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ABSTRACT 

Justice for the Organizations: Foundations of Ethical Stakeholder Management 

Most business ethics (BE) theories rely on social/organizational traditions as a source of 

organizational values. Conspicuously, Donaldson and Dunfee´s Integrative Social Contract (ISC) 

theory accepts that (often implicit) micro-contracts may define the ethics of organizations in a 

way sensitive to the (historical, cultural, social) context (Donaldson and Dunfee: 1999). 

It has been pointed (Sacconi: 2006, p. 261) that this characterization of business ethics entails 

“prescriptive indeterminacy”, and opens a window for criticism. There are at least two reasons 

for considering ISC theory faulty at this point: the global character of most business activity, 

and the need for corporations to define their management policies as legitimate/ethical 

stakeholder management (Freeman, 1984; Phillips, 2003). 

We suggest that a specifically economic and organizational conception of justice is required to 

inspire and to guide processes of definition or re-definition of ethical stakeholder management 

within organizations. We contend that the proper addressee of business values is the large 

stakeholder organization. If the ethical needs of the stakeholder organization are taken 

seriously, justice –not local conventions– suggests itself as the basic source of corporate 

values.   

Our arguments draw upon contractarian approaches to corporate governance (Sacconi: 2000, 

2006), as well as recent developments on evolution (Frank: 1988), experimental economics 

(Sacconi and Faillo: 2009; Sacconi and Grimalda: 2006; Lenz: 2008), and evolutionary game 

theory (Binmore: 2005; Skyrms: 1996, 2004; Bicchieri: 2006). These approaches support and 

refine some of Hume’s ethical insights regarding the nature and role of justice as an artificial 

virtue (human artifice) that makes possible the benefits of human society. 
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Justice for the Organizations: Foundations of Ethical Stakeholder Management 

 

1. Introduction 

Business Ethics is not anymore a minor branch of applied ethics. It has acquired a 

central role in the theoretical speculations about the nature of companies and their 

relationships with persons, society and the environment. It has been mainly through 

stakeholder theory that this change has happened. Stakeholder theory has made us all 

(academics, managers, politicians and a wider educated audience) perceive and understand 

the role of business in society under a different light. It has given us conceptual resources to 

articulate social demands and to formulate theoretical arguments. It has profoundly changed 

the language of business ethics. 

Drawing on developments of stakeholder theory, business ethics can be defined as 

legitimate stakeholder management. This involves both legitimate corporate governance 

provisions, and legitimate decision criteria and procedures (principles, norms, rules, etc.). Each 

and every stakeholder should be taken as a citizen, not a subject, of the corporate polity (Evan 

and Freeman: 1988; Phillips: 2003). 

Legitimacy is primary a political notion. Equaling business ethics with legitimacy 

assumes business ethics is organizational ethics. The (moral) rightfulness of individual 

decisions is derivative. We take this to be the underlying assumption in most current business 

ethics/CSR theorization. Talk of corporate values, social contracts, corporate governance, 

stakeholder engagement, and so on, is all within the frame of this assumption1. The most cited 

and commented foundational theories (such as Donaldson and Dunfee’s Integrative Social 

Contracts Theory, ISCT) establish the social/organizational moral basis for individual decision-

making.  

It comes as no surprise that the model of the social contract, imported from political 

philosophy, is taken as a particularly suitable theoretical tool for the philosophical foundation 

of business ethics. 

However, most attempts (conspicuously Donaldson and Dunfee’s) to found business 

ethics/legitimate stakeholder management on contractarian grounds make a mistake that 

leads to under-determination on the normative content of business ethics (Sacconi: 2006, p. 

261). The flaw becomes apparent when the theory is applied to archetypal subjects of business 

ethics, and when their ‘ethical needs’ are fully taken into account. Even a sound normative 

theory should be questioned if it is showed to be ineffective for the task it is supposed to 

accomplish. This is the case of most current contractarian approaches to business ethics. They 

fail to offer full guidance for companies to set up policies able to guarantee legitimacy for their 

governance and their stakeholder management. The reason is the exaggerated role these 
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theories assign to local conventions. They are supposed to shape the bulk of the normative 

content of the organization’s ethics, by filling in the blank left by the “moral free space” 

(Donaldson and Dunfee: 1999). This leads to a very contextual and local form of normativity. 

Although “moral freedom” gets constrained by hiper-norms, it is clear that universal principles 

–or higher level conventions– cannot by themselves serve to determine concrete 

arrangements (governance, distribution of burdens and privileges, definition of proper ends, 

etc.) of a business organization. The doubt arises whether this flexible definition of the sources 

of business ethics norms is up to the task that it is supposed to play in global organizations.  

