
sustaining honorable behavior in commerce.* In the legal history of
defamation law, reputation has been treated as a resource that, when
damaged, could impose a measurable economic loss on any person
who participates in the marketplace.*’ Even self-interested individ-
uals must maintain honorable behavior to some extent because a
damaged reputation results in a loss of trust, which leads to exclu-
sion from the benefits of social exchange. These claims are borne
out in the modern online marketplace, where reputation ratings
based on customer feedback are created, adjusted, and publicly dis-
played on a transaction-by-transaction basis. Research based on one
popular online marketplace, eBay, has demonstrated that mer-
chants with better reputations are able to attract more customers to
their online store and command higher prices for the same mer-
chandise being sold for less by merchants with worse reputations.*®
Compounding the risks associated with losing one’s reputation is
the negativity bias—the tendency for negative characteristics to
exert disproportionate weight in overall impressions of character,
suggesting that a good reputation is far easier to damage than a bad
reputation is to repair.*’

Clearly the powerful have much to lose by a damaged reputa-
tion. How then are the reputations of high-power individuals jeop-
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ardized by their actions and the evaluations of others? Gossip is a
primary means of shaping reputations, yet the behavior of those low
in power is constrained when gossiping about those in positions of
power. In the study of gossip in a sorority, an interesting finding was
that despite the more apologetic and off-record nature of their gos-
sip, the lower-status targets of gossip were actually more likely to
point out norm violations when gossiping about others. These re-
sults suggest that although the risks associated with gossiping about
a high-status group member may necessitate more cautious gossip
behavior, couched in indirectness and even flattery, the powerful
may not completely escape social criticism for their misdeeds. More
generally, we might expect the reputational critiques of those in
power to be more pronounced and pointed in less structured inter-
actions than those we have studied.

The Responsible Use of Power

Research by Winter and others indicates individual differences in
the use of power.’® One such difference that delineates those who
use power impulsively and those who do not is a concern with re-
sponsibility. Examining the actions of individuals with high power
motivation, those who exhibited a concern for responsibility in
addition to a desire for power were successful leaders whose subor-
dinates experienced high morale. In contrast, individuals with high
power motivation who had little concern for responsibility demon-
strated profligate impulsivity. In another study, responsibility mod-
erated the effect of power on profligate behavior in both men and
women.’! This study indicates that the negative effects of power
can be curbed by a concern with responsibility. Why, then, are some
individuals more likely to be guided by this concern?

Life span events can increase responsibility. Winter and col-
leagues have shown that individuals high in the need for power
engaged in profligate gambling, drinking, and sexual licentiousness
less often when two kinds of life events enhanced their account-
ability: the presence of younger siblings and the arrival of offspring.’?
In fact, the social responsibilities tied to having a younger sibling or
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parenthood led high-power individuals to engage in more prosocial,
approach-related behaviors, such as involvement in voluntary orga-
nizations. In summary, accountability, reputation, and responsibil-
ity are all factors that reduce the likelihood of power leading to
impulsive, and at times antisocial, self-interested actions.

Conclusions and Future Directions

How are power and morality linked? Will power always corrupt? In
this chapter, we have argued that the social processes that give rise
to the acquisition of power, and the ways that power affects the
individual and the surrounding social environment, have a direc-
tion with moral implications: the pursuit, expression, and rational-
ization of self-interest. Many individuals who rise to power are
concerned with self-serving pursuits. Once given power, they are
likely to pursue with little constraint their goals, desires, and im-
pulses. And by their very actions, powerful individuals evoke social
environments that reinforce these tendencies.

Many of our claims have gone beyond the current data and
clearly require empirical examination. The same can be said for our
conceptual analysis, which is certain to be subject to boundary con-
ditions we have not elucidated. For example, the very nature of self-
interest, whether it prioritizes the concerns of the individual or of
kin or community, is certain to vary across context and culture. If so,
one might expect our predictions concerning the effects of power on
self-interested action and moral rationalization also to vary in their
content across individualistic and collectivistic cultures.

For millennia, social theorists have grappled with the question
of how power and morality are intertwined. Our analysis is intended
to prompt further empirical research and promote a nuanced under-
standing of the problem of moral leadership.
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ORCHESTRATING
PROSOCIAL MOTIVES

C. Daniel Batson

The challenge of moral leadership is, I take it, to get people to act
more morally. To provide guidance on how one might manage this
formidable task, we need to have some sense of what we mean by
moral.

Much of what we refer to as moral can be subsumed under the
notion of giving weight to the interests and desires of others in sit-
uations in which our interests and theirs conflict. Although this
notion may not cover propriety morality (adherence to cultural stan-
dards and taboos), it covers interpersonal morality. And interpersonal
morality encompasses a lot. It includes getting people to recycle,
carpool, vote, contribute to public television and community char-
ities, promote justice in society, care for the needy, not harm others,
do business honestly, and pay their fair share of taxes. If we can fig-
ure out a way to lead toward increased interpersonal morality, I shall
be quite content.

Perhaps the most obvious forms of moral leadership are (1) to
lead by legislation—whether at the local, state, national, or inter-
national level; (2) to lead by example—as did Mahatma Gandhi,
Martin Luther King Jr., and Mother Teresa; and (3) to lead by
encouraging critical reflection on moral issues and questions—char-
acter education. I wish to consider a fourth form of moral leader-
ship: leading by orchestrating the motives that might prompt a
person to act morally. The idea behind this less obvious form of
moral leadership is that if we can identify the motives that prompt
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people to act morally, what I shall call prosocial motives, then we can
play on these motives to get people to act more morally.

Why worry about orchestrating prosocial motives!? Why not just
play on all the motives available? The reason is that, like different
musical instruments in orchestra, different motives can create dis-
cord rather than harmony. The challenge is to find a combination
that harmonizes to produce positive effects that no one form of
prosocial motivation alone can provide.

Motives as Goal-Directed Forces

Following Kurt Lewin, I am thinking of motives as goal-directed
forces to obtain or maintain valued states.! A valued state is a state
one prefers over some other. Mary values State A over State B if she
consistently chooses State A over State B, other things being equal.
If a negative discrepancy is perceived between a current or antici-
pated state and a valued state, then obtaining or maintaining the
valued state is likely to become a goal.

It is possible—and important—to distinguish among ultimate
goals, instrumental goals, and unintended consequences. Ultimate
goals are the valued states the individual is seeking to reach. “Ulti-
mate” does not here mean “cosmic” or “most important”; it simply
refers to the state or states a person is seeking (perhaps unconsciously)
at a given time. Each different motive has a unique ultimate goal
evoked by a unique value. Instrumental goals are sought because they
are stepping-stones to ultimate goals. When an ultimate goal can be
reached more efficiently by other means, an instrumental goal is
likely to be bypassed. Pursuit of a goal, whether instrumental or ulti-
mate, may produce effects—sometimes dramatic—that are not them-
selves a goal. These are unintended consequences.

Four Types of Prosocial Motivation

To identify different prosocial motives, let us consider what values
might be pursued by acting morally. There is little doubt that most
of us value our own welfare and are motivated to increase it when
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opportunities arise. Egoism, motivation with the ultimate goal of
increasing our own welfare, clearly exists. Indeed, virtually every
major account of human action in psychology, sociology, econom-
ics, and political science assumes that human action is always and
inevitably directed toward the ultimate goal of self-benefit.? Ac-
cording to this assumption, we act to benefit others or for the good
of society only because doing so is an instrumental means to promote
our own welfare or is an unintended consequence of promoting our
own welfare. Obviously, if this view of human motivation is correct,
then anyone wishing to stimulate moral action had best address all
appeals to self-interest.

Recent theory and research suggest, however, that this view of
human motivation is not correct. Self-interest is a powerful and per-
vasive motive, but apparently the human capacity for caring is not
limited to one’s own interest. Three other broad classes of motives
have been proposed that involve interests outside ourselves: altru-
ism, motivation with the ultimate goal of increasing the welfare of
one or more other individuals as individuals; collectivism, motiva-
tion with the ultimate goal of increasing the welfare of a group; and
principlism, motivation with the ultimate goal of upholding some
moral principle, such as justice.?

[ suggest that all four of these prosocial motives exist and that
each has its own distinct promise and problems as a source of moral
action. For a given individual in a given situation, more than one
of these motives may be present at once. When this is the case, the
motives may either clash or harmonize with one another. Before
considering their interplay, however, let me say more about each
type of prosocial motivation. Table 8.1 provides an overview of my
analysis.

Egoism: Motivation to Benefit Oneself

Egoism is the most obvious motive for acting morally. Action that
benefits others or serves the common good can be egoistically moti-
vated if this action is either instrumental to reaching the ultimate
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Table 8.1. Four Prosocial Motives
Motive Ultimate Goal Strengths Weaknesses
Egoism Increase one’s  Many forms; Moral action relates to
own welfare. easily aroused; egoistic motivation only
powerful. as an instrumental means
or as an unintended
consequence.
Altruism Increase the Powerful; may May be limited to
welfare of one  generalize to individuals for whom
or more other  group of which  empathy is felt; moral
individuals. other is a action relates to altruistic
member. motivation only as an
instrumental means
or as an unintended
consequence.
Collectivism Increase the Powerful; May be limited to
welfare of a directly focused  in-group.
group or on common
collective. good.
Principlism  Uphold some  Directed toward Often seems weak;

moral principle
(for example,
justice).

universal and
impartial good.

vulnerable to
rationalization.

goal of self-benefit or is an unintended consequence of reaching this
goal. A philanthropist may endow a hospital or university to gain
recognition and a form of immortality. A capitalist, nudged by
Adam Smith’s invisible hand,* may create jobs and enhance the
standard of living of the community while motivated by relentless
pursuit of personal fortune. A student may volunteer at a local nurs-
ing home to add community service to her résumé. All three are
egoistically motivated. Yet the action of each may be considered
beneficial to society and, from a consequentialist perspective, moral.

Reflecting on what motives might induce people to act for the
common good, ecologist and social policy analyst Garrett Hardin
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concluded that egoism is not simply the most obvious. He con-
cluded that it is the only motive sufficiently pervasive and powerful
to do the job. Hence, Hardin proposed his Cardinal Rule of Policy:
“Never ask a person to act against his own self-interest.”

Varieties of Egoistic Motivation. A number of self-benefits can be
the ultimate goal of acting morally. One can act to gain material,
social, and self-rewards (for example, pay or prizes, recognition or
praise, esteem-enhancement), or to avoid material, social, and self-
punishments (for example, fines, avoidance of censure, guilt, shame).

When one looks beyond the immediate situation to consider
long-term consequences and intangible benefits for oneself, self-
interest becomes enlightened. From an enlightened perspective,
one may see that head-long pursuit of self-interest will lead to less
long-term personal gain than will acting for the common good. So
one may decide to act for the common good today as an instru-
mental means to reach the ultimate goal of maximizing self-benefit
in the long run. Appeals to enlightened self-interest are often used
by politicians and social activists trying to encourage action for the
public good. They warn us of the eventual consequences for our-
selves and our children of pollution or of underfunded schools.
They remind us that an unchecked epidemic may reach into our
home, or that if the plight of the poor becomes too severe, we may
face revolution. The motivation they seek to arouse is egoistic; they
threaten our enlightened self-interest.

Nontangible self-benefits of acting morally have sometimes
been called side payments. One may, for example, act morally as a
means to reach the ultimate goal of avoiding social censure or guilt.
In his defense of utilitarianism as a moral standard, John Stuart Mill
asked, “Why am I bound to promote the general happiness? If my
own happiness lies in something else, why may I not give that the
preference?’® Mill’s answer was that we will give our own happiness
preference until, through education, we learn the sanctions for
doing so. External sanctions stem from social censure (including
divine censure); internal sanctions stem from conscience. Sigmund
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Freud presented a similar view, as have most social learning and
norm theorists since.’” Side payments are not all negative; there are
also nontangible self-rewards of acting morally. People may attend
to the interests and desires of others to see themselves—or be seen
by others—as caring, concerned, responsible, good people. Pursuit
of such side payments may provide great benefit to others. Still, the
underlying motivation is egoistic.

Promise and Problems of Egoism as a Source of Moral Action.
Egoistic motives offer promise for promoting moral behavior because
they are easily aroused and potent. They offer problems because they
are fickle. If the egoistically motivated individual finds that self-
interest can be served as well or better without giving attention to
the interests and desires of others, then others’ interests be damned.
If he or she can break free from Mill’s external and internal sanc-
tions, from the constraint of social and self-censure, from the desire
for social and self-esteem, then narrow self-interest reigns supreme.

Altruism: Motivation to Benefit
One or More Other Individuals

Altruism is motivation with the ultimate goal of increasing the wel-
fare of one or more individuals other than oneself. Altruism should
not be confused with helping behavior, which may or may not be
altruistically motivated. Nor should it be confused with self-sacrifice,
which concerns cost to self, not benefit to the other.

The most commonly proposed source of altruistic motivation is
empathic emotion. By empathy [ mean other-oriented feelings elic-
ited by and congruent with the perceived welfare of another person.
If the other is perceived to be in need, then empathy includes feel-
ings of sympathy, compassion, and tenderness. These feelings appear
to be a product not only of perceiving the other as in need but also
of valuing the other’s welfare. It has been suggested that empathic
feelings in turn amplify motivation directed toward the ultimate goal

of relieving the empathy-inducing need—altruistic motivation.?
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Problems. Although there is now strong evidence that empathy-
induced altruistic motivation exists, is it a plausible source of moti-
vation to act morally? Altruism, especially empathy-induced altruism,
appears to be directed toward the interest of specific other individu-
als. It may not be possible to feel empathy for an abstract social cat-
egory like the community, people with AIDS, the elderly, or the
homeless. Furthermore, the likelihood that the needs of different
individuals will evoke empathic feelings is not equal because we do
not value the welfare of all individuals equally. Empathic feelings
are more likely to be felt for those (1) who are close to us such as
friends and kin, (2) to whom we are emotionally attached, (3) for
whom we feel responsible, or (4) whose perspective we adopt. And
like any other emotion, empathic feelings are likely to diminish
over time. Underscoring these limits, it has been found that empa-
thy-induced altruism can lead one to act immorally, showing unfair
partiality toward a person for whom empathy is felt.’

These limits suggest that many of our most pressing moral con-
cerns may evoke little empathy. The people in need are too remote;
the problems are too abstract and long term. For this reason, Garrett
Hardin dismissed altruism as a potential solution to large-scale social
problems such as poverty, homelessness, population control, or pol-
lution: “Is pure altruism possible? Yes, of course it is—on a small
scale, over the short term, in certain circumstances, and within
small, intimate groups. . . . But only the most naive hope to adhere
to a noncalculating policy in a group that numbers in the thousands
(or millions!), and in which many preexisting antagonisms are
known and many more suspected.”’® Hardin quickly returned to his
Cardinal Rule: never ask a person to act against self-interest.

As a source of action for the common good, altruism may be
limited in much the same way as egoism. If benefiting the person or
persons for whom empathy is felt leads to increased common good,
fine. But if it does not, then altruism will not increase the common
good; it may even diminish it. Out of concern for the welfare of
members of their families, farmers may overwork the land, loggers
clear-cut, and fishermen deplete stocks.
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Consistent with these observations, it has been found that in-
ducing empathy for one of the other individuals in a group can lead
to increased allocation of scarce resources to this individual, to the
detriment of the group as a whole, much as increased egoistic moti-
vation might. Indeed, when allocation decisions are under public
scrutiny, empathy-induced altruism may pose a more serious threat
to the common good than does egoism. There are clear societal
sanctions against egoism but not against altruism.'!

Promise. Still, under certain circumstances, empathy-induced al-
truism may be a surprisingly powerful motive for promoting the com-
mon good. Recent research has shown that inducing empathy for a
member of a stigmatized group can lead to more positive attitudes
toward the group as a whole. This strategy has been used to improve
attitudes toward members of racial and ethnic minorities, gay men,
people with AIDS, the homeless, and even convicted murderers. It
has also been used to increase not only attitudes toward but also
action on behalf of users of hard drugs."?

This strategy of prompting moral action by inducing empathy
for an individual who is an exemplar of a disadvantaged group is
employed in many fundraising ads, whether for children with dis-
abilities, for those needing a Big Brother or Sister, for the homeless,
or for starving refugees. Even the needs of the physical environment
may not lie beyond the reach of empathy. Think of attempts to per-
sonalize these needs by invoking metaphors such as Mother Earth,
the rape of the landscape, or dying rivers. Could it be that these per-
sonalizing metaphors are used to evoke empathy—and so altruistic
motivation—to address environmental needs?

Collectivism: Motivation to Benefit a Group

Collectivism is motivation with the ultimate goal of increasing
the welfare of a group or collective. The collective may be small or
large, from 2 to over 2 billion. It may be a marriage or a partnership;
it may be a sports team, a university, a community, a nation; it may
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be all humanity. The collective may be one’s race, religion, sex, po-
litical party, or social class. One need not even be a member of the
collective. One may, for example, act to increase the welfare of a
racial or ethnic minority, of the homeless, of gays and lesbians,
without being a member of these groups. If one values a group’s wel-
fare and this welfare is threatened or can be enhanced in some way,
then collectivist motivation should be aroused, promoting action
to benefit the group.

To illustrate, the person who supports and comforts a spouse,
not out of concern for the spouse individually or for the self-benefits
imagined but “for the sake of the marriage,” is displaying collectivist
motivation. So is the person who contributes to the local United
Way because it enriches the community. So is the senator who sup-
ports building shelters with the ultimate goal of easing the plight of
the homeless. So is the rescuer of a Jewish family in Nazi Europe
whose ultimate goal is to benefit humanity in whatever way possi-
ble. If the person’s ultimate goal is to benefit some group, whether
large or small, inclusive or exclusive, the motive is collectivism.

Problems. Typically, we care about collectives of which we are
members, an us. Identifying with a collective or group usually in-
volves recognition of an out-group, a them who is not us. Indeed,
some have suggested that a them-us comparison is necessary to
define a collective.”® Concern to meet our needs may lead to callous
indifference to their needs. When AIDS was initially labeled as a
gay disease, many outside the gay community felt little inclination
to help. It was their problem.

Promise. In addition to this very real limitation, collectivist moti-
vation has some virtues that egoism and altruism do not. As noted,
egoism and altruism are both directed toward the welfare of indi-
viduals. Often, however, others’ needs are far removed from our self-
interest, even enlightened self-interest, and from the interest of
those for whom we especially care. Egoism and altruism may be of
limited use in encouraging action to meet these needs. Think, for
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example, of the plight of the homeless in the United States, of
poverty and illiteracy in Central America, of pollution, global warm-
ing, overpopulation, energy conservation, endangered species—the
list goes on and on.

Such group-level needs are particularly difficult to address be-
cause they often come in the form of social dilemmas. A social di-
lemma arises when two conditions are satisfied. First, individuals in a
group or collective have a choice about how to allocate personally
held scarce resources such as money, time, or energy. Second, alloca-
tion to the group provides more benefit for the group as a whole than
does allocation to oneself, but allocation to oneself provides more
self-benefit than does allocation to the group. Examples include recy-
cling, energy and water conservation, contributing to public televi-
sion, and supporting charities. In such situations, the action that is
best for oneself is to allocate resources to meet one’s own needs, ignor-
ing the needs of the group as a whole. But if everyone tries thus to
maximize their own welfare, the attempt will backfire. Everyone,
including oneself, is worse off. If we appeal to straightforward egois-
tic—or altruistic—motivation to address the social dilemmas we face,
the prognosis looks bleak.

