Ethics as Rational Choice

John Hooker
Tepper School of Business
Carnegie Mellon University

Revised February 2008

Ethics can be viewed as rational choice. A decisiort e a consistent rationale
behind it, or else it is not an ethical decision. Rutlity may not be a sufficient criterion
for ethical choice, but it is necessary. It is usafiivell. It can provide an objective
guide for decision making in business situations and evelifday

Although rational choice is popularly identified withicatal self-interest, the ethical
literature has developed a broader point of view. N#gtpthe interests of others is
irrational—not because it may eventually damage your iatenests—but because it is
logically inconsistent

This essay presents three specific conditions thatiaidie must satisfy in order to be
logically consistent. They might be viewed as thraes of Ethics, analogous to
Newton’s Laws in physics. They help explain our intuis as to what is right and
wrong. More importantly, they are useful for resolvingesain which our intuitions are
unclear.

There are several advantages to viewing ethics asahtiboice in this broader sense. It
provides a conceptual framework that allows you to analgneplex business decisions
that involve multiple stakeholders (as nearly all dvpffers a style of argument that can
appeal to all parties, since rational choice, by dedinjtconsiders all points of view. It
provides a vocabulary with which you can articulatetarcal position and defend
yourself from pressure to compromise.

Learning to M ake Rational Choices

Making rational choices is a skill, and like any skilkequires practice. Reading this
essay is only the beginning. You should work through “EtiAcallysis of Mini-cases”
and make sure you follow the arguments. It is impossiblenderstand the ideas
discussed here until you apply them to real ethicahdilas. Additional exercises will
be provided in class and as homework.

Finally, you should practice analyzing cases in othersasyras well as decisions on the
job, from an ethical point of view. Psychologicaleash shows that the key to
developing expertise in any endeavor is prolonged, continirdesiigent practicé. This
goes for ethical decision making in particular.

! See Philip E. Ross, “The Expert Min&tientific AmericaiAug. 2006) 64-71.



Even with practice, intellectual analysis alone wonéke your decisions for you. You
can't just turn a crank and get the right answer. Aminfield, judgment and experience
are indispensable, and good decisions come from the Iseaglleas the mind. Yet
wisdom must be built on a foundation of rigorous analgats clear thinking.

A Case Study
The following case study will be used as an examplbutstriate the ideas that follow.

While interviewing for jobs, MBA student Jennifer learnedwlzovery attractive
opening at Glamour Finance Inc. in New York City. #tahed her interests and
abilities perfectly. She interviewed on site, and pore expressed enthusiasm about
her potential for helping clients to realize their busirgesgds. Shortly after the
interview, however, Glamour announced a hiring freezetaltige loss of a major
client and subsequent cash flow problems. The freemgmdd on through much of the
spring semester, and Jennifer’s contacts at Glamour coupaedict when it would be
lifted.

In the meantime Jennifer received two reasonably good d&ftersfirms with whom

she had interviewed before going to New York City. $ieelto keep her options
open, but graduation was near, and her classmatesalleng tabout the great jobs they
had gotten. Her parents were asking about her prospedetshest friend Heather
urged her to get real and accept a job. Finally, wheoffens were about to expire,
she signed with Midwest Consulting in Cleveland, Ohio.

About a week later Jennifer received a call from Glamaapancing that the firm was
hiring again. Her employment contract was ready to sigjstraught, she told Heather
about her rotten luck. Heather’s reply was, “Whatésghoblem? Just tell Midwest
that an unexpected opportunity came up. Employers underseritiése things
happen.”

1. BeConsistent with Your Goals

An action is a means to an end. There is a goal it t@waaccomplish, a state of affairs
we want to bring about. The first condition for oaial choice requires that we (a) make
up our mind what our ultimate goals are, and (b) try toeae them rather than
something else.

Utilitarianism

This principle was perhaps first clearly articulated utbemame ofitilitarianism.
Jeremy Bentham applied the idea to the criminal justiseem of eighteenth-century
England. At the time, punishment was based on the andembf retribution, or
literally, paying back.



Bentham believed that criminal justice should be roategéason rather than an
emotional desire to make the criminal suffer. If ol is to reduce crime, then penalties
should aim to deter crime rather than make the crinsinfiér. A utilitarian would favor
rehabilitation and education for convicted criminals Vére shown to reduce crime.

What is Utility?

Since our actions are intended to achieve an end, rityoreguires us to get clear on
what those ends are. You may attend class in ordemptove your grade, but the grade
is itself is a means to a degree, which perhaps is a nteanstter job, which may be a
means to a more comfortable lifestyle, and so fownat is it all for, ultimately? Some
of the classical utilitarians favored the idea that¢ is a single ultimate end, which they
calledutility. Utility can be pleasure, happiness, or whatever yefepr High grades, a
good job and a big salary are instrumentally good, whdasure and happiness are
inherently good. Rationality requires us to decide whathierently good, whether it be
one thing or many, and aim for it.

Maximizing Utility

The utilitarians go a step further. Suppose | regard happias inherently good, my
ultimate goal. If I can do something to make one pehsmpier, without reducing the
happiness of anyone else, then to be consistent | roust @therwise | don't really
believe happiness is inherently good! In other words, | masimize utility across the
whole population, or as the traditional formula goebjeve the greatest good for the
greatest number.

| may protest thatnyhappiness is inherently good, not just anyone’s. But tatgenal

in distinguishing my happiness from someone else’s, the# be some difference that
justifies the distinction. If my happiness is somehdwa different quality than everyone
else’s, then OK, | am at least internally consisteBuit | really don’t want to claim this.

| just arbitrarily distinguish my happiness from thabtiers. An arbitrary distinction,
however, is an irrational one.