We contend that the moral values of a stakeholder organization cannot depend on 

local conventions. They should be derived instead from a principle of justice. Justice can be 

described, following Hume, as an “artificial virtue”2. In fact it is an artificial principle in so far as 

it is an invented equilibrium-selection resource for individuals who find themselves in a 

situation in which distributive/coordination problems arise among strangers. If we ask 

ourselves which organizations are the addressee of business ethics; we will find that they are 

in large measure formed by strangers in precisely the kind of situation that requires a 

coordination device. Therefore, if we ask which values are fit for this organization, the answer 

is: those derived from a principle of justice for the organization.  

This contention is based on (i) an analysis of the nature of the primary addressee of 

business ethics, namely large corporations; (ii) a consideration of the primary task that a 

foundational theory of business ethics have to perform, namely, being a normative guide for 

setting up legitimate policies and governance structures; (iii) a description of the organization 

as a space in which the circumstances of justice hold; and (iv) a defense of the appropriateness 

of a theory of justice for the organization based on evolutionary evidence, economic 

arguments, and philosophical considerations. 

Our thesis entails that justice is the primordial virtue of organizations of the kind that 

firms are, as it is of the rest of social institutions. The language of organizational values should 

be recast in the language of justice. No organizational value that leads to unjust outcomes can 

pretend validity (much less moral validity). No practice, no matter how highly valued or how 

much followed, can be justified if it runs against the requirements of justice. Let us clarify that 

‘justice’ must not be mistaken for ‘law’ in these sentences. Neither is ‘justice’ another name 

for Donaldson and Dunfee’s hiper-norms –this will be elaborated below. We suggest justice is 

a virtue for the organization and of the organization. 

We will proceed in four sections (2 to 5): in section 2 we focus on who is the typical 

subject of business ethics, and what are the ‘ethical needs’ typical of this kind of subject. 

Section 3 analyzes the role assigned to local moral conventions by Donaldson and Dunfee as 

representatives of the proponents of social contract-style theories of business ethics. Section 4 

displays the argument for justice in the organizations. This argument will draw on implicit 

assumptions of normative stakeholder theory. The argument will be buttressed by a 

description of the corporation as paradigmatic of the circumstances of justice, as recounted by 

David Hume back in 1739, and some current examples of authors embracing this same idea. 

Finally, section 5 explores the understanding of justice that may best do the job. Our aim is to 
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narrow the idea of justice as a justificatory basis for business ethics to the most defensible 

conception. We find that, while different fairness norms have been proposed, a conception 

built upon a naturalistic view of justice would be much more in accordance with standard 

economic assumptions, and the scientific approach to decision-making that is characteristic of 

much business organizations and market relationships. 

 

2. The aim of business ethics. 

Business ethics has become almost a sub-section of stakeholder management. There 

are good reasons for that. Stakeholder theory is from the very beginning not only a managerial 

tool, but a more accurate overall understanding of corporations. And its success has to do, at 

least in part, with the description of stakeholders as deserving (equal) consideration (Evan and 

Freeman: 1988). The theory takes into account that actual managers usually do consider other 

constituents –not only shareholders, financiers and themselves, as the shareholder-theory of 

the firm supposed3. Even if it is hardly mentioned, it is clear that one virtue of the theory is 

that it is accurate in describing what most large corporations actually are, and how managers 

of such big organizations actually make their decisions most of the time: what factors they take 

into account; whom they think they are serving; which consequences they presume relevant; 

whose interests they place first, and why, etc.  Implicit in the theory is the idea that it is suited 

for the complex corporate firm, usually held by the public through capital markets 

(shareholders, bond or debt holders, etc.), usually present in many countries, pressed by 

various social and legal standards, and having a sophisticated hierarchical (and generally 

effective) governance structure that assures control by the top management. 

When we talk about the stakeholder organization, we are not generally talking about 

small and medium enterprises. These are firms very closely controlled by their owners. The 

theory can naturally be extended to include all sorts of business organizations, no matter how 

small and close, but it is evident that stakeholder theory had never been developed if there 

were no large publicly held corporations.  

Stakeholder theory is therefore a normative and managerial theory. It describes large 

corporations as webs of interrelated groups and interests, linked by the diverse stakes they 

have in the organization as a whole. In so doing, the theory declares that those interests must 

be attended by the organization, that is, top management must see to it that legitimate 

interests are satisfied to some (fair) extent. Managers have to exercise a complex deliberation 

process in which claims must be sorted out as legitimate or illegitimate (unjustified, excessive, 

inappropriate, unattainable), and resources properly assigned to the proportional satisfaction 

of legitimate interests according to some acceptable measure. Stakeholder theory purports to 

establish what is important for the corporations to do, and how managers should direct the 

corporation if they wanted to do it right. 