But the situation is rarely this grim. There is considerable evi-
dence that when faced with a social dilemma, whether in a research
laboratory or in real life, many people do not seek only to maximize
their own welfare. They seek also to enhance the group welfare.
The most common explanation for this attention to group welfare
is that it stems from collectivist motivation. It is claimed that under
conditions of group identity, individuals can and do act with an
ultimate goal of increasing the welfare of their group. Whether it is
possible to induce such a motive in someone who is not a member
of the group is, however, less clear.'*

Principlism: Motivation to Uphold Moral Principles

Principlism is motivation with the ultimate goal of upholding some
moral principle such as justice or the utilitarian principle of the
greatest good for the greatest number. It is not surprising that most
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moral philosophers have argued for the importance of a form of
prosocial motivation other than egoism. But most since Immanuel
Kant have also argued for a form other than altruism and collec-
tivism. Moral philosophers reject appeals to altruism based on feel-
ings of empathy, sympathy, and compassion because they find these
emotions too fickle and circumscribed. They reject appeals to col-
lectivism because it is bounded by the limits of the collective. These
philosophers typically call for motivation with a goal of upholding
some universal and impartial moral principle.

Kant even argued that the Judeo-Christian commandment to
love one’s neighbor as oneself should be understood as a moral prin-
ciple to be upheld rather than as an expression of social identity or
personal compassion. Leo Tolstoy echoed Kant’s view, calling the
law of love “the highest principle of life” and asserting that love
should be “free from anything personal, from the smallest drop of
personal bias toward its object. And such love can only be felt for
one’s enemy, for those who hate and offend.” Similarly, the utilitar-
ian principle of the greatest good for the greatest number is univer-
sal and impartial; it affirms that one should give no more weight to
what is good for oneself than to what is good for anyone else.'’

More recently, philosopher John Rawls has argued for a princi-
ple of justice based on the allocation of goods to the members of
society from an initial position behind the Veil of Ignorance, where
no one knows his or her place in society—prince or pauper, laborer
or lawyer, male or female, black or white. Why does Rawls require
such a stance? It eliminates partiality and seduction by special inter-
est. A universal, impartial principle of justice is also the basis for
Lawrence Kohlberg’s Post-Conventional or Principled moral rea-
soning, the highest level in his stage model of moral development.'®

Universalist, impartial views of morality have not gone unchal-
lenged. Writers like Lawrence Blum, Carol Gilligan, Thomas Nagel,
Nel Noddings, Joan Tronto, and Bernard Williams call for recogni-
tion of forms of morality that allow for special interest in the welfare
of certain others or certain relationships. In opposition to an ethic
based on justice and fairness, these writers propose an ethic of care.
Sometimes it seems that they are proposing care as an alternative
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principle to justice, either as a substitute for justice or in dynamic ten-
sion with it. At other times, it seems that they are proposing care as
an alternative to principled morality altogether. If care is an alterna-
tive principle, then it too might be an expression of principlism; one
might act for the public good as a means to uphold the principle of
care. If, however, care is a special feeling for another individual, for
oneself, or for a relationship that inclines one to act, then care would
be a form of altruism, egoism, or collectivism, respectively.'?

Calls to moral action often appeal to principle. We are told that
it is our duty to vote, that it is not fair to leave our litter in the park
for someone else to clean up, that we should give our “fair share” to
the United Way, that we ought to take care of the community in
which we live.

Problems. The major problem with relying on principlism as a
source of motivation to act morally is knowing when and how a
given principle applies. It may seem that moral principles, at least
universal ones, always apply. But it is not that simple.

Most of us are adept at rationalization, at justifying to ourselves—
if not to others—why a situation that benefits us or those we care
about does not violate our moral principles. Why, for example, the
inequalities in the public school systems of rich and poor districts in
the United States are not really unjust. Why storing our nuclear
waste in someone else’s community is fair. Why attacks by our side
are regrettable but necessary, whereas attacks by the other side are
atrocities. Why watching public television without contributing or
forgoing the extra effort to recycle is not wrong. The abstractness of
most moral principles, and their multiplicity, makes rationalization
easy. Skill in dodging the thrust of moral principles we espouse may
explain the weak empirical relation between espousing moral prin-
ciples and social action.!® Perhaps moral principles serve more to
censure or extol others’ actions than to motivate our own. Perhaps
adherence to moral principles is only an instrumental goal on the
way to the egoistic ultimate goal of benefiting ourselves by avoiding
social and self-censure or gaining social and self-esteem.
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[t is not that we have no moral sensibility. Most of us consider
ourselves to be highly moral. Yet when our own interest is best
served by violating avowed moral principles, we may find this rela-
tively easy to do. We find ways to see ourselves as fair—or at least
not unfair—while avoiding the cost to self of actually being fair.
Moral principles are affirmed, but the motivation to uphold these
principles seems spotty and weak.

A number of psychological processes may contribute to this
weakness of moral motivation. First, people may conveniently for-
get to think about their moral principles if such an omission serves
their own interests. Second, people may convince themselves that
their moral principles do not apply either to the specific others
whose interests conflict with their own (moral exclusion) or to the
specific situation (moral disengagement). Third, people may
deceive themselves into believing that they have acted morally
even when they have not if there is sufficient ambiguity to allow
them to appear moral without having to be moral (moral hypoc-
risy). Fourth, moral principles may be internalized only to the de-
gree that they are experienced as oughts, not wants."”

Promise. More positively, if upholding moral principles can serve
as an ultimate goal, defining a form of motivation independent of
egoism, then perhaps these principles can provide a rational basis
for acting morally that transcends reliance on self-interest or on
vested interest in and feeling for the welfare of certain other indi-
viduals or groups. This is quite an “if,” but it seems a possibility well
worth exploring.

Conflict

This analysis of prosocial motivation offers both good news and bad
to those aspiring to moral leadership. The good news is the exis-
tence of prosocial motives other than self-interest, making available
new resources. The bad news is that the multiplicity of motives
complicates matters. Different motives for acting morally do not
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always work in harmony. As long as the welfare of self, others, and
various groups is perceived to be distinct, motives to promote the
welfare of each can clash with one another—and with motives to
uphold moral principles.

Well-intentioned appeals to act morally for egoistic motives can
backfire by undermining other forms of prosocial motivation.
Indeed, the presence of self-beneficial inducements may lead peo-
ple to interpret their motivation as egoistic even when it is not. As
a result, when the inducements are removed, the behavior may
vanish. The common assumption that there is only one motive for
acting morally—egoism—can become a self-fulfilling prophecy.?°

Nor do the other three motives always work in harmony; they
also can conflict. For example, altruism can—and often does—con-
flict with collectivism or principlism. We may ignore the welfare of
the group or compromise our principles, not to benefit ourselves
but to benefit those individuals about whom we especially care. A
father may resist contributing to public television not to buy him-
self a new shirt but because he feels for his daughter who wants new
shoes. An executive may fiddle the books to keep the company
afloat not to line his or her own pockets, but out of concern for the
workers who would lose their jobs.?!

Orchestration

Each of the four types of prosocial motivation that I have identi-
fied has strengths. Each also has weaknesses. The potential for the
greatest good may come from leadership strategies that orchestrate
prosocial motives so that the strengths of one can overcome weak-
nesses of another. Strategies that combine appeals to either altru-
ism or collectivism with appeals to principlism seem especially
promising. Motivation to uphold a moral principle like justice may
have broad relevance, but it can be weak—vulnerable to oversight
and rationalization. Empathy-induced altruism and collectivism are
potentially powerful but limited in scope; they produce partiality,
special concern for a particular person or persons or for a particular
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group. Perhaps if we can lead people to feel empathy for the victims
of injustice or perceive themselves in a common group with them,
then we can get these motives working together rather than at
odds. Desire for justice may provide perspective and reason; empa-
thy-induced altruism or collectivism may provide emotional fire
and a push toward seeing the victims’ suffering end, preventing
oversight and rationalization. Consider examples.

At times, history has orchestrated these motives. Something of
this sort occurred, I believe, in a number of rescuers of Jews in Nazi
Europe. A careful look at data collected by Samuel and Pearl Oliner
and their colleagues suggests that involvement in rescue activity fre-
quently began with concern for a specific individual or individuals,
or members of a specific group, for whom compassion was felt—often
individuals known previously. This initial involvement subsequently
led to further contacts and rescue activity and to a concern for jus-
tice that extended well beyond the bounds of the initial empathic
concern. In several cases, such as in the French village of Le Cham-
bon, the result was dramatic indeed.?

Such orchestration also occurred at the time of the bus boycott
in Birmingham, Alabama, in the 1950s. The horrific sight on tele-
vision news of a small black child being literally rolled down the
street by water from a fire hose under the direction of Police Chief
Bull Connor—and the empathic emotions this sight evoked—
seemed to do more to arouse a concern for justice than hours of rea-
soned argument and appeals to equal rights.

At times there is a human conductor. Such orchestration
seemed to lie at the heart of the forms of nonviolent protest in the
face of entrenched injustice practiced by Mahatma Gandhi and by
Martin Luther King Jr.

Such orchestration can also be found in the writing of Jonathan
Kozol. Deeply concerned about the “savage inequalities” in public
education between rich and poor communities in the United States,
Kozol clearly documents the inequality, but he does far more: he
takes us into the lives of individual children. We come to care for
them and, as a result, care deeply about the injustice. Kozol’s goal is
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not simply to get us to feel; he wants to get us involved in action to
improve funding for schools in poor communities. He pursues this
goal by orchestrating the motives of empathy-induced altruism and
principlism.??

Conclusion

Orchestrating prosocial motives is, | believe, a promising strategy
for moral leadership. It appears capable of producing dramatic
results. Yet it is a strategy rarely considered. Could this be because
the assumption that all human motivation is self-interested has pre-
vented us from even conceiving the possibility of such a strategy? If
so, then it may be wise to reexamine this assumption. I think those
who do will find the assumption untenable, opening up new possi-
bilities for moral leadership.
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SELF-SACRIFICE
AND SELF-INTEREST

Do Ethical Values Shape Behavior
in Organizational Settings?

Tom R. Tyler

The behavioral study of ethics has much to offer those interested in
moral leadership. This chapter addresses two central issues. The first
is whether people in organizations have ethical values that are related
to the characteristics of those organizations. The second is whether
those values shape their rule-related behavior. These issues are di-
rectly relevant to the question of how to manage ethics in organiza-
tions. If people lack sound values or those values do not shape their
behavior, then efforts to regulate must focus on curtailing self-interest.
This leads to a focus on either sanctions as a way to secure compli-
ance or the use of procedures such as markets to manage allocations
in organizations. By contrast, if people have ethical values and those
values shape their behavior, it is possible to regulate behavior by ap-
pealing to those values. This leads to the possibility of self-regulation,
in which people are encouraged to take responsibility for their behav-
ior. They could be encouraged to do so by the leaders of their own
organizations or by government authorities, or by both.

Adherence to Rules

Understanding employees’ adherence to rules is critical for success-
ful organizational functioning.! There has long been extensive evi-
dence that noncompliance with rules is widespread.? Such issues of
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compliance have been dramatically thrust into the public eye
through recent highly visible incidents of corporate misconduct.
The prevalence and damaging consequences of such noncompli-
ance underscore the importance of identifying effective strategies
of employee rule adherence.

Several types of compliance are desirable in workplaces. Orga-
nizations first want employees to adhere to organizational policies.
Organizational rules and policies stipulate desired employee behav-
ior, and the organization benefits when those policies are followed.
For example, organizational rules often specify behaviors about how
work should be carried out, when people arrive at work, and so
forth. Such rules facilitate coordination among employees and
ensure the smooth functioning of the organization.

On the flip side of conformity or deference to organizational
policies lies deviant behavior by employees, or behaviors that are
damaging and prohibited by organizational rules. For example,
employees may use office supplies for personal use or use sick leave
when not sick. More seriously, employees may steal or break orga-
nizational rules by lying and cheating. This deviant behavior is re-
ferred to as rule breaking because it involves the decision to ignore
or violate organizational rules. And, of course, legal authorities
want to prevent citizens from engaging in rule breaking in their
everyday lives.’

Naturally companies want to reduce the degree of rule breaking
that occurs among employees. For instance, a widely damaging form
of inappropriate employee behavior is theft of business supplies and
equipment. It is estimated that 30 to 50 percent of all business fail-
ures are linked to losses from employee theft, a problem that is ten
times more costly than street crime in terms of loss to society and
whose costs are often estimated to be in the hundreds of billions of
dollars in the United States alone.* Again, the extent of these
losses, and the suggestion that up to 75 percent of employees engage
in some form of theft in their workplace, indicates the magnitude
of the challenge posed by trying to manage this problem.
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The ability to secure compliance with rules is a key to being
successful as a legal or political authority.’ A litmus test of effective
leadership is the ability to secure such compliance, since the deci-
sions of police officers or judges would have little value in resolving
disputes or creating social order if people ignored them. Although
Americans are generally law abiding, there are widespread instances
of noncompliance, in areas ranging from tax nonpayment to the
illegal use of software, films, and music.® Compliance with law,
while frequent, can never be taken for granted.” Hence, legal au-
thorities focus on limiting damaging behavior.

The issue of adherence to the law is central to all discussions of
effective legal authority. In the specific case of dealing with corpo-
rate corruption, the issue of the authoritativeness of law is central
to the ability of government to regulate businesses. Without that
ability, government regulation lacks the ability to shape the con-
duct of people in the business arena, either at the level of CEOs or
with everyday employees. Despite longstanding debates about the
extent to nature of appropriate regulatory strategies, there is dispute
that in conflicts, government needs to have the ability to effectively
control organizational behavior.

Models of Human Motivation

We live in an era in which the rational or self-interested actor is the
dominant image of human motivation shaping policies in manage-
ment, law, and public policy. This image is central to the perspective
taken in dealing with a wide variety of ethical issues in organizations,
including efforts to understand how to promote compliance with
rules.

Our dominant strategy of regulation has flowed directly from a
rational actor perspective on human psychology. That strategy is
deterrence, and it motivates rule following by the threat or appli-
cation of punishment for rule breaking.® A similar incentive-based
model, which links performance to rewards, is important in work
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organizations.” The most widely practiced model within contem-
porary America is the command-and-control model, which is based
on a rational actor model of a person, as motivated by rewards and
costs. In this approach, resources are concentrated at the top of
hierarchical authority systems, and those controlling the resources
use them to motivate conduct on the part of those below them.
One strategy, deterrence, motivates conduct by the threat or use of
sanctions when people violate rules. The other strategy, incentives,
motivates conduct by rewarding desired behavior.

Evidence suggests that these strategies are effective in many sit-
uations. Studies indicate that people’s estimates of the likelihood of
being caught and punished for wrongdoing influence their behav-
ior in both work and community settings. There are equally clear
downsides to the use of incentives and sanctions. One is that they
are resource intensive. This is most strikingly true with deterrence,
since it is necessary to create and maintain a credible threat of pun-
ishment to obtain deterrence effects. Furthermore, organizations are
least likely to have the resources to implement these strategies dur-
ing times of crisis and change, when rule following is more closely
linked to organizational viability. Furthermore, these high costs
come with modest behavioral effects at best. For example, sanctions
explain only a minor aspect of rule following: in one study, around
5 percent!® and incentives around 10 percent.!! Finally, the use of
command-and-control strategies does not effectively motivate vol-
untary behavior and may actually undermine it. Hence, it requires
the continual expenditure of resources to maintain suitable levels
of rule-following adherence.

[s there another approach? More recently there has been a great
deal of discussion of markets within organizational settings. Markets
are also a mechanism that assumes that people will act in self-inter-
ested ways. Market methods focus on creating economic incentives.
While these methods have gained new policy prominence, they
reflect the same underlying psychology of the person. The advan-
tage of markets is that they rely on incentives rather than sanctions.
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Many studies suggest that incentives are a better motivator of be-
havior; however, neither is a particularly strong force leading to rule
following, and neither is a motivator of voluntary behavior.

Another way to describe this distinction between required and
voluntary behavior is to separate external and internal forces. The
deterrence model reflects a strategy of external regulation because
employee behavior is affected by managers through their ability to
impose desirable rewards or undesirable sanctions. In communities,
the power to sanction similarly rests in the hands of police officers
and judges. By contrast, the self-regulatory model relies on internal
motivations of individual employees or community residents. This
distinction has a long history within social psychology; for example,
Kelman distinguishes between compliance based on external con-
tingencies and self-regulation linked to identification and internal-
ization.!? This distinction is extended to organizational arenas by
Kelman and Hamilton!® and to work settings by O'Reilly and Chat-
man'# and Tyler and Blader."®

The use of sanctions represents a traditional management strat-
egy to securing employee compliance to organizational rules and poli-
cies. My focus here is whether activating employees’ ethical values is
an effective management strategy for securing their compliance. The
use of such a self-regulatory model has been long advocated within
discussions of legal regulation of business'® and has been advanced
with particular frequency in recent years.!” The studies discussed here
test whether employees’ ethical values can in reality—as hypothe-
sized by self-regulatory models—provide a viable basis for encourag-
ing employee policy adherence.

Alternative Models

The focus of self-regulatory models is on motivating people to defer
to laws, rules, and policies. Approaches that rely instead on exter-
nal sanctions have the limitation that people comply only when
there is the risk of being caught and punished for wrongdoing. By
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contrast, self-regulatory strategies lead people to be personally mo-
tivated to follow rules or refrain from breaking them regardless of
likelihood of sanctions.

[ consider this issue within the context of two types of social set-
tings: work organizations and communities. Within work organiza-
tions, my concern is why employees follow workplace rules;'® in
communities | examine why community members defer to the law,
the courts, and the police.!” Within work organizations, managers,
ranging from line managers to CEOs, try to create a corporate
culture or workplace climate within which employees voluntarily
adhere to company policies and rules. Within communities, legal
authorities create laws and seek to establish a regulatory climate
within which people follow those laws. Of course, work organiza-
tions exist within communities, so a further issue is the legal regu-
lation of conduct within the workplace. In all of these settings, the
goal is to bring member conduct into alignment with group rules.

[ believe that adherence to rules and policies can best be en-
couraged by drawing on people’s values. My approach to addressing
this question is empirical and involves interviewing people in both
work and community settings. Using questionnaire data and some-
times behavioral observation, I look at the factors that motivate
rule-following behavior to demonstrate the influence of values in
both work and community settings. My argument is that these
empirical findings support the value of a self-regulatory approach
based on appeals to employees’ ethical values. (The studies are
explored at length in publications referenced in the Notes.)

Evidence for the Value-Based Approach

What follows is an overview of the conclusions most relevant to
exercise of moral leadership.

Two values are central in motivating compliance. The first is
legitimacy—the feeling of responsibility and obligation to follow
rules. The second is moral congruence—the judgment that the
rules are consistent with one’s moral values and therefore should be
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followed. Legitimacy and moral congruence are similar in that their
motivational force comes from within the person and is not directly
linked to costs or benefits in the immediate environment. Rather,
people are motivated to bring their behavior into line with their
own values concerning what is right and proper.

First, we can consider how values shape behavior in the work
organization. Here the concern is with whether employees adhere to
workplace policies more frequently when they believe that those
policies are legitimate or congruent with their moral values. I address
this question in a paper jointly authored by Steve Blader of the Stern
School of Management.?’ That study involves two samples: a sam-
ple of corporate bankers and a sample of American employees.

We compare the impact of two judgments: the likelihood of be-
ing caught and punished for rule breaking and the degree to which
rule breaking is viewed as illegitimate or morally incongruent. We
then explore how well these judgments predict two behaviors: com-
pliance with organizational rules and voluntary deference to those
rules. We find that values are more important than sanctions in
shaping deference to rules in both a study of corporate bankers and
a general sample of employees. The same finding results from an
analysis of the antecedents of rule breaking. Successful appeals to
values are the most effective way to lessen rule breaking.