The Glamour Finance Case

In the Glamour Finance case, Jennifer might reasoroldmvé. If she breaks her
agreement with Midwest Consulting, then since it ie latthe season, her replacement
may be less qualified and result in less utility for Mebtvand its clients. Yet the job at
Midwest doesn't really require a person with her backgiouder unique qualifications
and enthusiasm for the Glamour job, however, may ergghificantly more value for its
clients than their second-choice employee would. H&odain at Glamour probably
outweighs the loss at Midwest.

2 If outcomes are uncertain, as they usually are, onarmaximizeexpectedutility, which is the sum of
each possible outcome’s utility multiplied by its probi#il What if there is no way to estimate
meaningful probabilities? | don’t know. Let me knowdiu have any ideas.



Measuring Utility

This analysis seems to assume that there is soméwagasure the utility of one
outcome versus the utility of another. But how? Himayou assign a number to
someone’s happiness or satisfaction? Even if you cahisicddoes it make sense to add
up these numbers across different people?

Utility u(Q)

| | | IncomeQ
I I I
$20,00( $50,00( $100,001

Fig. 1. Hypothetical utility curve for income levels.

Sometimes one action makes everyone better off thaonther action. If so, it is the
rational choice (this is theareto principlg. But the world is seldom so neat. In 1996
AT&T laid off about 40,000 workers, including some 17,000 managially middle-
aged. Every option available to AT&T at the time wasrifal to someone. Layoffs
would harm the redundant workers, but a bloated payroll warich the company and
therefore everyone that depended on it. The utilitagahasks whether the layoff would
result in gains that outweigh the losses.

The classical approach assumes that each pehsma utility functionu;(Q) that
measures the utility of incont@. Although we can’'t “measure” utility as we might
measure sugar for a recipe, we can compare differemeggities. For example,
suppose you make $100,000 at AT&T, and you are indifferent betiweealternatives:
(a) taking a lower salary of $50,000, and (b) taking partlattary in which you have an
eqgual chance of keeping your job and losing it (in whicegau will find a $20,000



dead-end job). Then you can say that the utility of $50i@me is halfway between
that of $20,000 and $100,000 (Fig.%1).

Interpersonal Comparisons

Suppose the AT&T layoff results in incor@g for each person and retaining the
workers results in incon®;'. The utilitarian test says that the layoff is prakde if it
results in greater utility; that is, Miui(Q;) > 2iui(Qy').

But how do we compare utilities across different peopfeL00,000 has a certain utility
for person, what utility does it have for persg? Perhaps less, because pejsoay
having fewer financial obligations or care less about nadteealth. How can we put a
number on this?

Fortunately, it is not necessary to compare absoluiBagibcross persons; it is enough
to haveunit comparability This means that replacing each utility functipby a new
functionu;’(Q) = a; + Bu(Q) has no effect on the ranking of alternatives. leottords,
the absolute utility level doesn’t mean anything acrosopsrdutrelative utilities mean
something. So doesn’t mean anything to say that keepingjgb at AT&T has utility
163.5 (rather than some other number), but it means somévhsagy that losing your job
reduces utility twice as much as getting a 50% pay cutitieidetermined by the
lottery method have this properfy.

If we assume unit comparability, a classical resustaafial choice theory states that
under certain assumptions about rational choicepbssible to do a utilitarian
calculation. There are multiplieks such that an incon®; for each personis better
thanQ' if and only if 2Aui(Q) > 2Aiui(Q'). So you can't just add up the utilities to see
which decision is better, but you can take a weightethgeeof the utilities.

% In general suppose that persois indifferent between (a) having incor@efor sure, and (b) taking a
chance of having incom@ with probabilityp and incomeQ'" with probability 1- p. Thenu(Q) = pu(Q’)

+ (1 - pu(Q"). Values must be arbitrarily assignedu)’) andu(Q'’), but once these values are fixed,
the utility of other income® can be determined.

* You can check this for yourself. Look at the ratiohaf utility loss of a salary cut fro@” to Q and the

loss of a cut fronQ)" to Q':
U; (Q”) -4 (Q)

u; (Q”) — U (Q’)
Substitutingu(Q) = pu(Q’) + (1 - p)u(Q"), this becomes

- p)u Q") -A-pu(Q) _, _
Q") —u (Q)

p

So the ratio is the same regardless of what arbitt@nes are assignedudQ’) andu(Q').



Lack of Information

Another potential problem with the AT&T case is thanay be hard to predict the utility
outcome of a given decision, even if we know how tasnee utility. This is not
unusual. We frequently don’t have enough information makwhich alternative
maximizes utility.

Fortunately, the utilitarian test doesn’t require omeisce. It requires only that our
actions be rationally aligned with out goals. If | @awidence that action A creates more
utility than action B, then consistency requires mehoose action A. However, if the
evidence is scarce or ambiguous, and | have no partie@alsom to believe that one

action is has better consequences than another heilitarian criterion imposes no
particular obligation. Either choice satisfies théitatian test

This doesn't give me a license to be lazy, howeveanilt just say that | am not going to
worry about which action maximizes utility. | can’mply say that since | have no
evidence either way, | can do whatever | want. If Iveggs is my goal, for example, it is
irrational for me to act without trying to predict whiaction will result in happiness. It
is though | want to drive to a certain shop but don’t botthvdind out which route to take.
If | drive around aimlessly, | am simply irrationak nhakes no sense to begin the trip
without making some effort to look at a map or askenftiabout the route.