The normative component of stakeholder theory is usually identified as an ethical 

component. Unlike other organizational theories, stakeholder theory is ethical in so far as it 

takes all groups involved (or affected) by the organization as equally worthy; their interests 
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equally important. Rules of precedence or distribution may apply, but they do not deny this 

basic moral fact. This basic moral fact gets included, so to say, in the objective function of the 

firm. On the other hand, the theory is managerial in that it purports to offer useful advice to 

managers as to how better rule the organization to reach their objectives (maximize the 

objective function of the firm, in which moral considerations are embedded)4. 

While several conceptions of business ethics are plausible, stakeholder theory and the 

related notion of Corporate Social Responsibility have definitely shaped the idea most scholars 

now have of what business ethics should be about. Claims for transparency, accountability, 

sustainability, responsibility, stakeholder participation, etc. are common expressions of the 

demand for “ethical business”. By that it is mostly meant that large corporations and their 

managers adopt a normative stakeholder approach, and endeavor to live up to it. They are 

supposed (actually required) to engage in dialogue with key stakeholders, to make a new order 

of priorities, not to ignore the rights of the powerless, to help alleviate the most calamitous 

circumstances in their communities, to take into account remote effects of their activity on the 

environment and on the ability of future generations to enjoy opportunities equal to ours, etc. 

These normative claims and assumptions imply that many transnational corporations 

need to engage in large scale transformations. It is true that most sizable organizations have 

already implanted codes of conduct, policy declarations and report standards. But that is not 

what business ethics is about. It is about actually changing habits, priorities and structures. For 

multinational corporations, to take a stakeholder approach means to change many procedures 

and performance indicators, which in turn requires training and communication throughout 

the organization. It involves also the political task of convincing skeptics and ‘old school’ 

colleagues. This is a great political endeavor. This is what it takes for a large corporation to 

adopt an organizational ethical stand. 

Focusing on large corporations does not mean that business ethics is not relevant for 

small and medium enterprises, of for individuals. But in those cases, business ethics easily 

collapses into personal or social ethics. The distinctiveness of business ethics is the fact that it 

is conceived as the moral check for those large organizations, usually multinational, and with a 

power so great that goes unconstrained even in the presence of legal provisions. And the 

distinctive task of business ethics is to serve as the normative foundation for organizations that 

want to adopt a (normative) stakeholder approach as a feasible, and socially accepted moral 

self check (self-regulation). 

 

3. Local contracts 

The description of business ethics just offered is implicit in most current business 

ethics literature, as it relies heavily on stakeholder theory. This is the case of the probably most 

quoted work on the foundations of business ethics: Donaldson and Dunfee’s Ties that bind. 

Their work is exemplar in building a foundation of business ethics entirely compatible with 

stakeholder theory as well as based on widely shared views about the role of business in 

society, and the idea of a responsible individual in a market and democratic society. 
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The social contract model of foundational argument is the most akin to the idea and 

task of business ethics as described in the preceding section. Contractarian devices, 

particularly the idea of a “unanimous agreement behind a veil of ignorance” are also, as game-

theoretician K. Binmore has suggested, the “natural” way for us to think of morality whenever 

the outcome of a given social arrangement strikes us as unfair. 

Business ethics must be built as the ethics of an organization: a large human group 

composed by diverse and autonomous individuals committed to cooperate under common 

rules in a joint venture for whatever private reasons (from pure survival to the highest ideals) 

they choose. Individual self-interest, rational autonomy, social cooperation, mutual benefit 

and commitment are the building blocks of contractarian arguments ever since Glaucon and 

Adimantus shaped the argument for the first time in Plato’s Republic.   

Remember that the task of business ethics is to determine some precise policy for the 

managers to orient the organization towards its legitimate end through legitimate means. 

Legitimacy can be defined as rational acceptability by the members of the organization and by 

relevant non-members (that is, stakeholders), as autonomous participants in the joint effort 

the firm consists in. Stakeholders therefore have a say in the definition of these policies, what 

includes the appropriate distribution rule of the eventual cooperative surplus. This is done 

mainly through claims presented as legitimate (argued for publicly, and using arguments that 

other stakeholders may accept, etc.). The management, representing the firm, has the 

responsibility of adjudicating among competing claims. In the process of demanding and 

adjudicating, several strategies are possible. In particular dialogue, participation, discussion 

and sometimes transaction. Through these processes, the legitimate policies and procedures 

of the organization get defined and, ideally, adopted by all stakeholders as their own. 