A similar analysis can be performed in communities. Tyler and
Fagan examine the relationships between the legitimacy of police
action and citizens’ compliance with the law and cooperation with
the police.?! The sample involves 1,653 New Yorkers and measures
three factors affecting law enforcement: (1) citizens’ fear of being
caught and punished for rule breaking, (2) police effectiveness in
fighting crime, and (3) the magnitude of the neighborhood crime
problem. The influence of these three factors is then compared to
the values index reflecting legitimacy and moral congruence. This
index is more influential in shaping both compliance with the law
and cooperation with the police than are the instrumental factors.
Our finding again underscores the effectiveness of values promot-
ing ethical behavior.
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These results are consistent with my earlier findings in a study
involving residents of Chicago.?? This study finds that both legiti-
macy and moral congruence have a significant influence on com-
pliance with the law. Furthermore, both values, legitimacy and
moral congruence, are more important in shaping compliance than
the perceived risk of sanctions.

Another example from a study of everyday rule following yields
similar conclusions.”? This study also contrasts the moral congru-
ence of actions with the risk of punishment. It uses three surveys:
two on law and one on workplace compliance. The question at
issue is: If people consider an action to be wrong, how much does
the risk of being caught affect their decision to act? The average
beta is 0.10. If there is a low risk of punishment, how much does
knowing the morality of an action shape whether you undertake it?
The average beta is 0.38. Again, the influence of morality on
behavior is greater than is the influence of the risk of punishment.
In this case, when people have views about the morality of an
action, they are not very strongly influenced by whether it is likely
to be sanctioned.?*

These studies provide guidance on appropriate strategies of
management and governance. Values can play an important role in
regulation in both work settings and in society more generally.
Hence, self-regulation through appeals to values is an alternative
approach to deterrence and the use of markets. And these findings
suggest that it is an approach that ought to have a relatively signif-
icant degree of success.

In addition, a value-based strategy of self-regulation avoids the
problems associated with deterrence and market-based approaches
in several ways. First, it does not require the continuous use of re-
sources to create and maintain a credible system of surveillance or
to reward desired actions. Furthermore, managers and government
officials can seek ways to build positive relations with citizens.

The strategic implications of these findings are that we need to
structure organizations in ways that encourage people to act on their
values. We need to look at the members of organizations and com-
munities and examine what motivates them to view rules as legiti-
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mate and consistent with their own moral commitments. This infor-
mation can then provide the basis for institutional design.? It is to
the question of institutional design that this discussion now turns.

Procedural Justice

The finding that compliance flows from values leads to the ques-
tion of what an organization can do to encourage people to view it
as legitimate and to view its actions as congruent with their moral
values. An extensive literature on procedural justice demonstrates
that people’s views about legitimacy are linked to their judgments
about the fairness of the procedures through which authority is
exercised.’® In fact, widespread evidence from all types of organi-
zations underscores the importance of procedural fairness in work
and community settings.”’ Typical of this research is a study by
Kim and Mauborgne that finds that procedural evaluations of fair-
ness influence the willingness of subsidiaries to accept corporate
strategic policy decisions in multinational organizations.”® Other
studies link the perceived fairness of workplace procedures to em-
ployees’ willingness to voluntarily help their work groups, to their
intention to stay with their company, and to the quality of their job
performance.”’ These findings suggest that a key factor in develop-
ing supportive values is maintaining procedures that are widely
viewed as just.

In employment settings, studies find that workers’ perceptions
of procedural justice are central to both legitimacy and moral con-
gruence. Examples include two studies of Tyler and Blader, noted
previously—one of corporate bankers and the other of a general
sample of employees. In both studies, procedural justice is the pri-
mary antecedent of both legitimacy and compliance with rules.*
And as already noted, legitimacy is a key factor promoting compli-
ance. Hence, the challenge in work settings is to manage in ways
that employees believe is fair.

Recent corporate scandals in which CEOs and other high-rank-
ing corporate officials have been implicated in unethical behavior
make clear that adherence to organizational rules does not always
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lead to appropriate conduct, since the rules themselves can be inad-
equate. Hence, these findings speak to situations in which rules can
be justified on moral grounds.’!

Interestingly, the same analysis also suggests that procedural jus-
tice is a key antecedent of moral congruence. In other words, the pri-
mary cue that employees use to determine whether they feel that
their company is pursuing policies consistent with their moral val-
ues is the fairness of the way the company makes decisions and treats
its employees. This procedural judgment about fairness is more im-
portant to assessments of moral congruence than the perceived fait-
ness of the outcome as its benefit to the employee. Such research
underscores the importance of having business leaders focus on the
procedures by which their organizations exercise authority.

The same is true in other settings. An illustrative example
involves the New York City Police Department.*? In this study, pro-
cedural fairness was the primary factor shaping public assessments
about whether the New York City Police Department is legitimate
and police authority should be respected. Also, the residents of New
York indicate that the police department has values congruent with
their own when they judge that it exhibits procedural justice. Both
of these judgments—Ilegitimacy and moral congruence—have more
influence on evaluations and behaviors than do assessments of risk
or performance.

The primary implication of the findings outlined is that we can
build an effective regulatory system based on appeals to people’s
values. Both legitimacy and moral congruence shape rule-related
behavior. And they do so in work and community settings. These
value-based approaches are typically less costly than systems rely-
ing on rewards and sanctions.

Implications for Moral Leadership

The literature on leadership generally views the ability to motivate
desirable behavior as a key feature of managerial effectiveness.*’
The ability to motivate employees has always been one important

component of leadership in work organizations, but this issue has
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taken on a new importance in recent years in the wake of corporate
scandals. To create an ethical workplace, an organization must have
appropriate ethical rules and a culture that fosters compliance. A
central challenge is how to encourage adherence to rules when
individual self-interest pushes in a different direction. Behavior
such as stealing office supplies or violating accounting rules can
often lead to immediate gains with little risk of detection. In such
circumstances, leaders need to be able to motivate their followers
to put the interests of the organization above their own.

Leaders need first to care about ethics and create an organiza-
tion in which ethics matters. They also need the ability to motivate
their followers to adhere to ethical policies, even when it is not in
their personal self-interest. In recent corporate scandals, leaders
were often lacking in both respects. My focus here, however, is on
the ability to motivate employees when leaders want to create an
ethical workplace. I focus on this issue because that is where my
prior research is relevant.

An appeal to values runs counter to the culture of surveillance
and sanctions that characterizes most American workplaces. The
dominant model of leadership in contemporary management
involves command and control. This model concentrates resources
at the top of the organizational hierarchy and provides incentives
for desirable behavior and sanctions for undesirable behavior. One
version of this approach is labeled transactional leadership because
it focuses on resource-based transactions between leaders and fol-
lowers.** The underlying assumption is that employee behavior is
primarily a reaction to workplace rewards and penalties.

A related outcome-based approach is to motivate workers by
ensuring that they receive fair or favorable outcomes. This ap-
proach makes the very reasonable assumption that people are moti-
vated by what they receive from organizations. This model suggests
that if leaders want to promote adherence to rules, they need to
focus on how workers will experience the results.

The procedural justice literature points in a different direction.
Although early models linked concerns with procedural justice to
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outcomes,”” more recent research suggests that people have more
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fundamental concerns about the fairness by which authority is exer-
cised, regardless of consequences. Their concerns about procedural
justice are, in other words, ethically based.

Research consistently finds that attitudes, values, and behaviors
are strongly linked to evaluations of the procedural justice of orga-
nizational policies and practices. If leaders are to be effective in
motivating those they lead, they must exercise their authority in
ways that subordinates experience as fair.*® [ refer to this approach
to leadership as process-based leadership.

The root of process-based leadership is the recognition that
although leaders are generally interested in motivating followers,
they are especially interested in encouraging actions that are inter-
nally driven. In other words, leaders would like followers to share
their vision and believe that their organizations are intrinsically
desirable. If followers internalize the leader’s goals, then they need
fewer rewards and sanctions and less need for external supervision.
For example, employees who want their company to be successful
will work extra hours or on weekends without being asked to do so
and without being concerned about whether their efforts will be
noticed and rewarded. Organizational achievements are valued for
their own sake.

Such internal motivation reduces the need for costly surveil-
lance and avoids the limitations of rule-bound frameworks. It is
often difficult to specify in advance what is desirable in a given situ-
ation, and if employees are given discretion to do what they think is
appropriate, it is equally difficult to specify incentives or sanctions.
Even when it is clear what is desirable, enforcement may be prob-
lematic. Sanctions require a credible surveillance system because
employees are motivated to hide noncomplying behavior. Those
who are internally motivated require fewer incentives and sanctions.

Defining Procedural Justice

The findings outlined make clear that encouraging moral values is
central to the effectiveness of organizations and their leaders. These
findings make equally clear that values—Ilegitimacy and moral con-
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gruence—turn heavily on procedural justice. To understand how to
create institutions that are designed to be responsive to these find-
ings, it is necessary to understand the meaning of procedural justice
in greater depth. The model that emerges from prior studies is based
on the four components,*” and each contributes independently to
overall procedural justice judgments. Those components are de-
fined by two distinct aspects of organizational processes and two
sources of information about procedures.

One aspect of organizational processes considers decision-making
procedures. Specifically, the model considers employees’ evaluations
of the quality of decision making in their organization. These eval-
uations focus on the neutrality of the decision maker, the objectiv-
ity and factual basis of decisions, the consistency of rule application,
and the lack of bias.?

A second and often equally important issue involves the quality
of people’s treatment by organizational authorities. Considerations
include officials’ politeness and dignity and concern for people’s
rights.

Each of these two aspects of procedures (quality of decision
making and quality of interpersonal treatment) can be linked to
two sources of information. One involves the rules of the organiza-
tion. The formal rules and structures of the organization, as well as
statements of organizational values, communicate information
about organizational procedures. For example, organizations vary in
terms of whether they have formal grievance procedures that allow
people to voice complaints. They also differ in their vision or mis-
sion statements of organizational values. For example, one common
provision in such statements is a commitment that individuals will
“treat each other with respect, dignity, and common courtesy” and
“express disagreements openly and respectfully.” This provision
specifies the type of procedures that the corporation views as reflect-
ing its values.

The other source of information is an employee’s experience
with their supervisor or supervisors. Although organizational author-
ities are constrained by formal institutions and procedures, they also
typically exercise considerable discretion—the manner in which
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they implement decision-making procedures and make decisions in
the absence of formal procedures. As a consequence, supervisory per-
sonnel have a great deal of flexibility about how they treat col-
leagues. The same decision-making procedure can be implemented
in a way that emphasizes the dignity of those involved, or employees
can be treated rudely or dismissively. A similar situation applies in
other contexts. Formal laws and rules govern the conduct of law
enforcement officers and judges. However, those authorities typically
have considerable latitude in how they exercise their authority.

The four-component model argues that each of these aspects of
procedural justice plays an important role in perceptions of the fair-
ness of procedures. What bears emphasis is the noninstrumental
character of those components. The organizational processes em-
phasized in this model of procedural justice (quality of decision
making, quality of treatment) are not directly linked to evaluations
of the favorability or fairness of the outcomes people receive.

Conclusion

The prior analysis makes clear that effective moral leadership needs
to pay greater attention to procedural fairness in both public and pri-
vate sector contexts. A growing body of research demonstrates that
perceptions of the quality of organizational decision making and the
treatment of individuals strongly influence people’s willingness to
comply with rules and to act ethically in the best interest of the orga-
nization. Rather than focusing largely on rewards and punishments,
leaders would do well to appeal to values. To do so, they need to
structure workplaces that more effectively draw on employees’ own
feelings about legitimacy and sense of moral responsibility. Building
on individuals’ ethical sensibilities is the best way for organizations
to bring their practices into line with their principles, as well as with
legal regulations and societal interests.
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Accountability lies at the core of the exercise of moral leadership
in the nonprofit sector, particularly in philanthropy. Operating
nonprofit organizations are accountable to those who fund them
and those they have committed to serve. But what about the phil-
anthropists themselves? Of course, they are accountable to adhere
to state and federal legal requirements. They also have duties of fair
dealing toward the organizations they fund. However, the diversity
of goals that philanthropists pursue—goals that are sometimes in
direct conflict with each other—makes it difficult to talk about ac-
countability for particular substantive outcomes.

Yet it is not too great a stretch to say that the tremendous tax
advantages conferred by the Internal Revenue Code obligate phil-
anthropists to use their funds effectively to achieve their goals,
whatever they may be. In this chapter, I address this broader and
somewhat metaphoric idea of accountability: the accountability of
philanthropists to ensure that their activities, grants, and donations
actually make a difference. While I emphasize the obligation of
philanthropists and the foundations they establish, their account-
ability requires that the nonprofit organizations in which they in-
vest be accountable as well.

The absence of such accountability on the part of philanthro-
pists is part of a long tradition that focuses more on the donor’s state
of mind than on what he or she actually accomplishes. But al-
though it is fine for philanthropy to be motivated by transcendent
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moral principles—or even by personal satisfaction or community
regard and approval—these do not strike me as defensible reasons
for spending vast sums of money or claiming the advantageous de-
ductions of section 501(c)(3) of the Internal Revenue Code.

This chapter focuses on the nontranscendent, practical ques-
tion of how philanthropists—whatever their motivations—can
actually make a difference in achieving their goals. This is the core
of what has been called strategic philanthropy. The first part of the
chapter sets out the fundamental tenets of strategic philanthropy
and makes the case for it. The second defends strategic philan-
thropy against its critics.

The Idea of Strategic Philanthropy

Implicit in the term strategic is the premise that philanthropists—
and the nonprofit organizations they support—have goals that can
be achieved more or less effectively and that they ought to deploy
their resources to achieve those goals more effectively rather than
less. This virtually tautological premise has tremendous implica-
tions for how an organization structures and conducts its work.

Let me break the premise down into four parts. [ will state them
from the philanthropist’s point of view, though they have signifi-
cant implications for the organizations supported by philanthropy:

e Each gift or grant must be designed to achieve articulable
goals.

¢ The philanthropist must believe that an organization to
which he or she makes a grant has a sound strategy or plan
for achieving those goals and the capacity to implement
the plan.

¢ The philanthropist must have some means of learning of the
organization’s progress toward their shared goals, especially if
the philanthropist is contemplating future investments in the
same organization.
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¢ The philanthropist must take account of the benefits, costs,
and risks of pursuing the organization’s plan in order to assess
its effectiveness compared with other ways of achieving the
goals.

The philanthropist can perform these activities with extensive
diligence or not. He may rely largely on intuition or trust in the
organization’s leadership, or may engage in independent analysis
and fact finding. His approach to these matters will be determined
by his time, energy, and financial resources and by the nature of the
organizations in the fields of his interest and grant making. But one
way or another, these are the essential tenets of strategic grant mak-
ing. [ will discuss them one at a time.

e Each philanthropic gift or grant must be designed to achieve certain
goals. There is an incredible diversity of objectives that philan-
thropists may legitimately pursue:

The arts: museums, music, theater, dance—from the High
Renaissance to high kitsch, from internationally renowned
to tiny neighborhood organizations

Religion: neighborhood churches and megachurches; evan-
gelical missionaries preaching redemption, tolerance, and
outright hatred

Social services: housing and feeding the poor, teen pregnancy,
and drug prevention programs

Social change: promoting women’s choice or prohibiting
abortions; advocating for gun control or citizens’ right to
bear arms

Medicine and health: preventing or curing cancer, Alzheimer’s,
malaria, and AIDS, as well as the rare disease that afflicted
one’s beloved family member

This list represents a tiny fraction of the relatively conventional
aims of philanthropy. Examples of less conventional ones include
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the search for extraterrestrial life, identifying asteroids targeting the
earth, extrasensory perception, and saving whales and salamanders.

While the choice of goals can be criticized from a moral point
of view—Should a philanthropist commission symphonies rather
than prevent AIDS? Should he or she support prochoice rather
than antiabortion groups’—such questions lie on a different level
from the issues considered here, which are relevant to any goals a
funder may seek to achieve.!

To illustrate the other three points, I will use the example of a
philanthropist who has the goal of improving the life opportunities
of teenage girls by reducing unplanned pregnancies and who sup-
ports an organization that pursues this goal.

e The philanthropist must believe that an organization has a sound
strategy or plan for achieving its goals, and the capacity to implement the
plan. This is where the accountability of the organizations sup-
ported by philanthropists comes in, for a philanthropist cannot be
accountable for impact in achieving his goals unless he has reason
to believe that an organization in which he invests is ready and able
to achieve them.

This requires that the organization define its own goals with suf-
ficient clarity that a potential donor can understand them and that
the donor can eventually assess the extent to which the organiza-
tion has achieved them. In addition to describing its goals, the orga-
nization must have a plan for accomplishing them. For example, an
organization concerned with preventing teen pregnancy may have
a plan that provides counseling and access to sexual and reproduc-
tive health information. The plan will describe all of the activities
the organization must undertake to achieve its goals.

A strategic plan is at least tacitly premised on a theory of how
the intended change comes about. For example, providing adoles-
cents with comprehensive, medically accurate sexual and repro-
ductive health information and services increases their ability to
make informed decisions, which leads to the delayed onset of sex-
ual activity and increased use of contraception, which in turn leads
to a reduction of unplanned pregnancies.
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The value of an organization’s plan ultimately depends on the
validity of the theory underlying it: to the extent the theory is
flawed, the plan will not work. At the very least, the theory should
be plausible. Ideally, it should be empirically validated. The theory
underlying our hypothetical teen pregnancy prevention program is
plausible, but so too is a theory that holds that abstinence is the key
to teenagers’ well-being and that the availability of contraceptives
promotes teen sexual activity.

The history of the natural and especially the social sciences sug-
gests that intuitively plausible theories are often wrong.? Thus,
organizations should aspire to base their work on theories that have
previously been evaluated by social scientists and shown to work.
Especially because few on-the-ground organizations can afford to
undertake such research, philanthropy has a special role to play
here. Unfortunately, many philanthropists would rather spend their
money “doing something” than learning whether what they are
doing actually achieves its intended outcomes.

Finally, one can have a sound, evidence-based strategic plan yet
lack the human and financial resources to carry out the proposed
work. Thus, the organization also must have a business plan that
describes how its resources will be mobilized, and that includes
fundraising plans to gain any additional resources necessary for the
program’s operations.

One way or another, a philanthropist who wants his funds to
make a difference must ensure that an organization meets these cri-
teria. But even if an organization were self-sustaining without any
philanthropic dollars, it must aspire to meet them if it wishes to be
effective in achieving its own ends.

e The philanthropist must have some means of determining an orga-
nization’s progress toward their shared goals. By the same token, even
if an organization were economically self-sufficient, it would have
to track progress toward its outcomes in order to know whether it is
on course and to make corrections where it is not.

Once a strategic plan is drawn up, it is usually easy to identify
major indicators of progress to be tracked—for example, the number
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of counseling appointments kept and missed in the teen pregnancy
program. The possible breakdowns in implementation range from
individual problems—whether a counselor or youth has missed an
appointment—to the wholesale—whether there is a greater de-
mand for reproductive health services than the organization can
meet. The items tracked may be of a qualitative as well as a quanti-
tative nature. For example, the success of the teen pregnancy pre-
vention program depends not merely on whether the counselor and
youth meet at the appointed time, but on the sessions’ success in
imparting substantive knowledge or decision-making skills.?

