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Is moral management possible in the arena of globalization in the twenty first century?

I would like to thank  the International Conference on Social Values in 

Education and Business and Dr. Natale and my good friends; Drs. 

William and Margret Naumes for inviting me to participate at this 

conference. I am honored and pleased to be here. 
Ethical  business  behavior  of  management  and  of  their  policies and  actions  have become  a  great  concern creating ethical conflicts worldwide.  In an attempt to identify who the management is that is creating most of the concern in the global business arena and why?
I have researched global business and economic history, business trends and  policies and psychological profiles of  today’s management and the business 
environment they operate in.

For the purpose of this paper, I break down top management in to two major categories: The first being: The professional non-owner manager, with economist and the global corporate  community  generally supporting their business philosophy using all manner of moral arguments to  defend their positions. The second major category of top management being; Owner manager, with empirical history of morality supporting their business psychology again using all manner of moral arguments to defend and support their position. 
Non-owner management appear to lead the debate with economist articulating most of  the economic dogma and moral testimony defending their positions in support of globalization and the style of management required in the form of the highly qualified  professional non-owner managers. Given the nature of the topic and the fact that many arguments in support of the professional non-owner manager are waged on moral grounds. It is also interesting that little has been heard from the ethicist on 
this subject.

As a successful corporate executive, with over twenty-five years of hands on experience  in the capacity of an entrepreneur, owner-manager of a mid-sized multi national private company and later as a non-owner manager, president of a large multi national corporate division. Thus,  (I) have had the opportunity to experience all phases of leadership in both categories of owner-manager and non-owner manager. 
In my present new career, I have researched, written and lectured on the subject(s) of business ethics, corporate social responsibility and the ethical impact they have had on corporations, governments and the community. This experience combined with the chair that I established at Southern New Hampshire University, “The Christos and Mary Papoutsy Distinguished Chair in Ethics”,(the present chair holder being Dr. Annabel Beerel ) I believe qualifies me to put forth my own theory on one segment of the conference’s theme dealing with, “Conflict in the Management of  Policy and Action.”

Before we begin the debate let us  revisit and review the  historic foundational principles of the free market capitalist system as originally envisaged by  Adam Smith in his 1723-1790  treatise, An Inquiry into the Nature and Causes of the Wealth of Nations. Smith envisioned a free market economy that would consist of many small buyers and sellers, none of whom would be sufficiently large enough to influence the market price. 
As noted in an article by Dr. Annabel Beerel (Quote) “Smith advocated  that in a free market system, the owner of capital should remain directly involved in its  management. He believed that owners of capital make far better decisions than professional managers who are simply its stewards. Owners take factors other that short term profits into account.” (End of quote) A very similar theory advocated in ancient times by Aristotle’s  concept of oikonomia, which refers to management of the household where 
the main goal is to increase value to all its members, over the long 
run rather than the  short run view. As a professor of Moral Philosophy, Adam Smith saw the world primarily from a moral perspective. Smith argued vigorously in favor of the virtues of the free  market system.  He also however, acknowledged it(s)  limitations. He presupposed a strong sense of community that would provide the “Invisible Hand” of  correction, as he believed there can be no sense of justice based on prosperity alone. The true 
balance of fairness weighs benefits to the whole community not just to the parties conducting business. Given Smith’s free market principles and their moral underpinnings we can now comment how our so-called free market compares; The majority of public and private corporations operating in the globalization of the world markets are in serious variance to the theory of owner-manager  nor have these public corporations developed an-owner manager style strategy or plan  for any of the new cadre of professional 
managers to follow as a guiding principle. 
Over the past several decades the division between the owners of capital and the professional manager of  organizations, particularly in public corporations continues to widen with the professional managers of 
organizations taking over the majority of these top level management positions. 
According to many capitalists, detachment by managers who are not owners with none of their own equity at risk, supposedly result in better decision making. Their theory advances the notion that non-owner managers are better educated and trained to act as professional stewards of others capital and thus make decisions that generate the best returns all the time, with emphasis on the short term goal of meeting or beating the next quarterly earnings report to be released to the owners of stock in public corporations. 
Their short term goal is to maintain or increase the market value of their company’s public stock price, or establish a track record for private companies in preparation for being acquired or going public.  The owner- manager supporters argue that the divorce between ownership and management increases the short-term thinking and planning that contributes to increased corruption in organization leadership particularly in public corporations. The owner-manager strategy usually takes a less rational approach to maximizing profits in the short term with emphasis instead on the long term always building for the future by investing in their  most 
important asset, human capital with a strategy again similar to Aristotle’s concept of  oikonomia.  Smith strongly supports that owners of capital make far better decisions regarding its allocation of resources than managers who are simply its stewards. Owners take many other factors into their long term strategy other than short term results. The recent significant increase in scandals, and corruption in public corporations, and other categories of white collar crimes, has led to the loss of trust by the investing public.  
These losses have turned out to be huge gains to the top tier of Professional non-owner managers. The owners of capital have all but ceded their power to the cadre of enterprising and offensive self-serving professional-managers aspiring to join the aristocratic super rich. Cooking the books, with lack of transparency and oversight and massive pay packets lining the pockets of these stewards of  public corporation and other associated business affiliates. 
Smith foresaw, that short-term thinking drives managerial behavior with emphasis on the next quarters earnings eclipsing other important segments in the business such as longer term benefits of the  organization and the community.