Implementation is left to managers with the instruments of control at their disposal. For this 

process to be successful –success may be measured as efficiency in imposing norms– all the 

parties should regard the adjudications as fair. Otherwise, the aggravated part would call back 

the whole process as immoral, claiming that the burdens on them are illegitimate. Much of 

current discomfort and frustration regarding big corporations comes from the feeling that the 

distributions of the costs and benefits among stakeholders are not fair with certain 

stakeholders (particularly employees, consumers, civil society, the environment). 

At this point, let us pause to distinguish between ordinary business ethics, and 

foundational business ethics. Once an organization has defined their ends, policies and 

permissible means (either through a deliberative process, or any other way), if this definition 

elicits a minimum of consensus, the only remaining problem is implementation and control. 

Ordinary business ethics assumes that there is a set of legitimate values for the organization 

and deals with the mechanism (psychological and organizational) to maximize compliance. 

Good justifications in terms of economic and/or moral theories are supposed to improve 

compliance because they may convince some that the rules are not only coercively obligatory, 

but reasonable. Written codes, ethical training and other means improve compliance because 

they send a clear message to the members of the organization, and clarify what is expected of 

each one. In some cases, they also specify what punishments will be applied to violators, 

hence controlling those responsible for the application of the code itself (they would be 
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exposed if they fail to punish violators). Reflection on and expression of the values of the 

organization improve compliance by helping people to see the reasons behind the norms or 

rules they are supposed to obey5. In general, ordinary business ethics deals with improving 

compliance to norms, or living up to values. In one sense, it is a way for the management to 

control their subordinates, and for society to control the managers.  

Foundational business ethics is the research effort to clarify the rational grounds why 

some business values, practices and norms are correct and some others are not. This effort 

may lead to questioning and re-defining organizational norms and values. The main focus of 

foundational business ethics is not individual compliance, although rational agents should find 

easier to comply with well founded norms. Being a basically theoretical discipline, its practical 

aim is to contribute to make the organization ethical by impelling reform: for example 

criticizing current practices, pointing to inconsistencies among current values, etc. In 

foundational business ethics, ethical theory is not used as a way of underpinning business 

norms. Foundational business ethics is ethical theory6. It is fully philosophical in that it is a 

radical reflection on why organizations should be moral, and what principles make up the core 

of their morality (Lenz: 2008). In order for a corporation to make business as usual within 

accepted ethical rules, it may help itself to a serving of ordinary business ethics. For a 

corporation to take an ethical stand towards business, ordinary business ethics may not be 

enough. Adopting a conscious stakeholder approach may demand deep reform. It may be an 

exercise in foundational business ethics. 

 Business ethics text-books deal to some extent with both ordinary and foundational 

components. Of course, from a philosophical point of view, the foundational side is the core. 

Donaldson and Dunfee (1999) offer a substantial foundational view of business ethics. They 

are more concerned with which norm must be applied in each case than with the empirical 

facts about compliance. They do not try to moralize business; they try to intellectually clarify 

why and how business can be moral. 

Their social-contracts approach draws on classical contractarianism, although their 

focus on local norms counter-balances the abstractness of political theories. The rationale for 

paying attention to local traditions is that business happens in social and organizational 

contexts of common understandings that are relevant to pick the appropriate moral norm. The 

foundational ethical task turns out to be making explicit the content of those implicit 

understandings. But for a foundational approach, this is awkward. Common understandings 

are of course factual. Foundational contractarian arguments are archetypically counter-factual. 

The obvious reason is that their intent is normative. Factual data may inform us about the 

prevailing social norm. But this information lack moral content –except in a descriptive sense. 

Human societies and groups show ample variety of immoral norms prevailing at any given 

time.  

Donaldson and Dunfee would reply that they are not referring to just any social norm, 

but only to those norms that are taken by the group to express their convictions about what is 

correct. But surely this is not a persuasive reply. Some of the prevailing norms in a group may 

express shared views about what is correct, and still can be judged utterly immoral by other 
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standards. This is the ultimate reason why Donaldson and Dunfee need to resort to hiper-

norms. Appealing to implicit local moral contracts just does not do the work. 

As Sacconi (2006) has pointed out, Donalson and Dunfee see the apparent weakness of 

their approach as its strength. They take what they call “bounded moral rationality” as 

implying that it is not possible to find a right answer to moral dilemmas reasoning from 

nowhere. Local norms complete moral reasoning from the real place where the answer must 

be applied. Besides, they interpret autonomy (and political tolerance) as requiring a morally 

free zone: a space where local moral norms are both permissible and necessary. And they are 

taken as authentic and valid whenever they are not contrary to hiper-norms. Yet, as Sacconi 

argues, “we cannot derive from that theory any contractarian explanation of how local 

business norms are shaped by a social contract amongst the firm’s stakeholders.” (Sacconi: 

2006, p. 261). To understand Sacconi’s stance, let us take an example. Suppose a multi-

national corporation wants to review its policies to adopt a stakeholder approach. Hiper-norms 

are obviously too general to develop a full corporate ethical strategy or policy on them alone. 