How much effort must | exert to be rational? It depemsny goal structure. If |
organize my life around creating certain kinds of utiliben it only makes sense to
invest some effort into determining how to achieve thiatuMlly, if | spend too much
time researching the issue, then this will cut into mgrédfto achieve my goals. |If |
spend too much time studying maps, then | will have tde tithe to shop when | arrive.
To be rational, | must find a balance between informagiathering and action that | can
reasonably believe maximizes the utility that results.

In the AT&T case, the CEO must find a practical trafledfme is short, and a decision
is required. As it happens, the effects of layoffgehlaeen studied, and the firm’s
economists should know the literature. The managsiadl has probably already

® This differs from classical utilitarianism, which reqggme to choose that action that actually maximizes
utility. The classical theory is consequentialist, levtthe theory presented here is a deontological
reinterpretation of utilitarianism.

® Yes, the issue of what is a proper balance is isselfsue that | should research to some extent. This is
related to the concept bbunded rationalityntroduced by my former colleague Herb Simon, but it differ
in an important way. For Simon, bounded rationality torrective for rational agent models in
economics. It takes into account the fact that humargbdave limited knowledge and ability to choose
rational acts, even acts that are rational in theomargelf-interested sense used by economists. In the
sense relevant here, however, humans can be compiatiehal when acting without full knowledge,
because the evidence at hand may indicate that furthestment in fact-finding will consume more effort
than it is potentially worth (or to use a term from demxi theory, th@et expected value of perfect
informationis negative). Incidentally, the problem of balancingwledge acquisition with action has
been formalized in the study of partially observablelkda chains.



projected the effects of a layoff on stock price andrdbsiness indicators. Typical
individual utility curves are known, and there are probahlya on the wealth distribution
of the affected groups. AT&T analysts should be ableakena ball-park estimate of
total utility impact within a few days. Wouldn’t be ingsting if large companies
routinely employed people to run this sort of analysis?

When There are Several Goals

A goal structure that recognizes a single overriding,doathich everything else is a
means, is probably inadequate. In fact, we will find ithiatfrequently inconsistent with
the other two conditions for rational choice. A ratibperson recognizes multiple ends
that are desirable for their own sake. Perhaps knowldédgeity, and service to others
are valuable irrespective of whether they are assoamtbdhappiness or some other
good.

Multiple goals can conflict with each other, howevéhis raises the problem of how to
trade them off. Value pluralism is a deep problem andéas the focus of much
research in ethics. ldeally, our goal structure showdide some understanding of how
to balance the goals. Otherwise, it is like wantirggiathat has high quality and a low
price. It doesn't really tell you anything.

When Utilitarianism Is Not Enough

Passing the utilitarian test is not enough to ensureahattion is ethical. The action
must conform to all three conditions for rational cieoi

If | fail to vote in the next national election, thesean infinitesimal chance, if any chance
at all, that this will affect the outcome. (Evem§ vote would make a difference, it is
far from clear that | vote wisely!) Furthermoreisiinconvenient for me to travel to the
polls, and | may even suffer an accident on the wayess$ | take pleasure in the act of
voting, which we may suppose | do not, the utilitarian obas to stay home. But this
does not seem ethical, particularly since most peopliel cse the same excuse for not
voting.

Students sometimes make a utilitarian calculation vwlepted to cheat on exams.
Suppose for the sake of argument that grades don’'t depehd distribution of scores,
so that one person’s dishonesty has no effect owélfare of others and boosts his own.
The utilitarian act is therefore to cheat. The dalsumay change if cheating propels
cheaters into a career with inadequate knowledge. Baeihs wrong to cheat even if
they learn the material later.

" Some businesses have already adopted Triple Bottom ¢doerting as part of their corporate charters
or by-laws. This concept is related to maximizing totdlutility due to its concern for People, Planet and
Profits (the three bottom lines). The United Natibrisrnational Council for Local Environmental
Initiatives has established standards for TBI accounting.



We will see that cheating and failing to vote violategbeond condition. The utilitarian
test can therefore be misleading if it alone is agplmarticularly to decision making at
the level of the individual.

Utilitarianism for Policy Decisions

Utilitarianism tends to be a more reliable indicatbthe right choice when applied to
policy decisions that govern a large number of people, as whermeanment passes a
law or a large corporation adopts a regulation.

If a government wishes to enact a mandatory voting ésns(done in Australia,
Belgium, Singapore, Uruguay, and elsewhere), the uidiaest is helpful. A rule that
says, “Don’t vote if it is inconvenient,” clearly doesmiximize utility, because it leads
to the collapse of democracy. Even the opposite fdtee if you are eligible,” seems
suboptimal, because it asks the seriously ill to dragskeéses to the polls. Democracy
will not suffer if a few sick persons stay home. Ppshan optimal voting rule would
arrange eligible voters on a scale according to trenwvenience of voting and make
exceptions for those at the high end. The cut poinbedncated so as to maximize
overall utility.

A utilitarian analysis is not a reliable way to resalemnifer’s job dilemma, since it is an
individual decision rather than a policy decision. Yebay help her MBA program
design its job placement policy. Some businessadstimcluding the Tepper School)
deny their career services to students who renege on aoyengit contract. The
justification is that a strict policy creates a good rapaoih for the school, which attracts
more recruiters, which in turn makes everyone betfesrothe average—even if some
people like Jennifer pay a price. This is a classic utditgjustification.

Utilitarianism and Justice

Even when utilitarianism is restricted to policy makingnay not always provide a just
solution. It is true that there is already a strongggle of justice in utilitarianism

simply because everyone’s utility is given equal weighhe calculation. One cannot
(arbitrarily) give greater weight to members of the upjesscor of a certain race, for
example. Furthermore, utilitarian solutions show astiesome preference for equality due
to the principle of decreasing marginal utility. As one @a&gumore resources, utility
rises at a decreasing rate. A fixed amount of resouragghmarefore bring more utility
when they are distributed widely rather than concésdiran a few persons. This
introduces a bias in favor of more equal distributidns.