Given Smith’s free market principles, The invisible hand has given all kinds of licenses to non-owner professional-managers. Popular understanding especially by capitalist fanatics have stripped this theory of the moral construct in which it was originally framed. Smith had theorized that the invisible hand only works when people operate with restrains on self-interest and in cooperation with others  under the prescript of justice. Smith’s invisible hands was based on a foundation of morality, law and justice with good will, prudence and self-restraint. The invisible hand is in effect people’s need to remain in community. It is the community that provides moral constraints and the moral compass. 

Smith believed in the inherent goodness of people who, due to their sense of community and need for approval, would check their own excesses and act justly.  These are hardly the kind of sentiments that describe the moral capitalism of today’s non-owner manager behavior that we have become familiar with in the arena of globalization.

I commit the balance of this paper to discussing the subject of greed that tempts many of today’s professional non-owner managers and others, and the environment time frame and educational background that many of them have emerged from. Follow the Money, and you will find the corruption. The most significant temptation for corruption I believe is rooted in the global stock markets. As of  February 2006 there was 2800 public corporations listed on The New York  Stock Exchange (NYSE) the largest equities market place in the world, which had a global market value of approximately  twenty trillion dollars. A phenomenal increase of the 1351 companies listed in 1970 with  a market value of 600 billion  dollars. Today’s NYSE market value is approximately 70 percent above its book value of 5 to 6 trillion dollars. This disparity between the market value and book value is 
both significant and alarming. I believe this is the most tempting target for the majority of fraud, corruption and unethical behavior in the global world business arena, and I have only made reference to one stock market and not spoken about all of the other stock markets located around the world that have similar histories and ratios with much less oversight and transparency. The follow the money theory to greed not only tempts and corrupts those 
professional non-owner managers that deal directly with the markets but also tempts and corrupts hundreds of other related industries such as: accountants, auditors, attorneys, financial planners, bankers, investment bankers, to name a few. 
Who in general are these greedy professional managers and from where do they come from?  I believe a significant number of these so called highly skilled scientific orientated professional managers come to the global business community from their business-graduate schools armed with their M.B.A.. During the past few decades, there has been an explosion of graduates entering the business work force with great expectations of making a pile of  money. The M.B.A. originated in the United States with 
encouragement and pressure from the corporations to train, produce and graduate a new type of  professional manager. A manager that would seek a more scientific approach in managing  the global business community of the future. Entering their careers with a new theory that the business plan was more important than the business, people and the community. 
These new highly trained managers were and still are entering the arena of the global world business community, pressured to increase and inflate revenues and earnings at any cost. Such demands by the global corporations create the perfect opportunity for the invisible hand to provide a powerful out of control economic justification for the untrammeled pursuit of individual greed and self interest. 

So despite the abuses that have occurred, is all management and policy and action bad?  Of course not! The business graduate schools of today have been intensifying their efforts in raising the ethical bar of business morality as they modify and train their students as to what to expect and how to operate within today’s global market. They are approaching the challenge of globalization with critical thinking to enhance the good and eliminate or reduce the bad and the ugly, and peruse the principle of moral capitalism 
which will result in  increased eternal dividends of Global Eudaiomonia; meaning the material and the spiritual well being of a community, the ultimate goal, the telos of the society which will be incorporated into their strategy, and business plan including elements of distributive and social justice to the community.  
I am confident that  The Invisible Hand  theory of a free people will slowly be revived with a sense of justice and self-restraint in a spirit of balance and harmony. “Yes!” Moral Capitalism is possible.  It is within the reach of every business, although it can be a difficult journey.  Moral capitalism and social justice are the dividends yielded by the CSR  business.  Only by forming close working partnerships with the universities, business community, and institutions like the (OXSVEB) (Oxford Social Values in
Education and Business) will we be able to ensure the health, dignity, and freedom, and creativity of our society. And those, ladies and gentlemen, are worthy and noble goals.
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Notes

On White Collar Crime:
Here is a sampling of infamous executives that have been

indicted or are in prison; all have MBAs:

* Kenneth Lay, Enron

* Mark Swartz, .Tyco

* Andrew Fa~tow, Enron

* Bruce G. Wilson, Enron

* Jeffery K. Skilling, Enron

* Henry Blodget, Merrill Lynch

* Jack B. Grubman, Citi Corp-Smith Barney

* Gerard Evans, attorney and lobbyist

* Richard A.Causey, Enron

* Joseph Beradino, Arthur Anderson and Enron

* Scott D. Sullivan, World Com

Source: Wikipedia, the on-line encyclopedia

On the MEA explosion:

* Dartmouth University's Tuck School of Business notes. that in 1960, only 90 students were pursuing MBAs; in 2003 and 2004, that number jumped to 226 and 241, respectively.

* Southern New Hampshire 'University first started offering an MEA program in 1974, and two MBAs were awarded in 1997. Today, 350 MBAs are enrolled in the MEA program, according to SNHU School of Business

* Babson College first awarded MBAs in 1953, graduating six degrees that year. In the fall of 2005, according to the Babson Registrar's Office, there were 1,485 students enrolled in the MBA program, and Babson has graduated a total of 16,124 MBAs since 1953.

* The 11BA Program at the University of New Hampshire's Whittemore School of Business was started in 1968 with a class of 12 students. There are now 235 students enrolled, according to the Whittemore School.
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