Even accepting that hiper-norms should be respected, it is necessary to resort to “thicker” 

criteria (values, application and control norms, specific distribution rules, conflict-resolution 

procedures, etc.). Suppose the corporation focuses on implicit (local) social contracts. The first 

problem is that there are so many of them. The underlying moral convictions may be divergent 

in different national/regional subsidiaries, in different departments, in different generations or 

ranks of workers within the same factory, in different cultures, among people belonging to 

different churches or religions, the gender gap may be significant, etc. Difference will be 

revealed by opposing claims, all of them based on moral reasons. It may be that different local 

norms are compatible with relevant hiper-norms; and even so they may recommend divergent 

courses of action, they may express different values. This reality may make impossible to 

devise a unique policy for the organization. 

These cases are not exceptional. Taking seriously the nature of the large stakeholder 

organization, it can be said that cases of incompatible demands and very different moral 

profiles would be the norm. 

One option would be to tolerate different moral profiles, and consequently different 

standards for judging, within the organization. However, this would turn organizational ethics, 

at best, into a minimal liberal framework, leaving much space for management discretion. The 

organizations would be like the political society in a liberal state: law and judges establish a 

normative minimum, and individuals are left free to do as they please provided they do not 

breach the common laws that express that moral minimum. The common standard in this case 

is not a coordination device for society to adopt a single purpose; on the contrary, is a device 

for it to allow the myriad of purposes that can be entertained by its individual members.  It is 

hard to see how this can be a description of the ethics of an organization. It seems that all that 

would be left for managers as way of ethics would be respect for the public law and the signed 

contracts.    

Business ethics needs to be determined at the level of the organization. Local 

conventions have two problems: they cannot support their own moral validity, and they may 
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be effective in levels inferior to that of the stakeholder organization. On the other hand, a   

general ethics of toleration is not determinate enough at the required level to establish a true 

organizational ethics. 

Several authors seem to see the problem. Approaches have been suggested that 

overcome it. Phillips (2003), drawing on Freeman, places the focus on the organizational level 

and proposes a norm of fairness as the foundation of stakeholder obligations. Donaldson and 

Preston (1995) were closer to the mark when they suggested an organizational (re)definition 

of property rights as the adequate base for ethical obligations. Sacconi (2000, 2006, 2007) has 

advanced a full-fledged contractarian approach. They all share the intuition that, since 

stakeholder theory is the proper framework for business ethics, a general moral principle that 

is applicable at the organizational level is required, as opposed to local conventions that may 

or may not correspond to the organizational level. Fairness, property rights and rational 

bargaining are examples of hypothetical reasoning. These approaches certainly show the way 

to make progress towards a foundation of business ethics. The approach we present here is 

indebted to them. 

As will be shown presently, we join Sacconi in claiming that a hypothetical contract 

among stakeholders may work as the moral principle for the organizations (for each individual 

organization). The hypothetical agreement indicates the meaning of justice for the chosen 

firm, specifying obligations and privileges, and being the source of organizational norms and 

values of moral content. 

This approach is open to an obvious objection. It may be said that we are treating here 

the organizations as a public institution. Firms, the objections goes, are private voluntary 

associations, therefore they are free to adopt the norms they choose, provided they do not 

violate general social norms. All constituents are relatively free to exit. This makes justice 

unnecessary: the “moral contract” of the firm may be perceived as unjust by some, and that 

does not automatically make it illegitimate. 

This objection overlooks what was said about the prime addressee of business ethics. 

Business ethics is not to be identified with the private rules of a club or association, because 

large corporations are not clubs or associations. Stakeholders do not become so by any formal 

acceptance, and cannot leave by choice. Workers certainly cannot just abandon their duties; 

communities cannot opt out of being host of a large factory; governments cannot decide to 

stop being financed by their corporate citizens. The stakeholder organization does not fit in the 

description of a private club. The standing of stakeholders is actually analogous to the standing 

of citizens. In extreme cases, a citizen may be authorized to reject her citizenship, but this is 

not the norm. The vast majority of us would not quit our citizenship, even in the face of real 

danger, much less would we do that because a disagreement with our State. On the contrary, 

we tend to organize and claim reform and redress, if we feel too unjustly treated. Most 

stakeholders would do the same. Stockholders may sell their stock; consumers may boycott a 

company; workers may go on strike. But these actions are better described as ways of pressing 

demands of justice to the organization, rather than walking out of the relationship with it. In 

these circumstances, the corporation needs the very same kind of social contract that bases 
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public conceptions of justice in democratic societies. Differences may concern the governance 

structure in case it is agreed that corporate managers must keep more control, and be subject 

to less scrutiny than public officials (although this is doubtful). But in general this is what would 

take for a corporation to adopt an ethical stand: Commitment to resort to a hipothetical 

unanimous agreement among all its stakeholders as the source of legitimacy.  