[ use the term tracking rather than evaluation to make the point
that the collection of data about an organization’s progress under the
strategic plan does not require social science studies by outside
experts. Rather, it calls for the organization’s own personnel to
obtain systematic feedback from internal systems. Although one
should not minimize the cost of designing and implementing those
systems,* tracking progress is essential to managing any effective
organization—whether a business, government agency, or nonprofit.

As one moves from tracking the organization’s own activities to
assessing outcomes—whether it actually made a difference—the
task often becomes more challenging. Consider the organization’s
challenge in learning how the program has affected its clients’ sex-
ual behavior or their number of unplanned pregnancies. This may
require gathering and analyzing data that lie beyond an organiza-
tion’s resources. And this is all the more reason for an organization
to rely on a strategic plan based on a theory that has been subject to
empirical validation by social scientists.’

All of this may seem like a daunting task for many nonprofit orga-
nizations. Nonetheless, I doubt that any aspect of the planning pro-
cess—from articulating clear goals and a theory of change through
developing a logic model and business plan—can reasonably be ab-
breviated. After all, these are the plans that will guide the organiza-
tion’s core activities. Realistically, though, an organization may have
to make compromises with respect to tracking and focus its efforts
toward getting feedback on the processes most critical to its success.
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® The philanthropist must take account of the benefits, costs, and
risks of pursuing the organization’s plan. Although the benefits of
philanthropic grants are often difficult to quantify, a strategic phil-
anthropist at least implicitly, and sometimes explicitly, takes into
account the relationship between the cost of the grant and the ben-
efits it promises to bring. If two programs provide essentially the
same service in, say, feeding homeless families, and one costs con-
siderably more than the other, the philanthropist will at least be
skeptical about the more expensive one. Indeed, even if it is the
only program in town, the cost per meal could be so great as to
make a donor consider better uses of his funds.

In these examples, the donor knows pretty much what he is get-
ting for his grant. But a philanthropist addressing many social and
environmental issues faces significant uncertainties. Even if the donor
to the hypothetical teen pregnancy prevention program knows the
cost of counseling sessions, the effects of those sessions on the goal
of reducing pregnancies are at least somewhat speculative, and dif-
ferent people may place different values on the benefit of a teen’s
avoiding a pregnancy. And consider the uncertainties facing a phil-
anthropist who is concerned with developing an AIDS vaccine,
changing policies and practices to reduce global warming, protect-
ing large ecosystems, or improving the well-being of the residents
of developing countries.

Under these circumstances, one might be tempted to analogize
philanthropy that seeks major social change to a day at the races,
often with very long odds. However, considering risks in the light of
potential social benefits suggests a more apt metaphor: one can think
of grants as investments that seek social returns. The metaphor is
better not because it is more comforting but because of its core in-
sight that the return on investment is a function of both the
expected social impact and the likelihood of achieving it. If philan-
thropists did not take risks, they would never pursue strategies that
seek large-scale changes in education, the environment, or eco-
nomic development. Nor would they invest in new, relatively un-
tested organizations that have great potential. Although no formulas
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can substitute for good judgment, an underlying model of invest-
ment, risk, and return provides the basis for making big bets, where
success is hardly assured but the social payoff is extraordinarily high.

While this metaphor provides a powerful way of conceiving of
the work of philanthropy, it does not try to capture the underlying
passion that motivates this work. Here there is a significant differ-
ence between most for-profit and nonprofit investors. Whereas busi-
ness investors are (legitimately) motivated by self-interest in
seeking a financial return on their investments, philanthropists seek
a social return. But a philanthropist who truly cares about making
the world a better place would no more want to squander his char-
itable dollars than a business investor would squander investment
funds. A dollar wasted on an organization with a poor strategy or on
one that is badly run and thus produces little or no social return
could have been spent elsewhere to achieve real impact.

Two Qualifications

While the outcome-oriented model is applicable to the vast major-
ity of nonprofit enterprises, there are at least two situations in which
its constraints may need to be relaxed: the fertilization of creativity
and the founding of social movements.

Progress in the arts and social and natural sciences depends on
the creativity of a diverse array of practitioners, scholars, artists, and
thinkers. Jerome Bruner has described creativity in terms of “effec-
tive surprise”—a process whereby existing knowledge is converted
into something that had not been anticipated.” The continual fer-
tilization and development of ideas cannot be accomplished only
through the targeted funding of specific projects with determined
outcomes, but requires giving creative individuals the space to fol-
low their own lights. To this end, philanthropists support individ-
ual artists, universities, and other individuals and institutions that
foster and incubate creativity. There are inevitable efficiency losses
in the short run. Not all artists and scholars will be industrious, not
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all of the industrious will be innovative, and not all innovative
ideas will be worthwhile. But support for such open-ended creativ-
ity has paid off tremendously over time.

None of this lessens the importance of evaluation. While out-
puts cannot be specified and the process cannot be micromanaged,
individual creativity and an institution’s capacity to promote its
flourishing can be assessed in retrospect. Whether philanthropists
invest in institutions with established track records or bet on prom-
ising individuals, they will ultimately make wiser choices by regu-
larly obtaining feedback and adjusting their strategy accordingly. At
least in this respect, the fertilization of creativity is not radically dif-
ferent from other sorts of philanthropic investments.

The loosening of constraints for founding fields, and particularly
social movements, responds to a somewhat different set of dynam-
ics. At its early stages, a social movement is especially subject to
“the relative indeterminacy of aim” that the legal philosopher
H.L.A. Hart suggests is inevitable in all human affairs.® Consider,
for example, the goals of civil rights organizations in the early
1960s. Were they concerned with equal treatment or equal out-
comes! With integration or self-determination? With only inten-
tional race discrimination or with adventitious discrimination,
disparate impact, unconscious discrimination, and affirmative
action? While some individuals and organizations had clear views
on these matters, for many others the immediate problem of remov-
ing traditional forms of discrimination loomed so large as to place
these other questions in a hazy distance. Moreover, the civil rights
movement consisted of many grassroots organizations with diverse
constituencies. Goals were reassessed and clarified over time; strate-
gies were determined by trial and error.

Thus, in the early stages of a social movement, a philanthropist
may have little else but the quality of an organization’s leadership
to guide its grant making. But as a movement matures, so do its
organizations, and a philanthropist will rightly expect its leaders to
supplement passion and broad vision with clear goals and strategies.
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In Defense of Strategic Philanthropy

The general view of philanthropy I have described has a venerable
ancestry. Often-cited examples include the Rockefeller and Ford
foundations’ establishment of the international agricultural re-
search centers that initiated the green revolution, and the efforts by
Ford and other foundations after World War II to establish area
studies programs with the aim of increasing Americans’ knowledge
of important regions of the world. More recent examples include
George Soros’s open society initiatives in Eastern Europe, the Gates
Foundation’s initiatives to eliminate malaria, and the successful
thirty-year campaign by conservative foundations to change the
terms of national policy debate in the United States.” Strategies are
no less important for achieving community-oriented objectives
such as feeding and housing the homeless, providing workforce
placements for the chronically unemployed, and improving the op-
portunities for disadvantaged youth.

Despite the obvious advantages of implementing well-thought-
out strategies in these and other spheres, this has not been the gen-
eral approach of the vast majority of America’s sixty-five thousand
foundations, whose philanthropy tends to be more expressive than
outcome oriented. Although there has been increased talk about the
value of strategic philanthropy during the past several years, the
number of philanthropists—whether individuals or foundations—
who have systematically put these ideas into practice remains minus-
cule. Although the recently publicized financial improprieties of a
small minority of foundations present a genuine problem that must
be addressed, they pale beside the scandal of the well-intentioned
squandering of billions of dollars that have the potential to make
one’s community, the nation, or the world a better place.!°

[ do not want to minimize the difficulty of doing strategic phil-
anthropy. Developing and implementing strategies is hard work,
there are significant risks of failure, and the gratifications of success
are often deferred. Most foundations are staffed, if at all, by family
members in their spare time. Building their capacity to engage in
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strategic grant making is a long-term undertaking. But the near-
term challenge is to instill the will to acquire that capacity. It is
striking how many philanthropists, whose wealth came from pursu-
ing good business strategies, park their strategic instincts outside
their foundations’ doors.

It is against this background that a handful of writers have sug-
gested that philanthropists might do well to look to the world of busi-
ness, where the concept of strategic management is well developed
and is generally thought to conduce to success.!! Although funders
have hardly rushed headlong to answer the call to strategic philan-
thropy, the call itself has stirred a small but intense scholarly backlash.
Critics of a “strategic,” “business,” or “investment” approach to phil-
anthropy include two eminent Bay Area philanthropic leaders: Den-
nis Collins, who retired several years ago as president of the James
Irvine Foundation, and Bruce Sievers, who retired as executive direc-
tor of the Walter and Elise Haas Fund.!? Of course, there are impor-
tant differences between the practices of business and philanthropy.
But the critics are not concerned with nuance. Rather, they find the
very use of business metaphors offensive.

Dennis Collins writes that “hyperrationalism’ and ‘managerial-
ism’ . . . appear to be crowding out a more values-driven, mission-
centered approach to philanthropy and replacing it with a technically
based, efficiency-driven, outcome-centered process. In short, sup-
planting art with a pseudoscience that imagines metrics and matrices
are reality rather than a set of useful but limited tools.”"

Bruce Sievers criticizes what he calls a “business model” of
philanthropy:!4

Unlike businesses, . . . philanthropic and nonprofit organizations
operate in two worlds. One of these is defined by instrumental objec-
tives such as financial stability [or] number of people served. The
other world, however, is defined by different end goals of human
action: education, artistic expression, freedom of thought and ac-
tion, concern for future generations, and preservation of cultural and

environmental legacies. . . . These ends are the goals and aspirations
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of the human experience and are not reducible to the same kinds of
categories that define profit margins and make for the most efficient
production of widgets.

[t is this mission-driven dimension that separates the world of
the nonprofit from the world of the for-profit in a fundamental way.
“Mission” is even too limited a word to capture all that is entailed in
the nature of the nonprofit enterprise; it suggests a single-mindedness
of goal that belies the multi-dimensional character of any activity
aimed at ameliorating the human condition. “Purpose” or “aspira-
tion” might better describe the goals of organizations that operate in
the social sphere. Within their broad purposes, organizations cet-
tainly adopt specific tasks, but the point of the overall effort lies
beyond these instrumental vehicles. . . . It is poetry rather than met-
rics that often best captures this dimension of human experience.

Strategic philanthropy . . . suggests that human action can be
understood in terms of linear, sequential steps that can be orches-
trated in predictable ways to arrive at a goal. . . . But most sophisti-
cated social analysts . . . posit a very different model of social change,
one that is stochastic (non-linear, incapable of precise prediction),
self-referential, and multi-variant. The . . . business model makes
foundations averse to this kind of complexity, leading them to insu-
late themselves from diversity within the fields in which they oper-
ate and to bypass vital areas of social concern that do not fit easily

into a linear framework of analysis.

Having made the affirmative case for strategic philanthropy ear-
lier in this chapter, I now defend it against these critics.

The Confusion of Means and Ends

Sievers is absolutely right that philanthropy “operate[s] in two
worlds,” one defined by instrumental, the other by transcendent
objectives. But the two worlds he describes are essentially those of
means and ends, and it generally makes good sense not to conflate
them.
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Philanthropy comes from the heart—from the love of human-
kind, as the Greek word connotes. It is love or passion that leads
the philanthropist to determine a mission and set ambitious goals.
But once he or she has determined these goals, then mind and mus-
cle come in to design and implement a strategy to achieve them. A
strategy comprises the unromantic, nitty-gritty working out of the
means to accomplish one’s goals. It is never an end in itself, only a
tool to aid an organization in achieving its mission.

To contrast, as Collins does, a “values-driven, mission-centered
approach to philanthropy” with an “efficiency-driven, outcome-
centered process” confuses ends and means. In fact, the outcomes
sought in an outcome-centered process are precisely the philan-
thropist’s values and mission. Sievers manifests the same confusion
when he says, “Within their broad purposes, organizations . . . adopt
specific tasks, but the point of the overall effort lies beyond these
instrumental vehicles.” The strategically oriented philanthropist
would respond, “Absolutely so!”!®

Grants as Investments Seeking
(Larger Rather Than Smaller) Social Returns

There is obviously something deeper that bothers the critics—per-
haps two related things: the metaphor of social return on invest-
ments and the use of metrics. With respect to the investment
metaphor, Sievers observes that there is

a disjunction between [foundations’] central resource—money,
which is countable—and social objectives, which generally are not.
There is a natural inclination to ask, How much social value can we
buy with this money? The proper response, in my view, is that this is
the wrong question: rather than seeking to conjure up something
that would satisfy the “biggest bang for the buck” requirements of a
buyer, those involved in philanthropy ought to pursue the kinds of

success appropriate to social organizations.
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... SROI [social return on investment] does not and cannot
adequately account for the complex and intangible human dimen-
sions of what nonprofit organizations seek to accomplish. The mean-
ing and import of a ten-year process of policy development, a shift
in public consciousness, a spark of understanding brought through
the arts, or the transformation of a single human being in a youth

development program simply cannot be captured by SROL!®

To be sure, the complexities of social forces beyond our control,
and even beyond our ken, mean that grant making—especially
grant making seeking social change—has far more unknowns than
certainties. But program officers must make choices, and the invest-
ment metaphor reflects the reality that a grant dollar spent on a
poorly designed strategy or a low-performing organization is a lost
opportunity to support a more effective one.

Indeed, the investment metaphor serves another critically im-
portant function. It gives foundations the space to make “big bets” or,
in Dennis Collins’s approving phrase, to “swing for the fences.”'? The
core insight of the metaphor is that the return on investment is a
function of both the anticipated impact and the likelihood of achiev-
ing it. If foundations did not take risks, they would never pursue
strategies that seek large-scale social change. Nor would they invest
in new, relatively untested organizations that have great potential.

Given the large problems that foundations address, their reach
will often exceed their grasp—or, to put it bluntly, they will often fail.
[t is the fact that the social returns they seek, though not quantifiable,
are potentially huge by any standard that gives foundation staff and
board members the courage to fail. Sievers certainly understands the
importance of reaching for the stars, but he does not acknowledge the
strategic infrastructure that conduces to grasping success.

Metrics

Perhaps it is less the concept of social return on investment than
the idea of subjecting philanthropy to metrics that upsets the crit-
ics. Collins talks about a “pseudoscience . . . [of] metrics and matri-
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ces.” Sievers provides a powerful example of outcomes that are not
subject to accounting rules:

The environmental movement, the rise of the conservative agenda
in American political life, and the movement toward equality for
the gay and lesbian communities, all aided by significant philan-
thropic support, have transformed American life in ways that lie
beyond any calculations of “return on investment.” Of course, we
believe that there have been calculable returns on investments in
these issues, but the point is that these movements have recast the
American moral landscape, resulting in enormous change in the way
society functions and understands itself, with consequent changes in
policy. Commitment of philanthropic resources to these issues was
not merely a matter of analyzing increments of inputs and output; it
was a moral engagement with wooly, unpredictable issues that called

for deeply transformational action.'®

He writes that “it is poetry rather than metrics that often best
captures this dimension of human experience,” and that “measur-
able outcomes . . . may distort an organization’s program or actually
cause more important, intangible aims to be overlooked.”

Well, yes and no. If the point is that philanthropy is more in the
nature of a craft than science or economics and that one can sel-
dom quantify the social return on a foundation’s investment, there
is no disagreement. Likewise, one ought not eschew an important
mission because progress cannot be assessed in quantitative units.
have yet to encounter a funder who believes that the goals of mas-
sive social change movements are “reducible to the same kinds of
categories that define profit margins.” Without attempting to quan-
tify social returns, though, the investment metaphor embodies an
attitude that presses the staff to use the foundation’s resources as
effectively as possible.

Most philanthropy, whether practiced by large or small founda-
tions, aims at incremental rather than massive social change. It sup-
ports programs to mentor children after school, prevent or treat
drug addiction, provide supportive housing for the homeless, help
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people become productive members of the workforce, and the like.
Most such programs have indicators of progress and success that are
amenable to quantitative assessment.!”

Once you have adopted a mission and chosen goals, it is always
worth striving to develop quantitative indicators where you can,
but with the recognition that many outcomes cannot be assessed
this way. A performing arts organization must be concerned with
the quality of its productions at least as much as with the size of its
audience. And a comprehensive community initiative may have
both the objectively evaluable goal of reducing crime rates and the
goals of strengthening its residents’ subjective sense of trust, com-
munity, and well-being.

Anyone who was tempted to look only at metrics in such cases
need only consider the distorting effects of teaching to the test on
American education. But I think that Collins and Sievers have set
up a straw man. In six years in the philanthropic sector, I have not
encountered a foundation CEO who did not understand that in-
dicators of success must respond to the program’s goals—not vice
versa.

Sievers provides only one example of the downside of metrics,
and it is a curious one. He suggests that metrics lead to evaluating
organizations based on the (small) size of their administrative
expenses rather than their accomplishments. But this is precisely
what an investment approach guards against. No business views
costs in the abstract; rather, it asks whether they are justified in
terms of the value they produce. That certainly is the justification
for any foundation’s having a staff, which is typically its greatest
expense. Indeed, it is not evident why a foundation would need
much of a staff if it were not strategically oriented.

The Role of Intuition

Related to the critique of metrics, but more radical, one might be-
lieve that the demand for anything like a strategic plan is misguided
and that a funder should simply trust that an organization leader’s
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or a social entrepreneur’s passionate commitment and intuitions will
yield results. Along the same lines, a funder might believe in letting
a hundred flowers bloom and seeing which turn out to thrive.

One cannot criticize these approaches a priori. Intuition plays
an important role in many complex human endeavors and, indeed,
is an inescapable part of strategically oriented work. Some people
are better at doing than at explaining how they do it—certainly,
many are better at talking than doing!—and a good organizational
leader or grant maker must have reliable intuitions to parallel the
more deliberative aspects of his or her work. But developing reliable
intuitions requires getting feedback from the results of one’s de-
cisions.?’ A responsible organization and its funders must therefore
ultimately determine how well a program succeeded in achiev-
ing its mission. My hunch is that most funders whose selection of
grantees rely on intuition to the exclusion of a well-thought-out
strategic plan do not bother to test their intuitions after the fact.

The Critique of Venture Philanthropy
and the Value of General Operating Support

In addition to the general attack on a business model of philan-
thropy, Sievers criticizes the notion of venture philanthropy—a
particular approach that, as the name implies, borrows from the
practices of venture capitalists. He focuses on the practices of going
to scale, being actively engaged in the management of the grantee’s
enterprise, using the funder’s contacts to secure other investors, and
having an exit strategy.?!

For all of the buzz about venture philanthropy, there are very
few funders whose work encompasses most of these practices. In any
event, | do not think one can say categorically that they are good
or bad. For example, although many organizations are just the right
size for their mission, surely it is sometimes valuable to increase an
organization’s scale or reach.?? The appropriate level of engagement
with a grantee also depends on the circumstances. Although most
strategically oriented funders work with an applicant to develop a
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shared understanding of goals and strategies, and receive and pro-
vide feedback during the course of the grant, they are seldom
involved in the grantee’s management. The rare occasions of higher
engagement usually respond to the shared belief that a foundation’s
staff can add real value to a complex or innovative enterprise. Siev-
ers is surely right that engagement for engagement’s sake is not
helpful;?® but once again, I have not encountered funders who have
the resources, let alone the desire, to do this. As for using contacts
to secure other investors, this strikes me as almost always desirable.