8 The utilitarian bias toward equality is limited, aswhdy a mathematical analysis. Let the utility that
results from givingQ units of some resource to perddmecQP. The exponenp is less than 1 when there
are decreasing marginal returns. The coefficezmdicates the person’s ability to use the resourges;
presumably larger for persons who are intelligent, welitipogd in society, or advantaged in other ways.
The goal is to maximizg;c;QP subject taX;Q = R, whereQ; is the amount of resource allocated perison
andR is the total amount of resource availablep ¥ 1 (i.e., marginal utility is constant), then the most
advantaged person gets all of the resources. Othetwig@ablem can be solved by associating Lagrange



But utilitarian calculations nonetheless endorse highlggual and apparently unjust
distributions if they happen to maximize overall utilfihey may require us to pay CEOs
exorbitant salaries while eliminating the minimum wadgny health care to the poor,
refuse to hire the handicapped, and so forth, if theseig®raise the average utility
despite hurting those at the low end. To determine wh#thee policies are ethical, we
must apply the other conditions for rational choice.

2. Have a Consistent Rationale

The condition for rational choice tells us to decid®at we want and then consistently
aim for it. This may be an inadequate guide for individuaiog® however, and it may
not ensure distributive justice. We need a second tondhat addresses individual duty
and fairness.

Acting for Reasons

The second condition is based on a premise even sithple the first condition: we
always act for a reason. The reason may be to achewe ultimate goal, as assumed by
the first condition, or it may be some other sortesfson. Whatever the case, there
should be something we take to justify the action. Famgte, if | choose not to vote,
there must be some reason | so choose. Perhajegdsise voting is inconvenient.

The argument from here out is reminiscent of thetatiin argument. If a reason
justifies an action for me, then it justifies thei@etfor anyone. When | choose an action
for myself, | choose it for anyone who has the samason. Either the reason justifies the
action or it doesn'’t. If it does, then it justifidee action for anyone to whom it applies.

For example, | must regard my reason for not voting i@sason for anyone’s not voting.
| might protest that my reason does not work for peaie enjoy voting. Then | really
have two reasons for not voting: it is inconvenient, add't enjoy it. If these are really
my reasons, then | am committed to saying that theifjjuonvoting for anyone to
whom they apply.

multiplier A with the constraint. The optimal solution satisfies tagrangean equatiopsQ” ~* = A for
eachi andZ,Q =R Itis therefore

c.1a-p)

Q =R 1w
2.5

j
This gives more resources to the more gifted personsdlanger gives everything to the most gifted. As
the exponenp drops to 0, the allocation becomes proportiona.td5o the most nearly equal distribution
that a utilitarian can endorse is to give each perssourees in proportion to that person’s ability to use
them.



Generalization Test

So far there is nothing wrong with my decision not to vBi& one of the reasons | don'’t
vote is almost certainly that others will vote evieindon’t, and democracy will be
preserved. If it were otherwise, | would be first in latghe polls. So my rationale
presupposes that most other people will vote. But it @lesupposes that most other
people won't vote. When | choose not to vote due to inauewnee, and so forth, |
choose the same for everyone to whom these reapphg and they apply to most
people. So my rationale presupposes that most other peitipleterand most other
people won't vote. This is irrational and inconsist@md therefore unethical.

This is sometimes called tigeneralization testalthough it is really a rationality test. It
is historically associated with the philosopher Immanwsitkwho called it a
“categorical imperative.” It can be phras#te reason for your action should be
consistent with the assumption that everyone who has the same reasm thidl same
way. Kantian ethics, like utilitarianism, is at root a ¢alrationality.

The generalization test is different from the utilaartest because it doesn’t look at the
consequences of the act in question. To satisfy tstecfimdition, an action must result
in as much utility as any other available action. $&eond condition doesn't care about
how much utility the action creates, as long as éiemale is consistent. Of course,
maximizing utility could part of be the rationale forastion, but this is incidental as far
as the second condition is concerned.

Let's apply the generalization test to cheating onxame The student mentioned earlier
cheats presumably because it will improve his grade aeércprospects. But it will
improve his career prospects only if most people are henesigh for grades to be
meaningful, despite the fact that they have the saasons to cheat. So part of the
student’s reasons for cheating is the assumption thet stildents will not cheat even
though they have the same reasons to cheat. So that&ud#gonale is inconsistent
with the assumption that others who have the sanunade will cheat. It fails the
generalization test and is therefore irrational andhice.

A special case of the generalization test isftée rider principle: other things being
equal, one shouldn’t be a free rider on the effortstloérs. In some European countries
people sometimes ride the city bus without paying the kEeause the driver doesn’t
check whether they paid. Free riding is possible onlyusscanost people pay the fare
even though they have equally good reasons to rideefer fr

Why Acts Must Have Reasons

This whole affair is based on the premise that aetdased on reasons that are taken to
justify the action. Why should this be so? Becausehbw Western culture
distinguishes free action from mere behavior: free agamrational agents and

therefore act for a reason. If a mosquito bitesthigs,is mere behavior. | don't judge the
mosquito morally, because it didn't “freely choosebite. The bite was merely the

10



result of chemical reactions and whatnot in the mostputody. Human actions can also
be given a causal explanation of this kind, but theybeaexplained in a second way: by
talking about the agent’s reasons. It makes no serssg/tivat the mosquito bit because
she thought to herself, “I'm going to bite that human beed’'m hungry and | think |

can get away before | get swatted.” However, it isroftery reasonable to explain
human actions by attributing reasons to the agent.