 

4. Business and the circumstances of justice. 

Reflection on the nature of the stakeholder organization will support the idea that the 

underlying virtue of business should be justice. Using the language of Hume, business 

organizations are much more similar to the society that must be sustained by artificial virtues 

(fidelity, loyalty, justice) than to the groups whose cooperation and mutual care is based on 

natural virtues (love, compassion, benevolence or altruism). Pretending that large business 

organizations –whose activities are deployed world-wide, encompassing thousands of 

contracts among individuals and groups that never would know about each other’s existence– 

are, or must try to be, communities, is a mistake.  

Hume stated that justice is necessary and possible whenever three conditions hold. 

The external facts that goods are transferable (and easily so) and there is moderate scarcity (if 

there is plentiful of one given good, there is no need for justice; if it is too rare, justice may be 

impossible). Both circumstances clearly apply to the benefits of the coordinated activity in 

which business consists: they are limited (but not dramatically so) and they are easily 

transferred (either directly or by market exchange). The third condition is internal: the self-

interested bias in each of us. Naturally this condition does not mean that the emergence of 

justice depends on us being pitiless egoists. It simply mean, as Hume stated, that even if there 

are people who care more for others than for themselves, and virtually every one may 

occasionally care more for the good of some others than for his or her own good, in general 

people is more interested in their own goals, and those of their close circle of relatives and 

friends. It is because of this general fact that justice is, again, necessary. Distribution problems 

would disappear if people acquired the habit not to claim anything for themselves. 

Contemporary thinkers have elaborated on these ideas. Phillips (2003) follows Rawls in 

signaling the conditions for a fairness principle to be the foundation of stakeholder obligations. 

While a fairness principle actually pre-supposes engagement in a just cooperative scheme, 

some of the conditions mentioned by Phillips are also conditions for justice. Among them: the 

possibility of mutual benefit from cooperation; the necessity to impose constraints on all (or 

most) parties to the scheme; presence of the free-rider problem; and voluntary acceptance of 

the benefits derived from the scheme. 

Definitions of the firm that deny that organizations are a locus for justice bear the 

burden of the proof. It is clear that modern corporations can be modeled as cooperative 

schemes that exhibit the circumstances of justice. 
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Several disciplines converge in that justice –and its correlate individual dispositions to 

value fairness and to be disposed to act to defend it– emerge as an advantageous individual 

disposition. Evolutionary biology, evolutionary game theory, and experimental economics, 

have revealed that cooperation around equitable distributions of benefits is an attractor for 

non-altruist agents (Axelrod: 1984; Frank: 1988; Skyrms: 1996, 2004; Binmore: 2005; Joyce: 

2006). The folk theorem in game theory is adduced as explanation that cultural evolution 

favors egalitarian social arrangements, even if they demand strong commitments of the part of 

everybody. 

In fact, many social and group arrangements may be stable (as well as rationally 

justifiable) that are not, strictly speaking, in accordance with a principle of justice. However, 

chances are that working social arrangements show a strong normative bias towards justice: 

that is, agents tend to prefer fair outcomes, and they are prepared to punish defectors at a 

cost to themselves. This could not be explained by standard decision theory (Frank: 1988; 

Danielson: 1998, 1992). Therefore, all indicates that the way our rationality works in social 

contexts includes a factor that standard decision theory overlooked, namely, a propensity, or 

ability to detect cooperation opportunities and take the risk of embarking in cooperation on 

the hope that a just stable equilibrium will emerge. Surely this is an evolutionary trait 

reinforced by our cultural evolution (Binmore: 2005). 

One lessons from this may be that if cooperative behavior shaped by the ideas of 

equitable (even egalitarian) distribution emerges even in a context as formal and contradictory 

with our common perceptions of morality as the experimental environment in a Business 

School (Lenz: 2008; Sacconi and Faillo: 2009), or the computer models specifically designed to 

test the possibility of the emergence of cooperation among disinterested agents (Skyrms: 

2004; Bicchieri: 2006; Francés and Del Rio: 2008), then, a fortiori, it can be expected to have a 

role in organizations designed to coordinate human efforts towards a common end. 