An exit strategy reflects a venture capitalist’s expectation that
after some period of time, a successful company will go public or be
acquired. Though some foundations tend to focus on start-ups,
there is no real analog to an exit strategy for the large majority of
nonprofit organizations, which will always depend on philanthropic
support.?* That said, philanthropists could learn a couple of valu-
able lessons from venture capitalists. The first is the importance of
supporting an organization as a whole rather than picking and
choosing pieces of it. The equivalent in philanthropy is the provi-
sion of general operating support—something dear to the heart of
every nonprofit organization—rather than funding discrete proj-
ects.”” Second, although they have fairly short time horizons, ven-
ture capitalists stay with a company long enough to see it through
success at a particular stage—something that contrasts favorably to
the modus operandi of many foundations, which impose arbitrary
and often counterproductive time limits on their support even for
high-performing organizations and often exit because of donor
fatigue rather than as a result of any strategy whatever.

In summary, to Bruce Sievers’s statement that the business
model “has risen to a position of prominence in philanthropic prac-
tice,” my response is, Would that it were so! I've heard some talk
about a business or strategic orientation, but the number of funders
who are walking the walk seems small and accounts for an infini-
tesimal proportion of philanthropic dollars. Indeed, even if founda-
tions were in fact as obsessed with metrics as Collins and Sievers
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imply, this would be a healthy corrective to a sector that for the
most part pays no attention to outcomes whatsoever.

In an excerpt quoted above, Sievers observes that major social
change movements arise from a sense of justice that cannot be cap-
tured by cost-benefit analysis. Of course, he is right. But since we
have recently celebrated the fiftieth anniversary of Brown v. Board
of Education, it is worth recalling just how outcome-oriented the
NAACEP Legal Defense Fund was in its support of the most impor-
tant social change of the twentieth century. Its fundamental strat-
egy was to get the U.S. Supreme Court comfortable with the racial
desegregation of professional and graduate schools before pressing
the Court to enter the emotionally charged venue of elementary
and secondary education. The motivation was the quest for social
justice. But the strategy was ruthlessly instrumental and required
passing up cries from the heart for immediate action in favor of
long-term gains. The foundations that invested in the Legal De-
fense Fund knew that they were working in partnership with an
organization whose leadership not only had its eyes on the prize but
had well-thought-out strategies for gaining it.

Sievers and Collins are absolutely right that a sense of mission,
commitment, and passion is essential to every aspect of the work of
philanthropists and the nonprofit organizations they support. These
qualities are what make those committed to social change go to
work early and come home late. Strategy is not a substitute for these
values but the vehicle for achieving them. Without the capacity to
move beyond passion to effective planning and execution, the sec-
tor would be left largely with well-meaning efforts that confuse
good intentions with real effects.
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ETHICS AND PHILANTHROPY

Bruce Sievers

The nonprofit sector rests on a foundation of public trust. This trust
is based on an assumption that the primary incentives for nonprofit
work are neither profit nor power, but rather voluntary action di-
rected toward the public good. For this reason, ethics occupies a
central position in the nonprofit sector in a way in which it does
neither for the for-profit nor governmental sectors.

This may strike some as a rather idealistic way of describing the
complex mixture of motives and purposes that define the nonprofit
world, but fundamental justifications for the sector have long been
anchored in the concept of trust. For example, legal analysts have
emphasized the importance of the nondistribution constraint that
imposes an intrinsic limit on self-interested activity on the part of
those who operate nonprofits. Economists have pointed to the cre-
ation of public goods (in contrast to private goods) as the goal of
nonprofit enterprise, and such public goods are always threatened
by the problem of unethical free riders. Policy experts have high-
lighted public trust associated with the tax benefits received by non-
profit organizations. And a long history of charitable support has
demonstrated the public’s ongoing perception that the work of the
sector justifies its trust.

Trust implies ethical behavior. In some respects, this presump-
tion for nonprofits is similar to the presumption of ethical conduct
in all professional fields. Because professionals exercise power and
authority outside the normal restraints of close governmental regu-
lation, market forces, or political control (and we desire them to
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remain outside such forces as much as possible), they are assumed
to operate according to self-imposed ethical principles. This is why
we are so shocked when we learn of the violations of trust by jour-
nalists like Stephen Glass and Jayson Blair, the American Medical
Association’s paid endorsement of medical products, and Enron and
WorldCom accountants who were complicit in financial frauds. We
defer to professionals’ expertise and feel betrayed when then they
act dishonestly or deceptively.

The nonprofit sector introduces yet a further elevation of trust
expectations because its practitioners not only perform as profes-
sionals—in education, health care, environmental protection, or
whatever other specific fields in which they may be engaged—they
do so with the special benefit of donated funds and volunteer effort
directed toward broader public ends. The public benefit yielded by
nonprofit professionals and volunteers thus extends beyond per-
forming reliable services for clients; they provide public goods for
the benefit of the entire society rather than for themselves or other
private recipients. Stated in economic terms, nonprofits provide set-
vices to recipients who are not payers and thus commit themselves
to avoid exploitation of information asymmetries that, were it not
for ethical behavior, might work to the detriment of both donors
and clients.

[ focus on a particular subset of nonprofit organizations: those
that exercise great influence while operating with minimal external
control. These are philanthropic foundations, entities endowed by
private wealth in pursuit of public purposes. Foundations occupy a
particularly crucial place in the universe of the nonprofit sector, and
since they have both the resources and the latitude to take the lead
in promoting ethical practice, they can reasonably be expected to
play a strong role in exercising leadership in the sector.

For the purposes of this chapter, I suggest three levels of ethical
issues—from the practical to the broadly theoretical—that apply
distinctively to foundations in their role as potential leaders in the
nonprofit world.
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Funding Ethics

The first is the straightforward issue of ethics as a funding priority.
Clearly foundations make funding choices based on a spectrum of
reasons, and donors and foundation boards can and should exercise
wide discretion in determining which, among the enormous array of
potential targets of social concern and interest, they choose as the
preferred objects of their support. Freedom of donor discretion is an
essential aspect of modern philanthropy, and it has many benefits in
stimulating creative, nonbureaucratic, pluralistic solutions to social
problems. Social problems and interests are, in effect, limitless, and
funds are finite, so it is inevitable that choices be made according to
the interests and concerns of the donors and their representatives.

At the same time, systematic thinking is rarely applied to the
most important stage of decision making in foundations: the time
they are established. Indeed, donor preferences are most often influ-
enced by personal histories, relationships, and experiences that are
not typically subject to rigorous critical analysis. The result is that
in any given period, foundation funding tends to flow to areas of
interest in quite arbitrary ways. There is an irony in this circum-
stance, in the light of the fact that so much of the field’s attention
is paid to strategies of grant making after the initial choices have
been made.

The idiosyncratic nature of foundation priority setting can cre-
ate shifting patterns of support often oriented to hot topics of the
day, such as elementary education or particular diseases, while fun-
damentally important but less fashionable arenas of social concern
can be easily ignored. I have suggested elsewhere that the subject of
ethics—both research and application—is an example of a field with
important social consequences that is habitually overlooked by foun-
dations.! The entire field of professional ethics—including ethics in
medicine, journalism, government, law, and science—receives min-
imal foundation support. While it is true that financial needs in
ethics are less than those in, say, physics research or medical care, for
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the same reason that electron microscopes and AIDS drugs cost
more than fellowships, conferences, and yellow pads, the need for
the support of work in ethics is not zero, which is only slightly less
than the level of funding actually allocated.

A trend that reinforces this pattern of neglect is an increasingly
bottom-line orientation in philanthropy, most recently evident in
the contemporary enthusiasm for applying the “business model” to
philanthropic practice. The often uncritical importation of this
model and its associated conceptual framework—an emphasis on
“bang for the buck,” measurable outcomes, performance milestones,
products, and scaling up—can lead philanthropy to avoid large,
philosophically complex, intangible issues such as ethics. Beyond
the influences of subjective donor choice, therefore, this reflects an
epistemological failing of the field. In his discussion of this phe-
nomenon in other professional fields, Donald Schon called this
kind of restricted social perception a form of “selective inattentive-
ness” to important features of social life.?

On a practical level, therefore, there is a need for more serious
philanthropic attention to research and application of ethics in pro-
fessional life. If large health care foundations, for example, were to
allocate a small percentage of their grants to medical ethics, and sci-
ence foundations did the same for scientific ethics, research and
education opportunities in ethics would be expanded enormously.

Foundation Accountability

A second level on which ethics and philanthropy have a strong
relationship is that of philanthropic accountability. Accountability
has in fact been part of the discussion of philanthropy as long as
foundations have existed, for example, in the establishment of
ancient philanthropic funds that prompted the creation of legal
vehicles to ensure their proper and honest administration. The Eliz-
abethan Statute of Charitable Uses of 1601 contained provisions to
guarantee the appropriate application of charitable donations to the
causes intended by the donors. Congressional oversight of Ameri-
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can philanthropy began a century ago concurrent with the creation
of the first large general-purpose foundations. The reason for this
enduring concern about accountability is simple: the allocation of
funds for vital social concerns outside the control of the state or
other authority leaves open the clear possibility of abuse.

A contemporary instance of this long-standing concern for phil-
anthropic accountability is to be seen in the current multiple ini-
tiatives by both state and national governments that seek to assert
greater oversight of the nonprofit sector. An example is the exami-
nation by the U.S. Senate Committee on Finance (ongoing in mid-
2005) of legislative approaches designed to place more specific
financial and operational requirements on foundations and other
nonprofits. The stated purpose of such legislation is to ensure greater
transparency, public accountability, and socially beneficial applica-
tion of charitable resources.

The prospect of ever greater regulation raises a fundamental
question about the nature of private philanthropy: What is the
proper balance between the free exercise of private action in civil
society and the obligation to be accountable to the public? Like
other professions, philanthropy is accorded wide latitude of opera-
tional independence by society to avoid the stifling consequences
of bureaucratic or politically motivated influences. But as endowed
entities with self-selected boards and self-determined purposes,
foundations, and particularly private foundations, have neither
market forces nor fundraising requirements to serve as external
checks as do most other professional or nonprofit fields. Other than
very general scrutiny by state attorneys general, the Internal Rev-
enue Service, and occasional press articles, foundations have little
societal oversight.

[ am not suggesting that this is necessarily a negative situation.
Indeed philanthropic organizations have functioned quite benefi-
cially throughout American history, fostering flexible, proactive,
enterprising, sometimes contrarian, and generally helpful social
action. Arguably, the combination of freedom and trust accorded
these organizations has produced a powerfully productive financial
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resource for positive social change. Although contributions by indi-
viduals consistently exceed those from foundations by a large mea-
sure (typically by a factor of eight to one), the ability of foundations
to apply their resources in a systematic, focused way over time gives
them a unique capacity to contribute to solutions to fundamental
social problems.

The problem arises when public trust is violated through care-
lessness, self-dealing, or outright malfeasance. Absent the mecha-
nisms that ensure popular control over other elites—the market in
the for-profit arena and elections in government>—foundations,
like all other nonprofits, are quite free to set their own rules of be-
havior. Following several well-publicized missteps and scandals in
recent years involving a number of private foundations as well as
several large nonprofit organizations, among them the United Way,
Red Cross, and Nature Conservancy, there has been greatly
increased discussion of the issue of accountability.*

When such abuses occur, as they inevitably will in such an
unmonitored operating system, the question becomes: What to do?
The immediate social reaction is a call for stronger governmental
oversight. This is currently evident in increasing state and national
legislative efforts to exert more stringent control over the sector.
One example is California’s Nonprofit Integrity Act of 2004, signed
into law by Governor Schwarzenegger, that imposes new require-
ments on governance and fundraising by California nonprofits.
Another is the discussion of legislation under consideration by the
U.S. Finance Committee to place stronger regulatory oversight over
nonprofits.

These measures are but the latest in an episodic history of gov-
ernmental regulatory initiatives. Soon after the creation of the
modern foundation in the early twentieth century, a suspicious
Congress initiated investigations of the Rockefeller, Carnegie, and
other foundations. The U.S. Industrial Relations Commission (the
Walsh Commission) was the first to conduct such an investigation
* “wealth, loosely
defined powers, exemption from federal taxation, freedom from

in 1914, motivated by concern for foundations
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public control, subserviency to donors, and benumbing effect on
smaller philanthropic agencies and individual giving.”® The most
recent major congressional initiative that created substantial new
regulatory provisions over foundations was the 1969 tax act, result-
ing from hearings conducted by Representative Wright Patman.
Throughout the history of these investigations, charges have re-
volved around a familiar theme: nonprofit organizations, and espe-
cially foundations, have the potential to abuse their freedom by
operating a closed, self-serving system, and their resistance to calls
for greater transparency, accountability, and demonstrable social
benefit is counter to the spirit of modern, democratic organizational
behavior. Derek Bok, former president of Harvard, put it succinctly:
“Of all the institutions in America, philanthropic foundations are
surely among the least accountable.”®

Although the final outcome of the 1969 tax act is now widely
regarded as generally positive in its impact on both philanthropy
and the nonprofit field as a whole, I suggest that the overall trend
toward greater government regulation over the nonprofit sector is
actually a negative development, for both the operation of the sec-
tor and the public’s trust in it. This presents something of a paradox:
moves toward greater accountability and oversight are intended to
increase ethical behavior and therefore public confidence in the
work of the sector. Yet they do not. Why?

The answer is straightforward. Governmental accountability
rules arise as mechanisms designed to compensate for a lack of eth-
ical responsibility that has been demonstrated in a field. Thus, the
stronger the regulatory mechanisms are, the less is the implicit trust.
Onora O'Neill describes this scenario in her 2002 Reith Lecture, A
Question of Trust:

The diagnosis of a crisis of trust may be obscure: we are not sure
whether there is a crisis of trust. But we are all agreed about the rem-
edy. It lies in prevention and sanctions. Government, institutions,
and professionals should be made more accountable. . . . The new

accountability takes the form of detailed control. An unending
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stream of new legislation and regulation, memoranda and instruc-

tions, guidance and advice floods into public sector institutions.’

O'Neill warns of the unintended injurious consequences of this
barrage of regulatory activity: “The new accountability is widely ex-
perienced not just as changing but (I think) distorting the proper aims
of professional practice and indeed as damaging professional pride and
integrity.”® These trends result in an ever expanding “audit culture”
that actually undermines public trust. In the United States, for ex-
ample, there appears to be no evidence that the recent passage of the
Sarbanes-Oxley legislation imposing greater accountability on cor-
porate boards has actually increased the public’s trust in the corpo-
rate sector, despite the fact that the new law has perhaps provided
modest reassurance that the violators are more under control. In
fact, such efforts to increase government oversight can actually crowd
out those to strengthen ethical standards within a field.

The clear implication of this argument is that the foundation
community must take the lead in setting standards for its own eth-
ical behavior and in initiating discussions, educational programs,
and training sessions to implement them. Past such efforts have
been quite timid in their aspirations and weak in their conse-
quences, doing little to establish meaningful standards of behavior
for the field. A current Council on Foundations initiative, “Build-
ing Strong and Ethical Foundations: Doing It Right,” the latest
effort aimed at establishing ethically grounded procedures and stan-
dards for the operation of foundations, shows promise for taking a
next step.

In advocating stronger self-defined standards for the field, how-
ever, | want to distinguish between two quite different forms of
accountability. While it is necessary and commendable to seek to
establish norms of acceptable behavior in the governance and
practice of grant making, the attempt to impose rigorous perfor-
mance standards on the outcomes of foundation or nonprofit activ-
ity will not advance their level of ethical responsibility. Here is
where Paul Brest and I differ in our interpretations of what is use-
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ful and appropriate in monitoring foundations’ work. His view is
that accountability, in terms of both ethics and public expecta-
tions, should include an assessment of foundation productivity; my
view is that ethical and public considerations properly have to do
with honesty and integrity, not attempts to measure yield. I offer
two reasons for this.

First, the sheer number and complexity of variables in the realms
of social action make it virtually impossible to arrive at rigorously
measurable comparisons of performance among competing non-
profit activities. The vast range of variables involved in social ac-
tion, the role of the single variable of foundation funding, uncertain
time horizons, absence of a uniform feedback mechanism like the
market, and lack of conditions for controlled experimentation
cumulatively defeat attempts to arrive at precise numerical calcula-
tions of results. In purely scientific terms, therefore, the enormous
complexity of measuring outcomes all but ensures failure.

Second, beyond the practical problems of measurement, there
is a deeper philosophical question about the imposition of interpre-
tive frameworks on social reality. Philosophers from many traditions
have addressed this question over time, sharing a common critical
stance about distortions that result from imposing a categorical
framework grounded in one framework of reference on another.’
Applied to philanthropic practice, this raises a serious concern
about the effect of money and power in defining social reality in
conformity with the belief system of the power holder. Those who
solicit philanthropic support for their work in the complex arenas
of nonprofit activity are particularly vulnerable to such pressures. A
current example is the distorting effects of the mandated use of
standardized test scores in evaluating educational activity, which,
as we frequently hear from teachers, often results in teaching to the
test, skewing the educational curriculum in the direction of the
tests and translating the end of education into test taking.

Another example is the growing popularity of ratings systems
for nonprofits, such as that of Charity Navigator. CN uses financial
ratios, such as the ratio of program to administrative expense, to
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rank charities, including creating “Top Ten” and “Slam Dunk” lists.
Despite producing impressive-looking charts and numbers, the rat-
ings are virtually meaningless in terms of assessing the quality and
value of the nonprofit organizations. By encouraging a simplistic
“bang for the buck” evaluation of nonprofit organizations, such ef-
forts are not only misleading but are positively counterproductive
in conveying to the public a distorted message about the nature and
purpose of nonprofit work. Even greater distortions occur in cross-
cultural contexts.

Philanthropy and Public Goods

A third level on which ethical considerations arise in an important
way in philanthropy concerns the role of private wealth in a demo-
cratic society. The focus here is on neither questions of philan-
thropic priority setting nor accountable behavior but on the overall
ethical implications of the philanthropic enterprise, that is, the
complex responsibility of private sector institutions seeking to
address fundamental problems in and potentialities of modern soci-
ety. This topic is best described under the rubric of concerns about
the privatization of the public sphere. While such a complex sub-
ject cannot be adequately addressed within the confines of this
chapter, I sketch an outline of an argument.

Philanthropy has been an integral part of the evolution of civil
society in the West from its earliest origins, both as a moral force for
the improvement of humankind and a primary financial resource
enabling nonprofit organizations to remain independent of the mar-
ket and the state. In this role, philanthropy has supplied a base of
support for private action, separate from, and often defended
against, the state. In the United States, the confrontation between
the defense of the prerogatives of private power and the authority
of the state occurred early in the nation’s history in the struggles
between the Federalists and the Jeffersonians. The pivotal Dart-
mouth College case in 1819 provided the definitive initial deter-
mination of the rights of private wealth to pursue social purposes
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through “the [U.S. Supreme] Court’s perception of distinct realms
of public and private action, and the role of the courts in the pro-
tection of private action from public interference.”!®

The subsequent development of the nonprofit sector in the
United States reinforced and further refined the interplay between
distinct public and private domains of action. At stake have always
been two fundamental concerns: the protection of private associa-
tional life to operate freely without state intrusion and the ambigu-
ous role of private actors in achieving public ends. The first has
been well explored elsewhere and bears on foundations primarily in
terms of the regulatory issues raised in the second section above.
The second lies at the heart of the role of philanthropy in society.