In principle the behavior of computers and robots couldestay be more easily
explained as the result of the machine’s own deliberahan as the outcome of an
algorithm. This would make machines moral agents with dutiésights.

When a rationale is inconsistent, as when it fhésdeneralization test, then it is not
really a rationale. Inconsistent reasons cannot forationale for anything and therefore
cannot explain behavior. This means that action in viwlaif the second condition (or
any condition) for rational choice is not reallyiaatat all, but mere behavior. It is like
the mosquito’s bite, which can be given only a causdbheapion.

What Is the Real Reason?

Mary Smith has discovered a clever way to justifyfadure to vote. She is staying
home from the polls because voting is inconvenient, othi#irgote anyway, and she is
Mary Smith. She points out that this is generalizaltiés perfectly consistent with this
rationale for every Mary Smith who finds voting inconient to stay home. So her
refusal to vote satisfies both the first and seconditions for rational choice.

This rationale is generalizable, all right, but thexeetavo problems: it's not Mary’s
rationale, and it’s not a rationale at all. If iexe Mary’s rationale, she would have to
vote if she learned that she is really Mary Joriageality she would still refuse to vote,
because her name has nothing to do with it. In factragonale” is not a rationale at all,
for the same reason. There is no discernible coiomeottween one’s name and whether
one should vot8. A rationale must give some sort of reasonable espian for the

action.

What's to prevent Mary from nonethelesss/ingthat her name is part of the reason, and
“justifying” her action on that basis? Nothing. Sha say anything she wants. The
conditions for rational choice don’t force anyone ¢orétional. They only tell you what

it means to be rational.

When Conditions for Rational Choice Seem to Conflict

The utilitarian test says that failure to vote is OKdwese it maximizes utility, while the
generalization test says it is wrong. Isn’t thiooafict? No. The utilitarian test doesn't

° ...unless of course she is registered to vote under one avagineot another. But in this case the reason
she fails to vote as Mary Smith is that she is egtstered under that name, not the simple fact thatsshe i
Mary Smith. Failing to vote because you are not registeracte is perfectly generalizable, although
failure to register if you are eligible, simply becaitse inconvenient, is probably not generalizable.
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say that staying home is OK, only that staying home pakisegarticular rationality test.
An act must pass all three tests to be ethical.

But there may be a more serious problem. A failure te vimlates the generalizability
test, but voting also violates the utilitarian test lseat doesn’t maximize utility. So it
seems we are damned if we do and damned if we don't.

Not really. Both tests evaluate whether there isrsistent rationale for the action in
guestion. If | value happiness, or whatever | take tommeasure of utility, and | have an
opportunity to increase overall utility, then | am iioaal not to do so. However, in this
case, | can't maximize overall utility without fallingto another kind of inconsistency
(violation of the generalization test). If | maximizeverall utility in this way, | would
not really be acting, because an action must haeasistent rationale to be an action.
So | have no opportunity tact so as to increase overall utility

Another way to put this is that a single-minded goal akimizing utility, measured by
wealth or happiness or whatever, is irrational inloeld as we know it. My value
structure must be more complex than this. For exarhpight see participation in a
democratic process as valuable for its own sake.

The Glamour Finance Case

Jennifer is actually faced with two decisions. She deduol@tcept the Midwest
Consulting offer, and she now must decide whethegiowith Glamour Finance.

Jennifer’s acceptance of the Midwest offer may not bacaat all. She was under
pressure from her peers and parents to get a job. it fméghard to construct a rationale
for Jennifer’'s eventual acceptance of the offer. Rerlaaly a psychological reason, a
cause could explain it: she gave in to pressure without thigkhatters through clearly.
If so, her choice was not an ethical act becausastwot an act at all.

As for the Glamour offer, let us suppose that Jennifeddedp take it. The key question
is, what are the reasons? The job is better suitelaefo and she wants it much more
than the Midwest Consulting job. Are these reagmmeralizable? Clearly not, because
Jennifer’s decision to break her commitment impliespibsibility of making a
commitment in the first place. If students abandoned tbenmitments whenever they
got a better offer, commitments would be meaninglescamganies would disregard
them. Jennifer’s rationale for breaking the contpaesupposes that most other students
don’t regularly break employment contracts even whewy tave the same reasons to do
so. This makes it ungeneralizable and unethical.

Jennifer may protest that her reasons are more coni@Eex have made out. She acted
in good faith all along. The offer from Glamour was xpexted, and she didn’t
interview after signing with Midwest. These are alltpdrher reasons. Making
exceptions in such cases may be consistent with thagaesthat make commitments
possible. If so, breaking the contract passes the a@jeadyility test.
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Yet on reflection this, too, seems unlikely to be gdile. Imagine what it would be
like. You could interview for a number of jobs. Theane of the companies offers you
a job, you say, “Sure, I'll take the job. | won't lofdk another job, but if some company
offers me a better one, I'll take it, of course.” &rcompanies receive no commitment,
they would have no incentive to offer one. So whamipberview with a company, the
interviewer would say, “We are happy to hire you. We ook for someone else, but
if someone sends us a better resume, we’ll hire thabpend forget about you, of
course.” Obviously in this regime there are no meaningfmmitments.

There may be another way for Jennifer to escape fremdmmitment. Students in this
predicament often point out that employment contrgeterally have some kind of
escape clause. Suppose for the sake of argument tlzatritnact allows the employee to
resign after giving notice, perhaps two weeks. Perbapsifer could simply tell
Midwest she is giving them her two-week notice. This réegdly legal.