 

5. Natural economic justice as the source of values. 

When organizations are analyzed as environments for justice, the role of ethics 

understood as legitimate stakeholder management shows itself. Provisions for legitimate 

stakeholder management, along with its attached psychological and social incentives, are part 

of the solution for the coordination problem that firms exist to solve. Legitimate stakeholder 

management is the device through which corporations get in line with individual dispositions 

to conditionally cooperate in the presence of (acceptable levels of) justice. This device extends 

opportunities for everyone, while keeping low the level of coercion necessary to carry 

coordinate activities on. Justice makes enhanced welfare and liberty as compatible as possible. 

The story about the invention of justice may be told in strict evolutionary terms 

(Binmore: 2005; Frank: 1988; Joyce: 2006). A story about the justification of business ethics 

may adopt the same tone: organizations that manage to embody principles, attitudes, policies 

and values that pass the test of justice are more likely to survive and reproduce themselves, 

since the level of willing cooperation will be higher. Both the whole organization as a group 
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and each individual within it will be expected to fare better than alternative organizations. It is 

true that they would invite opportunism. But in the face of widespread opportunism a new 

and more sophisticated variety of morality would surely appear: a cautious one. And this is the 

kind of morality that actually triumphs. It is composed of dispositions to cooperate as well as 

dispositions to punish non-cooperators (and reward reciprocal cooperation). And it includes an 

acceptably trustworthy sense to detect opportunists that approach us disguised as 

cooperators. 

However, it would be awkward to keep this evolutionary tone when talking about 

formal humane institutions. Given our freedom and understanding, there is no need for us to 

wait for an advantageous ‘mutation’ that makes organizations moral. We can choose to 

progress. As Hume put it (1978, p. 484), “Mankind is an inventive species”, and the invention 

of justice is “obvious and absolutely necessary”. Actually, as it was stated in section 2, this is 

what business ethics should be about. Firms that adopt a stakeholder approach can be 

interpreted as moving from a sub-optimal equilibrium towards an optimal one. But for the new 

arrangement to be stable, we know it must be (sufficiently) just7. Therefore, justice is one of 

the key characteristics we must include, if we are fully rational. In other words, we do not have 

to wait until nature invents the justice of organizational dynamics. We can anticipate evolution 

by inventing it ourselves. Our cognitive skills allow us to do it. Let us sketch how. 

Justice is the name we give to the virtue exhibited by arrangements that make nearly 

everyone better off than thinkable alternative ones. Often, a reform that brings a group closer 

to the frontier of possibilities implies a loss over the status quo for some. In these cases, 

resistance must be expected. But even losers in this game have the cognitive and affective 

capacity to understand how and why the new equilibrium is a collective improvement. This is 

the unique power of justice. Losers may try persuasion to maintain the arrangement that is 

tilted in their favor, but they can hardly claim they have a reason other than pure self-interest 

to defend their advantage. 

The process business ethics consists in has been described with great detail by Sacconi 

(2006, 2007). The idea behind this process is that, even if it is true that hypothetical contracts 

are not binding on us, they serve as a heuristic device to reflect on the conditions under which 

our cooperative scheme might be more efficient and stable. Binmore (2005) has shown that 

this happens when the distribution of the cooperative surplus is divided among cooperators 

according to the Nash bargaining solution. There is no real bargaining going on. The idea of the 

rational bargaining is just a tool to single out one of the many possible solutions to the 

distributive problem. The Nash bargaining solution has several special characteristics. First of 

all, it agrees very much with our social ideas about fair distributions (among which equality 

and proportionality are so important). Second, it can be proved that it helps the moving from 

lower to higher equilibrium points. To understand this, imagine the transition from a 

totalitarian regime (less just) to a democratic one. Suppose that everyone will be better off in a 

democratic regime. However, it may be that, during the transition period, some groups are 

forced to give up privileges. These groups may have the temptation to use the power they still 

retain to shift the transition path to their own advantage, abusing other groups that, having 

invested in the transition to democracy, may prefer a second or third best to the backward 
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move to the former status quo, in which they would be now more vulnerable than they 

previously were. It is important that the path of the transition process assures that at any 

given time, the prospects for those who want to call the process off and have the power to do 

so, are less attractive than the expected payoff of going ahead. It is a technical issue too 

complex for this paper, but Binmore shows that only if the new equilibrium is a Nash 

bargaining solution, the dynamics of reform can be set in motion without fear of obstruction. 

The Nash bargaining solution gives us a norm about how to distribute the cooperative 

surplus. But this norm is far from being an abstract consideration. Rational bargaining may 

take into account lots of local, cultural and personal circumstances. Our sense of justice is 

related with the idea of an original position as neutral and impartial as possible: the idea, so to 

say, of imagining in the shoes of each other. But this exercise of impartiality is entirely 

compatible with a proper description of the bargaining problem at hand. Justice may be 

universal as a procedure, but its content may be defined locally. This does not happen with 

universal rules such as human rights. They are supposed to be applied, not to be discussed 

about. The resort to an original position is a procedure to select a distributive norm, but the 

selected norm may very well reflect particular circumstances and group views about issues. 