The core of this second concern has to do with an important
distinction between private and public goods and how they are gen-
erated. In the commercial sector, private means are used to create
private goods. In the governmental sector, public means are used to
achieve public goods. In the nonprofit sector, private means are
used to create public goods. The consequence for the nonprofit sec-
tor is a delicate balancing act between adhering to the dictates of
private inspiration and intention, on the one hand, and responsi-
bility to achieve public benefits, on the other.

This balancing act is difficult to maintain because it confronts
two fundamental challenges to the creation of public goods in the
liberal democratic state: the collective action problem and value plu-
ralism. Each of these two problems, taken separately, creates obsta-
cles to achieving common aims in liberal democracies; together,
they create a formidable barrier to channeling private resources in a
way that is democratic and has coherence for the benefit of society
as a whole.

Todd Sandler has distilled the problem of collective action suc-
cinctly in his phrase, “Individual rationality is not sufficient for col-
lective rationality.”!! This conveys the central theme of a large
body of work relating to the tragedy of the commons, prisoner’s
dilemma, free-riding, externalities, the use of common pool re-
sources, and other aspects of the disjuncture between the pursuit of
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individual interests and the interest of collectivities. The problem is
structural. As in the prisoner’s dilemma, despite agreement on a
common definition of “interest,” the forces of individual self-interest
can work to defeat the achievement of optimal interests for the
group. Garrett Hardin, Mancur Olsen, and many others have demon-
strated that the absence of a supervening regulatory power can lead
to the diminution and ultimate destruction of the commons.

The problem of value pluralism in a liberal democracy adds a
further challenging barrier to the task of achieving common ends.
Most notably described by Isaiah Berlin, value pluralism poses a
more fundamental problem than that of the practical challenges of
reconciling individual interests with a common one because it
denies the very existence (or even the possibility, according to
Berlin) of a common definition of “good.” Values are individually
defined and can be ultimately incompatible, so any attempt to forge
a common definition of the good society (or a broad sense of the
common good within society) is doomed to failure. The general
problem of pluralistic values has remained a perpetually unresolved
dilemma in liberal democratic theory.

The problems of both collective action and value pluralism
converge in the practice of private philanthropy. In a system of free,
unfettered private decision making for the allocation of philan-
thropic resources, there is a presumption of something akin to an
invisible hand that rationalizes the entire system for the overall
benefit of society.!? But the incentive of mission achievement works
in a foundation much like the incentive of profit in a for-profit
enterprise, and the cumulative effect of maximizing individual mis-
sions tends to frustrate foundations’ potential for collective impact
on society. This becomes the philanthropic version of the problem
of collective action.

The actions of individual donors and, by extension, foundation
boards reflect the effects of value pluralism. Indeed, one of the deep-
est held principles of private philanthropy is that giving interests
should reflect the fundamental convictions of the donors, whether
brilliant, inspired, controversial, or wacky. We cherish the ability of
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individuals to choose their idiosyncratic paths of inquiry and inter-
est. The question for social policy arises when these involvements
become more than just individual expressions of personal pastimes
or social engagements, but exercises in social power in the form of
particular public agendas advanced by philanthropic actors. In this
situation society is not only accommodating the coexistence of dif-
ferent and potentially conflicting value orientations of its citizens—
an essential characteristic of liberal democracy—but, in addition,
is facilitating the use of major private resources directed by small
groups of people to advance particular causes or value positions
without a broader social response mechanism.

These characteristics of private philanthropy, combined with
an expanding donor base, result in an ever-increasing fragmenta-
tion of organized giving.!> Absent counterforces within or outside
the field that might encourage consideration of the larger collective
consequences of individual funding decisions, philanthropy be-
comes a magnifier of individually determined interests and goals.
This might be considered unproblematic—the philanthropic equiv-
alent to the marketplace of ideas, in which the best programs, like
the best ideas, float to the top. But the world of private philan-
thropy, with its financial power and growing social influence, is not
simply a free, transparent, democratic marketplace that expresses
private preferences and beliefs and subjects them to critical feed-
back. To the contrary, it is a powerful source of social change and
agenda setting operating with minimal external input that steers
major resources to important public purposes. !4

Several unintended negative consequences can flow from the
pluralism inherent in philanthropy. As Rob Reich has shown in his
study of local philanthropic support flowing into public schools, it
can adversely affect social equity. He documents how private fund-
ing can exacerbate the already unequal status of rich and poor school
districts, aggravating an existing lack of fairness in the distribution
of social services.”® There are many other areas, such as health care,
private education, and particular geographical areas, where similar
questions of equity arise.
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Second, philanthropy can distort the public decision-making
process through the influence of private wealth in the public arena.
The concern voiced early on by the Walsh Commission in its report,
charging that “the concentration of wealth in the large foundations,
such as the Carnegie and the Rockefeller, was being used by indus-
trial magnates to gain control of the universities and, thereby, the
social and educational side of American life,”'¢ has remained an
ongoing critique by those who object to the “private government”
aspect of foundation activity. Michael Walzer has succinctly sum-
marized this position in his observation that “American philan-
thropy, as currently organized is radically dependent upon . . . ‘the
princely gift.” Indeed, philanthropy has probably never been orga-
nized in any other way. . . . But the price we pay for ‘the princely gift’
is the power of princes.”!?

Finally, philanthropy can reinforce the deficiencies of the mar-
ket in the social realm. These deficiencies include both the diffi-
culty of achieving collective goods through market mechanisms'®
and promoting the concept of the market as the preferred vehicle
for social decision making. The unfettered pursuit by multiple inde-
pendent actors of their individually defined social aims results in the
collective goods problem described above. Championing a preferred
social decision-making model can subtly (or not so subtly) shape
public perceptions of the relations between the public and private
sectors and options available for social agenda setting.!”

What might be done about these inherent deficiencies of phil-
anthropy in its pursuit of public purposes? The answer certainly does
not lie in the imposition of additional stringent limitations on foun-
dations in the form of stronger governmental regulatory control,
which carries with it substantial threats of politicization and bureau-
cratization. Even Walzer, arguing from a socialist perspective, main-
tains that a good egalitarian society would include a freely operating
philanthropic sector because of the important contribution philan-
thropy can make to pluralism and civic-mindedness.? Philanthropy
is an essential contributor to the liberal democratic state, and reme-
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dies to its shortcomings should be sought from within rather than
outside the field.

[ will suggest four possible areas for exploration of ways in which
philanthropy might pursue a path toward solving its collective goods
problem, in place of its current tendency to reinforce the trends
toward fragmentation and privatization. This could be accomplished
without inflicting damage on the system of philanthropy itself.

First, the field needs to increase its self-awareness of the prob-
lems intrinsic to its own mode of social problem solving: the poten-
tial exacerbation of inequality, fragmentation, and the deficiencies
of market approaches to the pursuit of collective goods. Second,
there should be greater attention in donor education activities to
the social implications of fundamental agenda setting, that is, crit-
ical analysis of the process by which initial foundation purposes and
priorities are established, rather than just attending to issues of
effectiveness in grant making. Third, philanthropy could play a
much stronger role in championing the importance of the public
sphere in contemporary society.”! Fourth, philanthropy could do
more to improve the public decision-making process itself—the
means through which the public comprehends and addresses the
vast array of decisions on social policy—such as increasing its atten-
tion to ways of improving the media and deliberative democracy.

These topics open issues for another discussion. Nevertheless,
the ethical implications of the use of important private resources to
accomplish vital public purposes are profound, and foundations
have the opportunity to take leadership in both examining those
implications and addressing them in practice.
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EXERCISING MORAL COURAGE

A Developmental Agenda

Linda A. Hill

Leadership is fundamentally about humanity. It is

about morality. Your primary job as a leader is to

see what is good for your organization, and what is

good for the people who work for you, and to create

something for the well-being of your fellow citizens.
—Franco Bernabé, former CEO of Eni,

Italy’s large energy-focused industrial group!

If we expect managers to exercise moral agency and courage, then
our first task as their educators is to keep in mind who management
students really are and offer them a preview of what managerial life
will really be like.? Our next responsibility is to provide them with
the tools they will need to live consistently with their values while
at the same time raising their aspirations for how business can be a
positive societal force. If the surveys of M.B.A. graduates are cor-
rect, we have some distance to travel to address their developmen-
tal needs.’ Just what are those needs? In this chapter, I elaborate on
what management students need to learn based on my experience
teaching in an M.B.A. program whose mission is to educate leaders
who make a difference in the world.*

I thank Joshua Margolis, Maria Farkas, Lisa Pode, Emily Stecker, and Scott Snook for their
feedback on drafts of the manuscript for this chapter.
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Who Are the Management Students?

The decision to pursue a managerial career is a carefully considered
one for most management students. Yet like most inexperienced
managers, they are often blinded to the realities of management by
their personal motivation and ambitions. They may fail to appreci-
ate that leadership is not only about exercising authority but also
about managing interdependencies. Assuming the mantle of lead-
ership confers not only rights and privileges, but also duties and
obligations associated with those interdependencies—in short, eth-
ical considerations.

Although ethical dilemmas are the stuff of the everyday lives of
leaders, management students often arrive at business school with
an underdeveloped moral compass. They are largely unaware of their
ethical blind spots. They see themselves as people of character who
will not commit the kind of blatant wrongdoing they read about in
the newspapers. But they admit they are pragmatists, not idealists.’
They hope they can dodge ethical minefields, but they fear they will
be unable to reconcile financial and ethical imperatives over the
course of their careers. For them, the bottom line is just that: the
bottom line. They have little idea about how to give voice to their
values in the face of countervailing pressures, and even more, they
are uncertain of how to change the rules of the game.°

Ethical judgment is learned and cultivated over the course of a
career. It begins with an understanding of one’s personal values.
Adpversity or crucibles, to use the language of Warren Bennis and
Robert Thomas, are especially important to the development of an
inner compass or understanding of one’s values:

The crucible experience was a trial and a test, a point of deep self-
reflection that forced them to question who they were and what
mattered to them. [t required them to examine their values, ques-
tion their assumptions, hone their judgment. And, invariably, they
emerged from the crucible stronger and more sure of themselves and

their purpose—changed in some fundamental way.
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Leadership crucibles can take many forms. Some are violent, life-

threatening events. Others are more prosaic episodes of self-doubt.”

As it turns out, many management students, especially those who
attend leading business schools, have limited experience with adver-
sity. For example, Sharon Parks conducted a three-year study of Har-
vard M.B.A. students. She found that with some notable exceptions,
most in our population had been in the “flow of success,” which had
required of them little self-reflection about ethical matters, and hence
impoverished their development of ethical judgment:

As a group, they are highly motivated, talented, and bright. Most are
graduates of the best secondary and undergraduate schools. Many of
the American students, upon graduation from college, were
recruited and subsequently trained by some of our most prestigious
commercial and financial institutions or by the military. . . . Only a
small percentage of them come from elite families, but as a group
they do come predominantly from upwardly mobile middle-class
backgrounds. Our society seems to work for them.

From some angles of vision, these young adults obviously repre-
sent a certain sort of privilege. Yet this particular profile of young
adult success seems to have a number of implications that are sober-
ingly significant in terms of the students’ potential as future man-
agers and leaders. Specifically, because they have been in the “flow
of success,” many of them have had less occasion for critical reflec-
tion on self and world than others their age. Most are fully capable
of critical thought and can work out a strategy within a given set of
conditions. But in the absence of significant adversity and/or cross-
cultural cognitive dissonance, they have had less experience than
have some of their generational peers in recognizing and consider-
ing the conditions themselves—the broader social, cultural, politi-
cal, and economic context within which the conditions themselves
rest. Therefore, they remain more vulnerable than might be pre-
sumed to the unexamined assumptions of conventional thought and

circumstance.®
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For students like these, John Dean’s memoir, a book he so aptly
titled Blind Ambition, is a cautionary tale of how the flow of success
can lead to disaster.” Dean served in President Nixon’s administra-
tion, starting as associate deputy attorney general, moving quickly
to become counsel to the president, and ending ignominiously as a
convicted criminal for his participation in the Watergate cover-up.
Dean’s actions were not only morally wrong in themselves, but they
also destroyed the career he had so ambitiously constructed. Why
and how does this happen? What was it about the situation that led
to Dean’s demise? What was it about him? These are the questions
we ask the management students to ponder.

During the course of the discussion of excerpts from Dean’s mem-
oir, the students discover it is too easy to conclude that John Dean
was simply a “bad person.” Much to their surprise, the vast majority
of management students begin to see themselves in John Dean, a
“very sobering thought” as one student put it. Like John Dean, they
too aspire to climb to positions of considerable power and prestige,
preferably as rapidly as possible. Like Dean, they end up recogniz-
ing how ill equipped they are to live up to the complexity and re-
sponsibility that such positions can entail. They come to see how
“fast tracking”—and consequently limited opportunity to develop
a moral compass—contributed to his downfall. To close the class, I
share Parks’s research with the students. The combination of ambi-
tion, high need for achievement, and little personal sense of what
they consider right and wrong from an ethical standpoint can be a
formula for disaster. It is all too easy to slide down the slippery slope
of unethical behavior, even when well intentioned.!©

Leadership—including the ethical dimension—cannot be
taught, but it can be learned.!! It is learned primarily through on-
the-job experience and developmental relationships. Our responsi-
bility as educators is to prepare students to be willing and able to
take charge of what will be their life-long development. When
designing our new required leadership course at Harvard, we took
seriously the notion that we could not teach the M.B.A. students
to lead. They had to teach themselves. We defined our role with
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them explicitly as providing them with the critical resources they
would need to make the most of on-the-job learning experiences
after leaving business school.

While most management students understand that to be effec-
tive leaders they must do a great deal of task learning throughout
their careers, they often fail to realize that task learning is only half
of the equation.'? Of course, they have to acquire expertise in the
technical, conceptual, and human arenas (ethical judgment is based
on expertise in all three arenas). But they also have personal learn-
ing to do, that is, adopting a psychological perspective, attitudes,
and values consistent with their leadership roles and responsibili-
ties. Not only will the management students need to refine their
internal gyroscopes for managing the ethical dilemmas they will in-
evitably encounter, they also will need to learn how to cope with
the stresses and negative emotions associated with those encoun-
ters."? Too often we ignore the emotional challenges of leadership,
but as seen in the work of Joshua Margolis and Andrew Molinsky,
the capacity to manage their emotions will be critical to their suc-
cess in treating others with dignity and acting ethically.!* We should
forewarn them that the personal learning can be demanding and at
times traumatic.”” They tend to downplay the self-inquiry, self-
reflection, and the consequent personal transformation that per-
sonal learning requires.

Unlearning the Myths of the Inexperienced

Management students, like most new and inexperienced managers,
have very incomplete and overly simplistic expectations of what it
means to manage and lead.!® In their initial conception of what
it means to be a manager, they tend to think of the rights and priv-
ileges associated with the managerial role—the formal authority—
rather than the duties and obligations. It is usually the power of the
position that attracts them to management: “I [had] always won-
dered what it would be like to be in charge and get people to do
things the right way,” one new manager explained.
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First-time managers are eager to implement their ideas about how
to run an effective organization. When they start in their new posi-
tions, their primary aim is learning how to exercise their newfound
authority and gain control. They erroneously believe that their for-
mal authority will be the primary source of power on which they will
rely to influence others. Many adopt a hands-on autocratic approach
consistent with their initial notion of the managerial role: the man-
ager as boss. They choose such a style not because they are eager to
exercise power over people, but because they want to produce results.

Once they go into their first managerial assignment after school,
they soon confront the realities of management. They find them-
selves enmeshed in a web of relationships with people (subordi-
nates, bosses, peers, groups outside the organization) who make
what seem like unending, often ambiguous, or conflicting demands;
these demands are the source of most of the ethical dilemmas they
will encounter. Consequently their daily routines will often be pres-
sured, hectic, and fragmented and will not fit their expectations of
power and control. They will soon learn that formal authority does
not guarantee influence. As one manager reported in my research
on the transition from individual contributor to manager, being a
manager is a daunting task: “The fact is that you really are not in
control of anything. The only time I am in control is when I shut
my door, and then I feel I am not doing the job I'm supposed to be
doing, which is being with the people.” Many soon-to-be managers
do not realize the profound insight of this statement. In fact, many
management students consider “dealing with the people problems”
to be a poor use of time and effort. Until they give up the myth of
authority for the reality of interdependencies, they will not be able
to lead effectively or ethically.

In my own research, it is the ethical dilemmas that arise from
these interpersonal relationships that literally keep new managers
up at night.!” Managers are surprised, for example, to discover how
stressful and difficult the “burdens of leadership” can be. It is not
easy to be “responsible for somebody’s life,” when it can mean with-
holding the bonus of a poorly performing employee who hopes to
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send his child to private school or identifying outsourcing opportu-
nities as part of a dramatic and much-needed turnaround. Thus,
management students need to learn that ethical dilemmas are part
of the routine practices of leadership. They are characterized less
frequently by illegal actions like those of John Dean or the highly
visible issues that end up in the Wall Street Journal than by concerns
about more everyday relationships and responsibilities (making
trade-offs among the priorities and concerns of the many constit-
uencies on which managers are interdependent). Joshua Margolis
and Andrew Molinsky have reported that “necessary evils,” harms
done in order to deliver a presumed greater good, are frequent
occurrences in organizations.'®

The importance of being able to manage a complex web of rela-
tionships increases as individuals advance in their organizations.
The higher up managers move, the more complex their inter-
dependencies with others are going to become and thus the more
perplexing their ethical dilemmas. As John Kotter, a prominent
leadership researcher noted, ethical judgments include both the
interpersonal and the systemic:

Effective leadership in top posts in modern organizations demands
something far more complex than the desire to “do good.” It requires
sound moral judgment. This means, first of all, a keen sense of all the
people or groups who are affected by the firm’s operations and deci-
sions. Many will be obvious (e.g., large customers or stockholders),
but some won’t be (e.g., people living downstream from a plant that
uses river water). It requires an appreciation of what their interests
are, not just in a narrow economic sense, but in the broadest sense
possible. And it requires the capacity to estimate not only the first-
or even second-order consequences for all these people of decisions
made by the firm, but even third, fourth and beyond.

All the great business and government leaders that [ have known
have these capacities. And in some sense, this is what most clearly
differentiates them from their talented, but more naive or cynical

colleagues.!?
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How individuals frame ethical dilemmas affects their capacity to
manage them effectively. When they view them as exceptional and
apart from business as usual, they are less likely to see their actions
as expressions of their values. Instead they are treated as aberrations
that are keeping them from their “real work.” Mary Gentile wrote:

One of our observations thus far has been that often folks do not see
ethical or moral dilemmas as part of doing business. That is, they
think of themselves as just working along, minding their own busi-
ness, when all of a sudden an ethical challenge inserts itself into the
flow of their lives. It threatens to derail them. . . . It was interesting
how often folks said “I never expected to encounter this,” even
when the dilemma they were describing was a classic business ethics
situation.

Framing the situation in this way can sometimes have the effect
of disabling folks. They feel as if they have stepped out of their com-
petent, action-oriented work identities and somehow a more personal
part of themselves is being engaged. This kind of compartmentaliza-
tion can mean that folks who typically have no problem articulating
a contrary position on a problem may silence themselves when it

comes to ethical arguments.”