Actually we have assumed along that any option Jenniferselsois legal. Breaking the
law is ungeneralizable, because if people routinely btiodaw for mere convenience,
there would be no laws to break. Although breach ofrachis not a crime, it is a tort,
which is a violation of civil law. So let’s grant tithere is some way to renege on the
commitment to Midwest legally. The question is whethean be done ethically.

Jennifer might argue that what is legal is ethical in¢age. According to the contract,
she only promised to work until giving a two-week notice. Bt dearly promised

more than this, whatever the contract may say. Eweryecognizes that a change in life
circumstances may require a change of job, such asag®yrchildren, or unexpected
financial problems. Or after working at a company forhéey one may be ready to
move on to another position. In such cases, giving@&ddireasonable and expected.
But barring unforeseen circumstances, Jennifer promisedrofar Midwestfor the

time being Similarly, Midwest promised to employ hdgg the time beingunless there
is an unexpected change of circumstances, such asass@rancial setback, or
Jennifer’s failure to do the work.

Jennifer is still unconvinced. She insists that thesgillssomething special about her
case. She not only waited a long time before signitig Midwest, but the offer from
Glamour was delayed due to factors beyond the company'stof@lamour wanted to
hire Jennifer all along, but she got caught in a timing téfmwing everyone in these
special circumstances to break employments contraatklwot undermine the practice
of making commitments.

But there are any number of “special” circumstancastbuld have put Jennifer in her
present position. The HR chief at Glamour is ill and d¢pethind on offers. An internal
audit delays hiring authorization. The media reports lam@ur’s financial situation are
unduly pessimistic. Every hiring situation is speciadome way. If people break
contracts whenever the situation is “special,” thentkacts become impossible. To
satisfy the second condition for rational choicenifer must think about the whole
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range of situations in which she would break the contraod why—and only then
apply the generalization test.

Back to Consequences

| said earlier that the second condition for raticrfadice doesn’t care about the
consequences of the act in question. Yet applying the dieatican test seems to require
knowledge of consequences. One must know that if all stsibenke employment
contracts under certain conditions, the practice diimggemployment contracts would
be undermined.

This is a consequence, but it is a hypothetical consequégeaeralized behavior rather
than a consequence of one individual's action. In taete is no need to predict the
actual consequences. Since we are only testing forstemsy, the relevant factor is
what the agent reasonably believes are the consequénces

When | fail to vote, my understanding of the worldgeile that if everyone with my
reasons didn’t vote, democracy would collapse. Whétaer right about this doesn’t
matter. What matters is that | believe it, and thisegates the inconsistency. What if |
fail or refuse to acknowledge that nonvoting would defeatadeacy? Then | am
already irrational and therefore unethical.

Things would different if | lived in a country where mpstople love to vote and don't
find it inconvenient at all, and if they are politicaliyngar to the few who hate voting.
Then | could reasonably believe that democracy wouldlgeg gust fine if everyone
who found voting unpleasant and inconvenient stayed homihis case my nonvoting
would be generalizable.

So the generalization test might be rephratdezireason for your action should be
consistent, based on your understanding of how the world works, with thepissum
that everyone who has the same reason will act the same way

The Veil of Ignorance

The philosopher John Rawls proposed a vivid way of understatigérngeneralizability

of reasons. On his view, you must a decisigthout knowing who you aréeWhen

Jennifer decides to sign with Glamour, for example, sldde Jennifer, a manager at
Midwest, or another student. As Rawls put it, she musdddehind a “veil of

ignorance” as to her station in life. She will findtevho she is only after she makes the
decision. Her reasons must be sufficient for heraghno matter who she turns out to be,
which is the heart and soul of the second conditiometonal choice.

It is easy to misinterpret this criterion. It dowg mean that one should figure the
probabilities and maximize the expected outcome. An ARE&ecutive, for example,

9 The same is true of the utilitarian test as intégutehere, although the historical utilitarian test is
generally interpreted to be concerned with the aciiasequences.
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might decide it is a good bet to lay off some middle-ayagdloyees to make a company
more profitable. This would be a disaster for her & slere one of those terminated, but
there is a much greater chance she would be someonkenbbts from the layoff. She
is willing to take her chances. Rawls says this is notigh. She must construct a
justification for the layoff that she would find equallynwincing if she were transported
into the body of one of the redundant employees.

Distributive Justice

Rawls used his idea of the veil of ignorance to amatligtributive justice. He arrived at
two principles:

Liberty Principle: A policy must result in the gredtbasic liberty for everyone.

Difference Principle: A policy must not result ireguality unless the inequality
makes everyone better off.

The Liberty Principle might be defended on the groundsdtpancy itself requires a
certain amount of freedom to achieve one’s purposesreldan be no consistent
rationale for restricting basic liberty, since havingt&orele for any action presupposes
the ability to choose one’s actions.

The Difference Principle says, for example, thatould be unjust for the government to
raise taxes on the poor and reduce taxes on the richs tiniesvould make both poor
and rich better off. This leads to a “lexicographic” congmn of utilities (maximize the
utility of the worst off, then the utility of the sew® worst off, and so ori}.

Rawils clarifies the Difference Principle by saying tihapplies only to how society
provides people opportunities, such as job openings and dodesslth care (as well as
burdens like taxes). So it is unjust to create sonmetjudt pay less than others unless
this allows all jobs to pay more. Furthermore, everyshvauld have a chance to qualify
for these opportunities.

It is not hard to justify equality of opportunity, sincéetwise we must decide who gets
the opportunities. We must decide who will have an affléemily and access to
education, and who will be come from poor circumstamgdsno such access. Since
the choice must be arbitrary, it must be irrationat] therefore no such choice should be
made.