They are included in the description of the hypothetical bargaining problem. The solution of 

that problem, however, does not simply reproduce conventional values. The solution is 

rational: it embodies the demands of justice. It may work as a rational principle to check 

current conventions, or to propose reform on rational grounds. 

This, clearly, is not the same as embracing general theories of justice (as Rawls’s) as 

grounds for accepting ethical rules (such as human rights) that must be considered valid at a 

supra-organizational level. Neither it is the same as accepting the larger social consensus on 

moral matters as a constraint on the (otherwise unconstrained) corporate rules and policies. 

Submitting to general legal or moral principles may be done out of conviction or out of 

prudence. Endeavoring to set up fair structures for a particular organization can only be done 

out of conviction: it is a rational endeavor. 

Our suggestion is that this endeavor is meaningful for each organization as a distinct 

web of stakeholders. This is the stuff of business ethics. And this endeavor towards justice is 

the rational basis for a collective ethical commitment to specific organizational values. 

It could be objected that, even accepting that justice is the basis of organizational 

ethics, justice can be interpreted differently. Ulrich (2008), for example, offers a grand theory 

of economic and business ethics supported by discourse ethics, itself an ethics of justice. Our 

view, however, is that, being an artificial virtue, justice should be conceived in the way that 

seems more compatible with its field of application. Our approach to justice assumes premises 

that are common in economic and business thought: methodological individualism, rationality 

as self-interest, trust on empirical evidence, conceptual economy. Besides, the methods of 

neo-contractarianism (Gauthier: 1984; Sacconi: 2000) are borrowed from economics. There 

are obvious ways of modeling justice with sophisticated economic tools. Soppe (2008) builds a 

Stakeholder Equity Model that is all but revolutionary8. In sum, the account of justice based on 

evolutionary evidence, game theoretical models and economic tools –the account that can be 
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termed natural economic justice– simply seems the kind of approach that may better fit 

business organizations. 

 The question which values are correct for organizations to hold can only be answered 

after specifying which organizations actually demand organizational ethical values. They are 

primarily large stakeholder organizations (quoted MNC’s, are the typical example). For this 

particular kind of organization, natural economic justice seems to be the appropriate source of 

a common ethics; therefore the source of their legitimate organizational values. 
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1
 For a detailed account of the conception of business ethics as mainly organizational ethics, see Lozano: 

1999.  

2
 Since we are not concerned here with Hume’s interpretation, we are not going to delve into discussing 

this view. Hume (1978; p. 482-484) asserts both that justice is an artificial virtue (as opposed to natural 

virtues) and that it is natural, since it derives from the natural use of our understanding and knowledge 

of our natural condition and dispositions. By artificial he seems to imply that it is a human convention 
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(that erects the laws of property and other basic laws of society), but at the same time he denies that it 

is arbitrary.  

3
 For a summary of the debate about the normative/descriptive/instrumental distinctions within 

stakeholder theory, see, Phillips (2003, Ch. 4); and of course Donaldson and Preston: 1995. 

4
 Although extremely simplified, we take this to be a correct view of stakeholder theory as developed by 

Freeman (1984). The ethical component of the theory appears more clearly in Evan and Freeman (1988).  

5
 Wieland (2003, 2004) exemplifies this approach. 2004 develops a complete value-management 

system. 

6
 Cfr. Cowton: 2008, p. 14-15. 

7
 We are not being particularly specific here when talking about justice. References to Binmore (2005) 

and Sacconi (2006) may not be sufficient for the unfamiliar reader. One simple specification, drawing on 

the neo-contractarian tradition of Gauthier (1986) would be as follows: we call just to the distribution 

that would result from a rational bargaining among self-interested individuals placed in the 

circumstances of justice (being disposed to cooperate for mutual benefit o n the conditions that others 

do the same). The accepted outcome of a rational bargaining is the Nash solution for the bargaining 

game. However, when talking about justice of an institution we are not directly concerned with 

distribution, but with the institutional arrangements that make a just distribution likely. Therefore we 

call just an organization whose rules and structure increase the probability that the final distribution of 

benefits approaches the Nash bargaining solution of the hypothetical bargaining game that models the 

organization. By analogy, the very rules and arrangements are sometimes called just/unjust.   

8
 Studying risks of several stakeholers, Soppe (2008) concludes that “depending on the character of the 

company, or the sector in which it performs, other stakeholders than shareholders may be optimally 

suited to own the residual rights.”  