Deciding the right thing to do and getting it done will be harder
than most management students realize.’! Ethical dilemmas are just
that—dilemmas; they usually involve weighing competing factors
that make establishing what is right and wrong patently clear.
While the tale of John Dean is viewed by the management students
as a story about why “ethics pays,” they are all too aware that “ethics
does not always pay” or pay enough. Economic self-interest and eth-
ical commitment are compatible in some situations but conflicting
in others.?? As Lynn Sharp Paine describes, there is a “zone of ac-
ceptability” within which companies operate (Figure 12.1): “In a
world that expects companies to create wealth while conducting
themselves as moral actors, managers will need to practice what
might be termed ‘center-driven’ decision-making. This term refers
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Figure 12.1. Zone of Acceptability

Ethically Economically
Sound Sound

Source: Lynn Sharp Paine, Value Shift: Why Companies Must Merge Social and Financial
Imperatives to Achieve Superior Performance (New York: McGraw-Hill, 2003), 61. Used by
permission of The McGraw-Hill Companies.

to the area of overlap between ethics and economics. . . . Put sim-
ply, they will need to marry NPV (net present value) with MPV
(moral point of view) analyses.”??

Management students need help figuring out where the zone of
acceptability begins and ends in their given context. They need help
figuring out what to do when there is a disconnect between NPV
and MPV. Acting consistently with one’s values requires moral imag-
ination and courage. If we do not help management students con-
front the realities of leading, they will not feel a sense of moral
agency; rather they will feel like “a puppet in a puppet show,” as one
individual reported to me.

James Rest identified four categories or levels of moral reason-
ing: (1) moral awareness or recognition that a situation raises ethi-
cal issues, (2) moral decision making or determining what course of
action is ethically sound, (3) moral intent or identifying which val-
ues should take priority in the decision, and (4) moral behaviors or
acting on ethical decisions.?* Too often we stop short in our educa-
tion efforts. Attention is focused mostly on moral awareness and
decision making at the expense of moral intent and especially moral
behavior. I would contend that this is one of the primary reasons
many management students feel inadequately prepared to confront
ethical dilemmas. Therefore, the moral developmental agenda for
management students must include an understanding of how power
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and influence dynamics work in organizations: the routine flow of
ethical dilemmas that arise from interdependencies in organizational
life, the limitations of formal authority, and how to acquire power
and exercise influence to get things done effectively and ethically.

Doing the Right Thing: Powerlessness Corrupts

Consistent with their misconceptions about what it really means to
manage and lead, management students also tend to have a limited
understanding of how power and influence dynamics work within
organizations.”> They fail to recognize that political conflict is at the
heart of organizational life and that it is not necessarily a negative
force. Power and conflict are often the engine for creativity, innova-
tion, and ethical outcomes in organizations.”* Management students
need to learn how to cultivate their own power and exercise influ-
ence if they have any hope of being effective and moral leaders.

Too many people become disillusioned and cynical early in their
careers about the realities of organizational life. Often it is the most
principled among them—those who would never “stoop to playing
office politics”—who fall the deepest into apathy and fear. There are,
of course, organizations with poisonous political climates filled with
plotters and schemers who have little regard for the harm they do.
There is, of course, some truth to the popular adage that “nice guys
finish last.” We all know of unethical or incompetent people who get
ahead. And, of course, we all know that “power corrupts.”

As individuals progress in their careers and begin to acquire
power, they must be vigilant about not abusing it. Indeed, much has
been written about how power can corrupt. For instance, David
Kipnis studied the “metamorphic effect” power can have on people.
He found that the frequent use of power can lead to abuses of power
because the power holder increasingly exaggerates his or her own
self-worth and devalues the worth of those whom he or she has
influenced successfully. Their self-aggrandizement can lead power
holders to take liberties that would otherwise be unthinkable. As
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David Kipnis pointed out, this psychological phenomenon has been
the basis of many famous Greek tragedies:

The Greek dramatists were particularly sensitive to the fate of per-
sons who were at the high tide of their power and status. . . . The
viewer is confronted with the image of great and powerful rulers
transformed by their prior successes so that they are filled with a
sense of their own worth and importance—with “hubris”—impa-
tient of the advice of others and unwilling to listen to opinions that

disagree with their own.?’

We need only watch the nightly news to find accounts of executives
who have engaged in unethical behavior as a result, in part, of their
hubris.

In fact, however, powerlessness also corrupts.?® People with
power can shape their environment, whereas the powerless are des-
tined to be molded and constrained by theirs. How often have we
heard of people who believed they had no choice but to engage in
some unethical act because they did not have the power to change
the way things were usually done. Certainly we need to help emerg-
ing leaders determine the ethical course of action in a given situa-
tion, but also we need to help them figure out how to implement
this solution.?’

Organizations are inherently political entities, and managers
who ignore or fail to understand how power and influence work in
organizations find it difficult to be effective and ethical on the job.
Therefore, it is critical that we help management students develop
their diagnostic skills to assess power dynamics in a given situation.
They need to learn to think of themselves as anthropologists, ea-
gerly collecting and analyzing data about who really has power and
how things really get done in an organization. Power dynamics are a
part of the very fabric of an organization, and this is too often taken
for granted. Discovering these dynamics requires reading between the
lines of the explicit formal structure, policies, and procedures to figure
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out their informal counterparts. In order to do this, management
students need to develop their observation, listening, inquiring, and
empathic skills.

These skills will help students anticipate and prepare for the
inevitable political conflicts that will arise as they try to behave
effectively and ethically. Their analyses of political dynamics will
help them understand and predict how people will think and act in
response to their decisions and actions. In making sense of situations
in which there are perceived conflicts of interests, most people have
a tendency to view their own behavior as reflecting honorable
motives and rigorous analysis and others’ behavior as evidence of
self-interested motivation, excessive personal ambition, or irration-
ality.® Careful diagnosis can keep individuals from attributing ma-
licious intentions to those opposing them in an honest conflict,
especially when “they win.” It encourages them to test their assump-
tions and adopt a more objective perspective—a critical ingredient
for exercising moral judgment. Among other things, management
students need to understand: (1) What is power? (2) Why is politi-
cal conflict inevitable in organizations? (3) Where does power come
from, and how can it be acquired? Although it is beyond the scope
of this chapter to go into much detail about these specific issues,
Table 12.1 provides a broad overview of the perspective presented,
summarizing the key concepts shared with students about power and
influence.

Many management students erroneously believe that the pow-
erful are those in more senior positions, because they equate power
simply with formal authority.®! Initially, they do not understand
that there are many sources of power, and that their responsibilities
now include developing their own power and influence in order to
manage key interdependencies and relationships.’” In our required
leadership course, the students are provided with a power and influ-
ence framework for thinking about how they can learn and con-
tribute to the organization, while acquiring diverse sources of power
through experiences (such as stretch assignments) and key rela-
tionships (such as sponsors and mentors).*?
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Table 12.1. The Reality of Managing and Leading

Myth Redlity
Basic concept Authority Interdependency
Source of power Formal authority “Everything but”
Key players Direct reports Includes those outside your

formal authority
Desired outcomes ~ Control, compliance ~ Commitment, judgment

Key competencies  Technical Technical, human, conceptual

Source: Linda Hill, Becoming a Manager: How New Managers Master the Challenge of
Leadership (Boston: Harvard Business School Press, 2003), 268.

As managers, they will be responsible for addressing the in-
evitable trade-offs and for equitably negotiating and integrating
their team’s interests with those of others, such as superiors or peers
in other functional or geographical areas. Rather than engage in
political infighting, as much as possible effective managers seek cre-
ative win-win solutions and avoid participating in zero-sum nego-
tiation behavior. Once managers begin to understand the political
dynamics in their organizations and the degree of interdependence
they have with others inside and outside those organizations, they
realize that their source of power is not formal authority as they
expected but rather, in the words of one manager, “everything but.”

This can be a very unsettling revelation. Discovering that for-
mal authority is a limited source of power, new managers must find
other ways to get things done. They may tell or ask others to do
something, but even their direct reports may not respond. All influ-
ential managers have power, but not all powerful managers have
influence. What does it take to convert power into influence? The
answer is twofold: (1) to be willing and able to empower those on
whom they are dependent and (2) to be willing and able to culti-
vate networks of mutually beneficial relationships with those on
whom they are dependent.** Initially, the idea of sharing power
seems anathema to many of the management students, as it suggests
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an abrogation of responsibility and control. But a paradox of power
that [ hope they will discover is that sharing power actually increases
a manager’s power and hence “control,” since it increases commit-
ment. Empowerment promotes trust and thereby increases a man-
ager’s ability to exercise influence. By sharing their power, managers
can build bridges with others to motivate and inspire them to pursue
mutually agreed-on goals. In addition, the excessive use of power
often diminishes a person’s actual influence, for it can lead to abuses
of power. The very powerful may increasingly exaggerate their own
self-worth and denigrate others; their self-aggrandizement can cause
them to take liberties and exploit others in ways that would other-
wise be unthinkable. This in turn causes others to distrust them,
which slowly but surely erodes their capacity to influence them. By
adopting a policy of empowering others—Ileveling the “power play-
ing field”—managers can check this insidious process.*’

The bottom line is that political conflict is at the heart of how
organizations function. All managerial decisions involve trade-offs
and the need to balance complex and ambiguous issues—those legit-
imate disagreements about what is best for the organization—that
generate political conflict. These conflicts are often ethical dilem-
mas about both the means and ends of how they do their work. The
challenge is not to eliminate conflict but to harness it to the appro-
priate ends.

The Role of Business as a Societal Force

We need to help management students begin the journey of self-
discovery and understand how things really get done in organiza-
tions if we expect them to exercise moral agency. Moreover, we
need to raise their aspirations if we expect them to enact lives of
moral courage. We must urge them to think deeply about the role
of business in society and what they hope to accomplish over the
course of their business careers. To quote Sharon Parks’s research
again, an interpersonal orientation to ethics is much more accessi-
ble to our M.B.A. students than a systemic one:
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Again, their [M.B.A. students] sense of power as individuals (or at
least their sense of power as individuals in the role of CEO) seems to
be constrained by the limits of an interpersonal imagination; they
express little sense of power or imagination in relationship to the
socioeconomic fabric of their wider public life. As their generation
stands on the threshold of significant new challenges from Asian
economies, a unifying Europe, and a reordering of the former Soviet
political and economic order, these students await initiations into a
more adequate and precise articulation of the dynamics and goals of
democratic capitalism. They appear to engage business in an inter-
personal mode, as yet unaware of the systemic reach of their personal

energy, both actual and potential.*®

The debate rages on about just what is the appropriate role of
business. We should encourage students to familiarize themselves
with all sides of the argument.’” To provide some counterweight to
the more prevalent view that “business is simply about making prof-
its,” it is important to show them role models of successful execu-
tives who hold a broader vision for the corporate world. Among
others, we rely on the case of Franco Bernabé, the executive quoted
at the beginning of this chapter, to integrate the lessons of moral
agency and courage and demonstrate the power of moral leader-
ship.® Bernabé is very clear about who he is and what he hopes to
accomplish. He understands how power dynamics work and how to
exercise influence. He is willing and able to cope with the emo-
tional turmoil and sacrifices of living his values.

In his six-year tenure as CEO of Eni, Italy’s energy-focused in-
dustrial group, Bernabé led the transformation of the organization
from a debt-ridden, government-owned, and politically controlled
entity into a competitive and profitable publicly traded corpora-
tion focused on energy production. He sold off two hundred com-
panies, dismissed hundreds of managers, installed radically new
business structures and systems, and began to create a culture of
“clarity, transparency, and rigor.” He led this turnaround under the
most daunting of circumstances. Several months after his surprise
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promotion to CEO, much of Eni’s senior management team was
arrested and jailed on corruption charges. The company’s former
chairman committed suicide in prison. During the investigation,
even Bernabé was accused of taking a substantial bribe. The charge
turned out to be based on nothing more than rumor, but as Bernabé
recalled, he felt like there was “an atomic bomb exploding on [his]
head.” Even his mother questioned his innocence.

What explains Bernabé’s success? That is the question with
which students grapple. They find this case inspirational in part
because Bernabé does not fit the mold of the classic charismatic
leader. He is unprepossessing and shy to the point of appearing
remote. For ten years, he kept a low profile (and was even demoted
twice) and then, when opportunity knocked, he seized power more
boldly than anyone might have expected.

There are many explanations, but perhaps more than anything
else, Bernabé’s power to lead comes from within. As he says, “If you
are in a very difficult situation . . . what you need is a moral compass
to indicate the way. In my case, the compass was my conscience. |
decided to do what my conscience considered the right thing to do
even if that was very risky.” Bernabé’s moral compass was pointed
toward humanity and justice, and while he did seek consultation
from others in difficult times, he ultimately made all important
decisions alone so as not to be buffeted by the needs, agendas, or
emotions of others.

Students wonder how such a strong moral compass is devel-
oped, and according to Bernabé, the answer is solitudine, the Italian
word for the state of being alone. Although he is reticent about his
personal life, Bernabé does share a seminal story from his youth,
when he spent his weekends volunteering at an institution for the
elderly who had no family or financial support. He saw suffering,
loneliness, and injustice there, and he became committed to right-
ing such wrongs. At Eni, he found honest, hard-working employees
were having their professional pride stolen by a corrupt minority.
And this act of betrayal, he believed, could destroy the whole coun-
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try. Although all might not agree with his strategic goals for Eni,
few ever questioned his motives. Bernabé’s idealism and patriotism
have earned him widespread respect and are perhaps his greatest
sources of power.

As the students learn, Bernabé goes on to face other challenges,
and at times he loses the battle, but he never loses what matters
most to him: his integrity.** How can management students lead a
life committed to principles, steadfast in their convictions, and pas-
sionate about their endeavors—so much so that they persist despite
demotion and despite dangers to their livelihood, their families and
perhaps their lives—yet be sufficiently open to learn from others, to
be able to acknowledge their own fallibility? Researchers find this
to be one of the most difficult competencies to develop. Karl Weick
called it “the attitude of wisdom,” the ability to commit yourself
totally to a plan of action while being open to your own fallibility.*
All management students must resolve this tension in their own
way if they expect to successfully confront the mundane and pro-
found ethical dilemmas of business life.

Moral Leadership:
Expanding the Zone of Acceptability

Moral leadership is more than avoiding ethical wrongdoing; it is
about making a positive difference in others’ lives and in our com-
munities. As Paine points out, the zone of acceptability is context
specific and dynamic. In this regard, it is useful to expose manage-
ment students to leadership challenges and opportunities across the
globe, for the practice of capitalism and beliefs about the role of busi-
ness vary across countries.*! If we are to meet the mission of my insti-
tution, to educate leaders who make a difference in the world, our
ultimate challenge is to expand the M.B.A. students’ zone of accept-
ability (Figure 12.2): “An excellent company will be concerned
about the consequences of its actions, the rights of its constituencies,
and its contributions to the broader community. The challenge is
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Figure 12.2. Expanding the Zone of Acceptability

Ethically Sound Economically Sound

Source: Paine, Value Shift (New York: McGraw-Hill, 2003). Used by permission of The
McGraw-Hill Companies.

thus to figure out a practical path of action that will enable the com-
pany to remain competitive while respecting the rights of others and
minimizing the collateral harms caused by its activities.”#?

Maria Farkas and I are developing a series of teaching materials
about the evolution of the new black capitalist class in South Af-
rica.” The cases will encourage management students to consider
how business can be used as a tool to address societal inequities. For
many South African business leaders (of all races and ethnicities),
the crucible of apartheid and the ensuing transformation of their
country have prepared them to engage some of the most intractable
ethical challenges of our times. They define these challenges as
being at the very heart of business leadership.

The individuals we are writing about are all revolutionaries in
the true sense of the word; they were actively involved, at great per-
sonal risk, in the overthrow of apartheid. They were detained,
beaten, and had loved ones killed during the struggle. Like their first
black president, they see business as a catalyst for social change.
Nelson Mandela made the following remarks at the 1997 national
conference of the African National Congress, Mafikent, Northwest:

The wider, and critical struggle of our era, [is] to secure an accep-

tance and actualisation of the proposition that while capital might



EXERCISING MORAL COURAGE 285

be owned privately, there must be an institutionalised system of
social accountability for the owners of capital. In this context, it may
very well be that the success of our strategy for BEE will address not
only the objective of the creation of a non-racial South Africa. It
might also be relevant to the creation of the system according to
which the owners of capital would, willingly, understand and accept
the idea that business success can no longer be measured solely by
reference to profit. According to this thesis to which we must sub-
scribe, success must also be measured with reference to a system of
social accountability for capital, which reflects its impact both on

human existence and the quality of that existence.

Their ambition is to become embodiments of Mandela’s vision.
The cornerstone of their leadership approach is the advancement
of marginalized groups through employment, skill transference,
and leadership development. For example, Igbal Survé, a physician
by training, was a youth leader in the antiapartheid struggle. He
and his wife were very active in the rehabilitation of torture vic-
tims, for which he received an award from Amnesty International.
In 1995, Survé founded an investment holding company, Sekun-
jalo (which means “Now Is the Time”). Concerned that black eco-
nomic empowerment (the term coined to describe, among other
things, policies and practices to increase black ownership, leader-
ship, and employment in the economy) was enriching only the
few, he and other activist friends founded their company with a
clear “manifesto” to improve the lives of the previously disadvan-
taged. Irene Charnley spent the apartheid years as a tenacious
negotiator in the male-dominated National Union of Minework-
ers (NUM).* The years spent across the negotiating table from the
captains of industry, wrestling from them control of black mine-
worker pension funds, prepared Charnley for her next step as a
board member of Johnnic, the NUM’s first postapartheid direct
investment. Charnley was instrumental in negotiating the com-
plex deals that turned Johnnic from a passive investment holding
company into a telecommunications conglomerate. Subsequently
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she became an executive at MTN, Johnnic’s cellular company,
where, among other things, she championed international expan-
sion of the company and negotiated a deal for MTN’s senior man-
agers to purchase an 18 percent share in MTN. Charnley’s story
reminds us of the burdens of leadership and what it takes to be a
change agent in a hostile environment:

There were black people in the organization whose confidence had
been completely destroyed. People withheld information. People
wanted them to fail. They were undermined around every corner.
You had to be strong to put up with that stuff. And the black em-
ployees knew they could stand up and challenge things because they
had the support of the board. They knew that I was there to monitor,
police, and make sure that things happened. Because when you are
out there, it’s like being in the battlefield and you are absolutely
alone, and there is nobody protecting your back. But, if you know you
are out in the battlefield and there is somebody behind you who is
able to spot that person who is going to kill you, then it is better. . . .
I said to people, “You have to work extra hard, and if you’re a woman
you have to work even harder. When people sleep, you work. You
have to be the best. People must respect you. And they must be
oblivious to your color because of what you deliver. When you don’t
deliver, they say black people are incompetent. We’ve had good

black people who have quit because they couldn’t take the pressure.”

For her accomplishments, Charnley was named one of the most
powerful women in the world by Fortune Magazine. Both Sekunjalo
and MTN have won awards for their achievements with regard to
their social agendas.

These cases are replete with controversies and lessons. They
focus on the key dilemmas these executives have faced in imple-
menting their vision to use business as a catalyst for social change
while simultaneously creating value for shareholders (for example,
how to gain control with limited capital, how to develop their own
business leadership capabilities, how to implement affirmative ac-
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tion policies expeditiously without alienating their white work-
force, and how to have the broadest impact on society through
choices about the scale and scope of their operations). The South
African experience is unique in some respects, but South African
executives deal each day with challenges familiar to those operating
in emerging markets: limited capital and talent, poor infrastructure,
and weak or still-forming state institutions, and large populations of
the very poor.®

As Survé observed, the competitive pressures of the global econ-
omy and the sociopolitical challenges of the African continent
demand that businesspeople focus on survival issues such as cash
flow and efficiency so that “there [is] limited headspace to spare for
broader visions.” Our subjects recognize that many of their business
colleagues believe their focus on social concerns adds costs to their
corporations and compromises their competitive advantage. But
during the antiapartheid struggle, these individuals were inspired by
what they witnessed firsthand: the power of leaders using ideals to
capture the hearts and minds of diverse people, to achieve the mir-
acle of the new South Africa. Answering Mandela’s charge drives
them day and night. As Survé continued:

Thinking about whether we are able to actually achieve this keeps
me awake at night. Because for me, it’s not about becoming rich.
That’s nonsense. That’s not me. I can easily walk away from that sort
of thing. The thing is, what legacy are we leaving in terms of Black
Economic Empowerment in this country? That’s what’s important.