It is harder to justify the remainder of the Differefrenciple. Perhaps it fails the veil of
ignorance test: no one could rationally agree witltong jobs that pay less than
necessary after learning that one holds such a jolsR&ses a social contract argument.

Yletu=(uy, ..., u) andu’ = (uy, ...,uy) be two distributions of utilities tn persons, ranging from the
worst off to the best off in each case £ ~ <u,andu,’ <~ <u). Thenuis preferable ta' if for somek,
u=ufori=1, ..,k-1, andu > u/. This lex max criterion can also be the basis fatilgarian test
under certain conditions; see the Appendix.
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He says basically that we could all agree in advamoen(&n “original position” behind a
veil of ignorance) on inequalities that make us beffen@ matter who we are, but we
could not agree on an arrangement that makes some oftss @fbthan necessary.

3. BeConsstent with Who You Are

The first and second conditions for rational choicpase formal conditions on our
decisions. The third condition begins to examine theéertof those decisions, while
still using rationality as a guide. It says that radiadecision making must start by
making sense of our role in the world. We can’t decidatwt do until we decide why
we’re here.

Naturally, cultural tradition, religion, and philosophwhamuch to say about this. The
third test for rational choice, however, tries toaselminimal conditions for any rational
conception of one’s purpose—conditions that everyoneagege with, insofar as they
are rational (as defined in the Western traditio)e ea goes back at least to Aristotle.

Teleological Explanation

Teleological explanation is a way of understandirgggarpose or function of things.
(Telos from the Greek, means purpose.) It is not hard tdifgiehe purpose of artifacts
like cars or computers, since their designers give th@urpose. But a teleological
approach can help us understand other things as well, sulsé human body. It is true
that science emphasizes causal explanation. laesplespiration, for example, by
talking about chemical reactions that transform naotsi¢o acetyl coenzyme A, which
initiates the Krebs cycle, which produces adenosine tsjpiete (ATP), and so forth. Yet
the complexity of the human body would be unintelligiflwe did not give it a
teleological or functional explanation as well. Thedhion of the heart is to pump blood,
the function of the lungs is to provide oxygen to the thjand so on. The molecular
biologists who tell us about chemical reactions acduineir first understanding of the
body when their kindergarten teachers told them albeulbéart and the lungs.

Virtues

There is an old tradition that finds a purpose for hunfann the scheme of things much
as we find a purpose for the organs of the body. Wéhsdyhe heart’s function is to
pump blood because it does so and is uniquely suited to &nstarly, human beings
are uniquely suited to certain kinds of activity. We atemnal beings. We can apprehend
beauty. We are capable of trust, loyalty, friendshipoh@md courage in a self-conscious
way that apparently characterizes no other creatune ndight conclude that our purpose
here is at least in part to bring these qualities tabidd. They are traditionally called
virtues No one can prove that this is why we are here, batneocan prove that the
heart exists to pump blood. Nonetheless it is a hypottiedivielps us make sense of
things.
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Humans are also uniquely capable of monstrous cruelty, anchay wonder why this
would not also be a virtue. Yet no organ of the bodykilhhike the heart, since a slight
electrical disturbance will do the trick. The heaptsnping behavior, not its ability to
kill, helps us to understand how the body works. Sinyilaruelty doesn't help us
explain human existence, but makes that existence ewdartto explain. Rather, it is by
regarding human beings as the world’s source of ratignaesthetic sensibility, trust,
loyalty, honor, friendship and courage that we are abheaice some sense of our
predicament.

Another way to put this is that the virtues are parturfessencgthey help define who
we are. A heart can have two chambers or four, botgen that doesn’t pump isn’'t a
heart. A human being can be tall or short or makemale, but a human being without
rationality, without any of sense of beauty, with no ustierding of friendship, is not
fully human.

Being Consistent with Who We Are

The first condition for rational choice says tha must act with some ultimate goal or
goals in mind. The second condition states that theist be a consistent rationale
behind our choice of action. The third condition s ainy decision about what to do
must follow rationally from some understanding of whyawe here. This calls for
teleological explanation, and as just argued, a teleabgnalysis concludes that a
purpose of human life in general is to exhibit the virtukess therefore irrational, which
is to say unethical, to stray from them.

Integrity (wholeness) is the result of being consistent witb wie are. The third
condition for rational choice is really an ethiciatiegrity. We lose integrity when we
compromise our honor, abandon a friend, or do a shoddy@ is beneath our
intellectual ability. There are various psychologiogiressions for this: we can't live
with ourselves, can’t look at ourselves in the miraan’t sleep at night, and so forth.
We are no longer whole persons because we have walkedrawawho we are as
human beings.

The pressures of business life can make it difficult i@l some of the virtues, such as
loyalty and friendship. A white-collar or managerial éoype tends to be a free agent
who moves from one firm to another in pursuit of bestdary offers and advancement
opportunities. The employee feels free to depart for gragemstures in the middle of a
company project, and the firm feels free to terminageeimployee in mid-career.
Workers and managers who share a commitment to eacheotfuably live fuller lives
than those linked only by transitory economic incentifesnly because they can
develop their capacity for loyalty and friendship. Oa t¢ither hand, a competitive
business environment encourages one to develop intelleoimakbtence, which is an
equally important virtue and equally part of one’s essasae human being.
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Culturally Specific Purposes

People frequently adopt ultimate purposes that are rooteduitural or religious
tradition. One may define one’s essence as being a mafthe family, part of the
community, or a servant of God. In Western culturésnot uncommon for people to
define themselves at least in part by their career.o€lhg a career is a key rite of
passage for many young people, and they don’t fully defiemselves until they settle
onone. The career therefore helps to define theatkimpurpose on the basis of which
rational decisions are made.