In my view, it’s criminal if you know something is wrong, and
you don’t correct it. For those who never knew what was wrong,
especially whites, I can forgive them because they didn’t know what
was wrong. We, who have come from our background, we know
what’s on the other side of this line. We know the issues in the town-
ships. We know the poverty that’s out there. We know that there are
no jobs in this country. We know that there is an enormous skill
space possible, that people, if given the opportunities, will grab it.

Those of us who know, we have to create that for them, create that
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environment of opportunity. No white company’s going to do that.
Never. We, as a black company, and as a particular type of black
company, have to do that. If we don’t do that, then we are no differ-
ent than the others.

I'm not saying don’t get rich. I'm saying, you'll get even more
wealth here if you do this the right way. We shouldn’t be blindly
driven in a direction. There are enough models worldwide to show

that this can work if we apply our minds to it.

The stories of the emerging black business leaders in South
Africa ask the management students to question their assumptions
about business and capitalism. As corporations grow in size and
influence, public pressure increases for business leaders to consider
the impact of their actions on pressing societal concerns. What role
could and should business play in communities and nations? At
first, we conceived of this case series as being about the move from
“activist to capitalist.” But as our case protagonists have helped us
understand, their challenge is to ensure that their core values and
professional identity are not transformed, but rather that they trans-
form others’ values and identities instead. Only time will tell if their
vision of a “gentler capitalism” is realistic and if these leaders can
remain authentic to their principles of humanism and activism.

To date, we have taught only the case about Irene Charnley. The
specific action question with which the students must struggle is
whether she should link the achievement of affirmative action ob-
jectives to compensation. When faced with the question of what to
do about increasing the numbers of blacks in business in the post-
apartheid context, the students find themselves unable to figure out
just what the right thing to do is, nonetheless how to implement it.
The majority of students are on principle against affirmative action;
it is inconsistent with their belief in meritocracy. But given the his-
tory of apartheid, most recognize that without some sort of formal
intervention, blacks will remain a “permanent underclass,” as many
of them put it. The discussions became quite emotional and uncom-
fortable as faculty and students were confronted with a vexing ethi-
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cal dilemma. This is not surprising since the subtext of the debates
included differing notions about human nature and the limitations
and appropriate power of markets, governments, shareholders, and
managers. Most found themselves questioning basic and deeply
held assumptions. It was reported that many students found the
day’s discussion to be one of the most important and honest they
had had during their time at the School. That said, it was also re-
ported that some professors and students found the class discussion
too emotionally charged and the resulting conflict destructive.

We have much to learn about engaging students on the systemic
issues of exercising moral leadership, where normative questions
about the ends of capitalism are brought into sharp relief. As faculty
we must be willing and able to enter into these very murky and com-
plex waters if we want to raise the moral courage and fortitude of our
students.* Like the reality the management students will encounter
when they leave school, ethical concerns must be integrated through-
out the curriculum, for the myth of the amoral business leader is just
that—a myth. At the very least, | hope the students leave with nei-
ther a cynical nor naive but rather a realistic sense of what it means
to be a business leader. Along with that realistic perspective should
come a number of questions worthy of continual consideration and
dialogue over the course of their careers:

Who do I really work for?
What are my rights and privileges?

What are my duties and obligations?

How do [ assess my impact (intended and unintended)?

What really matters to me?
Who has benefited from business? Who should?
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PERSPECTIVES ON
GLOBAL MORAL LEADERSHIP

Kirk O. Hanson

As other contributions to this book demonstrate, moral leadership
is difficult to define and harder to understand. It is even more diffi-
cult to understand moral leadership on the global stage, as it re-
sponds to problems that transcend the boundaries of a single nation
or culture.

Religious figures, particularly the Roman Catholic popes, lead-
ing Muslim imams, and influential rabbis have spoken to the world
regarding love and compassion, economic and social justice. Moral
leadership by religious leaders, based on a single sect’s moral tenets,
is perhaps more easily understood. But global moral leadership im-
plies advocacy of values that are universal—truly global—and not
the beliefs of a single sect or the values of a single culture.

What Is Global Moral Leadership?

An understanding of the phenomenon of global moral leadership,
and how it differs from ethical leadership in general, and even from
moral leadership in the context of a single culture, will be an essen-
tial part of the study of moral leadership in coming years.

At its essence, moral leadership is about calling others to criti-
cal ethical values and the behaviors that emanate from them. In my
view, moral leadership is distinct from ethical leadership addressed
elsewhere in this book. Ethical leadership is about leading an orga-
nization or people to accomplish its core purposes using ethical

291
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means. Moral leadership is about leading an organization or people
to accomplish an explicitly moral purpose. Moral leadership usually
involves transformation, for example, by introducing a people to a
new moral value or calling out behavior from the group consistent
with a moral value that is not currently practiced.

Fortunately, ethical leaders are common in most societies. Uni-
versities, businesses, governments, and nonprofits are led by in-
dividuals of conscience who ensure that the operations of their
organization are marked by ethical behavior. Ethical leadership in
organizations is needed in every society. Corrupt leadership or lead-
ership indifferent to its effects on people is a blight on any society.

Moral leadership may be rarer. We can easily identify Mahatma
Gandhi as a moral leader, a man who called his country to religious
tolerance and nonviolence and called England to respect for self-
determination in India. We also identify Martin Luther King Jr. as
a moral leader and reflect on his call for “this nation to rise up and
live out the true meaning of its creed: “We hold these truths to be
self evident: that all men are created equal.”! Both Gandhi and
King are clearly moral leaders in their own societies. One can also
say their influence later transcended their own cultures and so-
cieties. But it is harder to identify individuals who transcend in-
dividual cultures during their own lifetimes and call people across
the globe to the adoption and enactment of universal moral values.

Who Is a Global Moral Leader?

There are some individuals who clearly fit the definition of global
moral leader. U.S. President Woodrow Wilson’s fourteen points and
his creation of the League of Nations mark him, a world political
leader, as a global moral leader. That his leadership did not bring his
own nation into the League does not diminish his importance and his
influence on the creation of the United Nations in 1945. Nobel Peace
laureates Oscar Arias and Mikhail Gorbachev were current political
leaders who addressed conflicts that transcended their own nations.
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Other global moral leaders have never held public office.
Mother Teresa, Nobel Peace Prize recipient in 1979, communicated
strongly to the entire world that compassion for the poorest and
sickest among us is a basic moral duty. She clearly was a global
moral leader, though her influence was small at first and grew slowly
as her congregation of nuns and her reputation spread.

Some organizations have demonstrated global moral leadership,
though one must acknowledge that there is usually an individual
leader behind the organizational structure. Among such entities are
the International Committee of the Red Cross, which has been
honored three times with Nobel Peace Prizes (1917, 1944, 1963),
and more recently Médecins Sans Frontieres (Doctors Without
Borders), which won the Nobel Peace Prize in 1999. In honoring
the International Campaign to Ban Landmines in 1997, the Nobel
Committee also honored its founder Jody Williams. Each organiza-
tion championed values of basic human respect and reverence for
each human being.

The emerging phenomenon of the individual celebrity as global
moral leader is particularly interesting case. Almost fifty years ago,
the United Nations Children’s Fund (UNICEF) named U.S. enter-
tainer Danny Kaye as its first “Goodwill Ambassador.” Kaye and his
dozens of successors have traveled the globe drawing attention to
the humanitarian and social objectives of UNICEF, UNESCO,
UNDP, the United Nations Population Fund, and other United
Nations entities that have named Goodwill Ambassadors. In the
United States, it has not been uncommon for a Hollywood celeb-
rity to be the spokesperson for a foundation dedicated to eradicating
a particular disease or to the compassionate and symbolic “adop-
tion” of foreign children.

In the past six years, the music star Bono has raised the role of
celebrity as global moral leader to new prominence. Focusing first
on Third World debt relief, Bono traveled the world, meeting with
heads of state and promoting forgiveness of the debt of the poorest
countries on the globe. From 2004, Bono’s attention was focused on
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Africa and its many needs. James Traub, writing in the New York
Times Magazine, reflected:

Why Africa? Why not, say global warming? Part of the answer is
happenstance: Africa is what Bono got swept up into. But Africa, or
so Bono feels, needs what only a certain kind of world figure can
give—a call to conscience, an appeal to the imagination, a melody
or a lyric you won’t forget. The cause of ending extreme poverty in
Africa speaks to Bono’s prophetic impulse. . . . Among his best work
is the rallying cry. He often says, “My generation wants to be the
generation that ended extreme poverty.” There’s not much evidence
that this is so; but Bono has helped make it so, in part by repeating

such resonant phrases.’

Wangari Maathai is a Kenyan environmentalist who was awarded
the 2004 Nobel Prize for Peace. Breaking with tradition, the Nobel
committee awarded Maathai the prize for her advocacy of the con-
cept that “peace on earth depends on our ability to secure our liv-
ing environment. . . . More than simply protecting the existing
environment, her strategy is to secure and strengthen the very basis
for ecologically sustainable development.” Maathai’s Green Belt
movement, founded over thirty years earlier, had fought to head off
desertification, but through education, family planning, nutrition,
and the fight against corruption, she had led the way to peace, ac-
cording to the committee.

Maathai’s grassroots environmental and educational efforts,
over a long period of time, had introduced new international un-
derstandings of development, human rights, and peace. Her influ-
ence could be detected throughout Africa in national policies and
the advocacy efforts of others. Is Maathai, not previously a global
figure like a Bono, a global moral leader? Her case may remind us
that leadership comes in many forms and that global moral values
evolve over time.
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Characteristics of a Global Moral Leader

One way to understand the phenomenon of global moral leadership
is to identify key characteristics that help us identify such leader-
ship and may guide us to further study. Global moral leaders demon-
strate several key characteristics:

e A personal commitment to a set of values that transcend a
single nation or culture

e The world’s (or a region’s) need for a key moral value that is
not currently widely held or acted on and the leader’s insight
that this value can be enacted

¢ The courage to articulate and promote that value, often at
significant risk to oneself

¢ The communication and other skills to promote that value
effectively

On Values

Any moral leader needs a personal commitment to values. Global
moral leaders need a commitment to values that transcend national
boundaries and serve all the world’s peoples. But it is often difficult
to define which values fit this definition. It is clear that dominant
ethical values differ from culture to culture. Where do global moral
leaders themselves look to shape their own values and identify the
universal values they will promote?

On the World's Needs

The world today faces many critical needs. How does a global moral
leader choose the need to address and the moral value to promote?
Do moral leaders choose their mission, or is their mission thrust on
them by circumstance and encounter with those in need?
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On Courage

How does a moral leader marshal the courage to champion a cause
or a value? What traits are needed? What disciplines? What support
does an individual need to take this path? When a great price is
to be paid for being a moral leader, how does that leader react? As
Aung San Suu Kyi sits in her home in Burma, what strengths and
what support does she need to continue her vigil for democracy and
the rule of law there? What courage did she need to resist the temp-
tation to visit her dying husband in England when she knew she
would not be allowed to return to Burma?

On the Skills Needed to Be a Moral Leader

What skills are needed to be an effective moral leader, a global
moral leader? Presumably most moral leaders need a highly devel-
oped communication capability; though Gandhi was not a particu-
larly effective public speaker, he was charismatic in other respects.
Moral leaders, one hypothesizes, communicate in several ways.
What organizational and strategic skills are needed for success as a
global moral leader? To what extent does context determine the
skills needed for success?

What Are Global Moral Values?

One of the most difficult challenges is defining the global moral val-
ues to be pursued by global moral leaders, values that serve the
interests and welfare of all peoples. To many, moral values are cul-
turally bound and relative to one’s context. The whole concept of
global moral leadership challenges that belief.

Global moral standards have been articulated throughout his-
tory by religions, though sometimes with disastrous results. Wars of
religion and sectarianism have plagued the world, as rival claims to
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universality have led only to conflict. Nonetheless, Christianity has
made specific attempts to be ecumenical (worldwide), holding coun-
cils of all bishops under the rubric of universality. Between 1962 and
1965, the Second Vatican Council of the Roman Catholic church
sought to speak of universal values not only to the Roman Catholics
of the world, but all peoples. Many give high marks to Pope John
Paul II for articulating strongly the values of self-determination and
religious freedom and give him credit as the most important force in
ending the Soviet Union.

Roman Catholic popes have influenced the development and
acceptance of global moral values in another way, through the pro-
mulgation of social encyclicals addressing economic and social
problems of the modern era. Pope Leo XIII issued the first, “Rerum
Novarum,” in 1892. His successors through John Paul II have con-
tinued this tradition, with John Paul adding “Laborem Exercens”
(1981), “Sollicitudo Rei Sociales” (1987), and “Centesimus An-
nus” (1991).* These encyclicals promoted the rights of labor, hu-
mane standards for development, ethical capitalism, and the need
to make the poor a priority.

In recent years, the fourteenth Dalai Lama, the leader of Ti-
betan Buddhism, has become a major global moral authority, in part
because of his exile after the Chinese takeover of Tibet in 1959, and
his stateless identity. While he retained his role as a deposed head
of state and advocate for Tibetan independence, the Dalai Lama
also began to write and speak to all peoples on basic human values.
His published volumes and global appearances made him among
the most visible world’s moral leaders, and his theology has been
widely accepted by Buddhists and non-Buddhists alike.

The modern secular history of universal moral standards dates
from 1948 and the adoption by the new United Nations of the
Universal Declaration of Human Rights (UDHR).> The docu-
ment, prepared by a commission chaired by American Eleanor
Roosevelt, represented a great victory. The commission had con-
vinced Christian and Muslim nations, as well as dictatorships and
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new democracies in Asia, to accept a common definition of the
rights of human beings.

Since 1948, a body of international treaties, conventions, and
other forms of agreement have made the rights enumerated in the
UDHR more detailed and more binding on nations and peoples.
Human rights law has become a global focus. UN councils and
directorates have been established to promote various aspects of the
UDHR. Similarly, human rights concepts have been embodied in
the charters of institutions of international law such as the Inter-
national Court of Justice.

Perhaps the greatest failing of the UDHR is that it touches only
lightly on which government entities, institutions, and individuals
have the duties that correspond to rights enumerated in the UNDHR.
In the Preamble, the UDHR states that “every individual and every
organ of society . . . shall strive by teaching and education to promote
respect for these rights and freedoms, and by progressive measures,
national and international, to secure their universal and effective
recognition and observance.” But who really has the responsibility to
protect all humans from torture and slavery? Who has the responsi-
bility to ensure freedom of movement, individual consent to mar-
riage, or freedom of religion? Who has the responsibility to fulfill the
promise in Article 25 that everyone has a right to “a standard of liv-
ing adequate for health and well-being”?

Over the past twenty-five years, several attempts have been
made to expand our understanding of global moral values by artic-
ulating a set of responsibilities to match the rights in the UDHR. In
1997, a group of former presidents and prime ministers known as
the InterAction Council® drafted, with the help of Roman Catholic
theologian Hans Kung, a proposed “Universal Declaration of Hu-
man Responsibilities.”” This proposed document, written to paral-
lel the UDHR, identified the responsibilities of individuals and
governments, stating, for example, that “every person . . . has a
responsibility to treat all people in a humane way (Article 1).”

While the document attracted modest acclaim, it was opposed
and its adoption eventually blocked by advocates of human rights.
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These human rights advocates were concerned that more than fifty
years of careful legal development to support the UDHR would be
weakened by parallel attention to a new document, no matter how
well intentioned. Human rights advocates supported the principle
that responsibilities were also important, but believed that well-
articulated human rights principles were the best protection for the
world’s peoples.

Since the founding of the InterAction Council in 1985, four
other associations, comprising primarily former heads of state and
dedicated to the promotion of global moral principles, have been
established: the Council of Women World Leaders,? the Club of
Madrid,” the International Ethical, Political and Scientific Col-
legium,!© and the Global Leadership Foundation.!' Each promotes
slightly different global moral principles in a slightly different man-
ner, but each seeks to be a global moral actor and to enable the for-
mer political leaders who make up their membership to be global
moral leaders.

Other contributions to the definition of global moral standards
have also emerged. Beginning in 1901, the Nobel Prize Committee
of Sweden awarded the Nobel Prize for Peace.!? The recipients
of this prize, which include Woodrow Wilson, Ralph Bunche, and
Mikhail Gorbachev, each demonstrated a commitment to peace and
to moral values considered universal. Some operated on a global
stage, others on a domestic stage to settle conflicts that threatened
global peace and security. The Nobel Prize for Peace has often artic-
ulated a new global value, as demonstrated in the 2004 award to
Wangari Maathai.

A new source of global moral standards in the 1990s was volun-
tary global codes promulgated by a wide array of institutions, from
the United Nations itself to various nongovernmental organizations
that serve as advocates for particular causes or peoples. Among the
most prominent of these are the UN Global Compact,’ the Caux
Principles,'* and the to-be-developed ISO 26000, which would
address the concerns of many. Each of these codes defines a set of
global moral values and key behaviors that embody them. Some of
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those promulgating these codes have standing in existing organiza-
tions like the United Nations, but many others are self-appointed
advocates for particular values or moral perspectives.

The debate over which values are truly universal faces yet
another hurdle. There is an active debate about whether moral
leadership is possible, or even desirable, on the global stage. Artic-
ulate voices reason that great nations such as the United States,
their leaders and citizens, must pursue the nation’s self-interest, not
a set of global moral values.

Former U.S. Secretary of State Madeline Albright has suggested
that both global moral values and self-interest have a role in foreign
policy and that the only question for a foreign policymaker is which
comes first. Either self-interest is the basis of foreign policy but at
times constrained by morality, or morality is the primary guide and
is constrained at times by self-interest.!

Conclusion

With globalization will come an increasing discussion of universal
moral values and the global moral leadership that would lead us to
those values. Global moral leaders who will champion these moral
values will include sitting political leaders, former heads of state,
nongovernmental organizations, individual activists, and even
celebrities. These global moral leaders will have significant impact
on the political and social structure of the globe. They will be
important political as well as moral actors. Their role, their identity,
and their characteristics must be understood.
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a decade ago, a few foundations on the West Coast decided not to accept
such “freebies” on the grounds that it could be seen as clouding the grantor-
grantee relationship and that it in fact deprived the ticket-donating orga-
nizations needed income (reasoning that if foundation staff wished to go to
the events, they should pay for their tickets). Although this was not an eth-
ical issue of large significance, the traditional practice added to the image of
foundations as comfortably ensconced centers of power. Beginning from this

small base, the practice of paying for tickets has spread widely through the
field.
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. For the purposes of this discussion I equate moral leadership with making a

positive difference in the world. Needless to say, this is not a theoretically
precise definition, but it is the working definition that I have relied on in
my role as an educator of M.B.A. students.
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tional Behavior, and serving as faculty chair of the schoolwide Leadership
Initiative whose mandate is to ensure that we stay on the cutting edge of
leadership research and leadership development. My thinking on moral
leadership has been greatly influenced by my colleagues who teach in our
required course on Leadership and Corporate Accountability. This chapter
focuses on what we should be teaching, not on how we should be teaching
it, an equally vexing topic. For instance, there are special challenges in
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