One can argue that the three conditions for ratiomaice are themselves culturally
specific because they give primacy to rationality, ctihg) the Western view that human
beings are autonomous, rational individuals. Yet insadasne aspires to rationality, as
conceived in the Western tradition, one must obsémwaé¢cessary conditions for
rational choice.

The Glamour Finance Case

A virtue ethics perspective would argue for Jennifer’s atagt job in which she could
develop her unique abilities, such as the Glamour FinanceViiking away from
Midwest Consulting is perhaps not a breach of loy&iitjier, because no relationship has
really been established. On the other hand, a brdadreement would compromise
Jennifer’s honor and integrity. Honor is part of intggrbecause it is part of who we are.

It is never consistent to act contrary to a virtue, unies for the sake of another virtue.
In this case there is in fact a conflict of virtues, avhimust be resolved by striking a
balance. The ancient Greeks viewed the ability to fibdlance as itself a virtue, which
they calledsophrosynda word with no English equivalent). Jennifer musd fa course
of action that is most consistent with who she is.

Appendix
Some Results from Social Choice Theory

We assume that every individudlas a real-valued utility functian(x) that measures the utility
of any state of affairg [J X, whereX is the set of all possible states of affairs. wet(u, ..., U,)
be a vector of utility functions, one for each individuAlso letR, be a relation that indicates
which states are preferable to others, taking into atdbe utility of all individuals as
represented by the vector xRy means that is at least as good gisandxP,y means that is
strictly preferable ty (xRyy but notyR x).

The goal is to find aocial welfare functionv that indicates which states are preferable to others.
That is,w(ui(x)) = w(ui(y)) whenxRyy andw(u;(x)) > w(ui(y)) whenxP,y.

It is assumed that any rational set of preferendesfisa certain properties:
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Weak Pareto conditionA state of affairs that is better for everyone idgable. That is, for any
X, y O X, if ui(X) > ui(y) for alli, thenxP,y.

Anonymity Renaming individuals has no effect on preferencest ighéfor permutationt of
1, ..., nwe havei(x) = u'(T(X)) for alli and allx O X, thenR, = R;.

Independence of irrelevant alternativeBreferences among a subset of states depend only on the
utilities of those states. That is, for anpy’ and any subsét [1 X, if u(x) = u'(x) for allx 0 Z,
thenxRyy if and only ifxR,y for all x, y 0 Z.

Interpersonal comparabilitis indicated by the extent to which individual utilities ¢en
transformed without affecting preferences. A vectoral-walued functiong = (@i, ..., @) is an
invariancetransformationif it has no effect on preferences; that isy (k) = @u(x)) for alli and

all x 0 X, thenR, = R,. Theinvariance clasgclass of invariance transformations) indicates the
degree of interpersonal comparability. The larger the dlagdess the comparability.

Unit Comparability

Unit comparability occurs when the invariance class contggransformatio for which
@(u(x) = a; + Bui(x), wheref3 > 0. In other words, preferences are unchanged wheffset o
each individual's utilities a different amount and resech by the same positive multiplier.

It can be shown that given unit comparability, statesdbearanked by taking a weighted average
of the individual utilities. That is, there is a sociglfare function of the form(u(x)) =

2iAiui(X) where eachh; > 0. This result is related to linear programming dyalnd is based on
the same mathematical theorem (the Farkas Lemma).

In fact, linear programming can be used to find theiplidts A;. Just write the linear constraint
2AUi(X) = 2Au(y) + € for everyx, y O X for whichxP,y and find a feasible solution of this
constraint set along with = € for alli (whereg is a small positive number).

Noncomparability

Utilities are not comparable at all when the invariarlassccontains all monotone increasing
transformationgp. In this case it can be shown that theredgctator. a single individual whose
utilities determine which states are preferable. Thahere is an individualsuch thakP,y
wheneve(X) > ui(y).

Full Comparability

Full comparability occurs when the invariance class contagdransformatiop for which
@(u(x) =a + pu(x), wheref3 > 0. In other words, preferences are unchanged wheffset
each individual's utilities by the same amount and leseach by the same positive multiplier.

It can be shown that given full comparability, statestmaranked by a welfare function that
considers the average utility and the distribution of utilitrdsere the distribution is described by
a positively homogeneous function of deviations from the meariun@iong is positively
homogeneous ©(Ax) = Ag(x) for allx and allx > 0.) So there is a homogeneous welfare
function of the form
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w(u(x)=T(Y+ o X~ ¢ X f

whereg is homogeneoug is a column vector of ones, andX) :EZ y(n.
n

Some examples of welfare functions having this form are:
o W(U(x)=T(Y+ymin{ y(3-"U ¥, which yields a utilitarian welfare function when
|

y = 0 and a Rawlsian function whem 1.
1

o w(u(xX)=1u(» —%(Z( PTGl | )()2}2 , which measures inequality by the standard
i
deviation (divided byn*?).
o w(u(x) =i22(2i—1)q (), with individuals indexed so that(x) > ... = u,(x). This
n= i

measures inequality by the Gini coefficient.

Ratio Scale Comparability

Ratio scale comparability occurs when the invariance classins any transformatianfor
which @(ui(x)) = Bui(x), where3 > 0. In other words, preferences are unchanged wheaseale
each individual's utilities by the same positive mulgpli

Given ratio scale comparability, states can be rankedhoyrmthetic welfare function; that is,
w(X) = g(h(x)), whereg is monotone increasing ahds homogeneous. ¥ is assumed to be
additively separable angx) > 0, then for some real numbremw has the form

U (X)l_r
1-r

W(u(x) =
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