MUSINGS

Business and
the Decline of Kings

Thoughts on the democratic story at the heart of capiralism

T WAS ALMOST COMICAL, really, the

two of them—one liberal, one con-

servative—virtually leaping from

their seats in a rage at what I was

saying. The occasion was my lecture

at Ohio University’s business school,
and I had come with my trusty overheads
about “TenTrends Toward Socially Respon-
sible Business.” My point was simple: Capi-
talism has advanced ethically since the time
of the Robber Barons, is still advancing to-
day, and is moving toward a new model of
“Capitalism at Its Best.” I had barely finished
when the first one leapt.

“How can you say business is morally
advanced?” demanded a student (seated,
appropriately, on my left). “Pollution is ram-
pant, sweatshops are still a fact of life” ... and
so forth. I spoke a moment about progress
not being the same as perfection, and turned
in time to see the other one leap. It was a
faculty member (appropriately, on my right),
saying that “the only social responsibility of
business is to make a profit, and business-
people will never believe anything else.”

I almost laughed. Here they were in the
flesh, two poles of complaint; a) that busi-
ness doesn’t have enough morality; b) that
it ought not to have any at all. Both enraged
by the assertion that a smidgen of moral
progress might have been made by business.
Why? :

The underlying reason, I think, is that
business today is at a conceptual turning
point between an old ethic and a new. And
people are tugging at the hinge: trying to
push morality into business, trying to push
it out. What we’re disagreeing about is the
fundamental story at the heart of capitalism,
and whether morality has any place in that
story.

It’s a big question, one we can’t ad-
equately grapple with until we see it in con-
text—as a chapter in the moral narrative of
Western civilization. When we look at that
broader story, we see that in the last two cen-
turies, since the time of the American and
French Revolutions, history has had a single,
identifiable direction: tke decline of the monar-

6 » BUSINESS ETHICS -

BY MARJORIE KELLY

The morality of
business is one chapter
in the progress of
civilization from
monarchy to
democracy.

chy, and the rise of democracy. Put another way,
the central moral task of Western civilization,
for two centuries, has been the broadening of
rights and human dignity beyond a small,
aristocratic elite, to a larger and larger base
of humanity. The changes in business today
can best be understood within this story.

THE RISE OF DEMOCRACY around the globe
has been most provocatively analyzed by
Francis Fukuyama in The End of History and
the Last Man (The Free Press, 1992). He
points out that the liberal democratic form
of government has grown from three nations
in 1790 (the U.S., France, and Switzerland)
to sixty-one nations in 1990—from Austra-
lia to Sri Lanka. Declaring that the growth
of democracy is “the most remarkable
macropolitical phenomenon of the last four
hundred years,” Fukuyama suggests it rep-
resents “a common evolutionary pattern for
allhuman societies”—something like a “Uni-
versal History of mankind.”

Taking his argument further, I would
emphasize that the rise of democracy has
gone hand in hand with the demise of the
monarchy. For as we grow toward a world
with rights and dignity for all, we grow away
from a world that reserves rights and dignity
for the royalty and the aristocracy alone.

When we use this paradigm—the move-
ment from monarchy to democracy—we can
see that it extends beyond government to all
of our most profound historical struggles: not
only the American Revolution, but also the
emancipation of the slaves, the vote for
women, and rights for labor. All such
struggles come down to a single question: Do

SEPTEMBER/OCTOBER 1993

the benefits of society exist to profit one class,
or one race, or one gender? Or do the fruits
of society, by rights, belong to all?

This question was first asked—not with
the philosopher’s pen but with the warrior’s
sword—at Runnymede in 1215, where King
John of England affixed his seal to the Magna
Carta, for the first time limiting the “divine
right of kings.” Though that document is
regarded as a symbol of the rights of com-
mon people, in its time it protected only the
upper classes, securing property rights for
barons and religious rights for the clergy. But
however halting and imperfect was this pro-
cess that began at Runnymede (the king
defied the Magna Carta as soon as it was
signed), once begun, it could not be stopped.

HE INDUSTRIAL REVOLUTION,

interestingly enough, was a

major force that eroded the

ground beneath the monar-

chy—a process that historian

David Cannadine says began
in Great Britain in the 1880s. In his fasci-
nating study, The Decline and Fall of the Briz-
ish Aristocracy (Anchor Doubleday, 1990),
he sketches out that lost world that most
Americans can scarcely imagine: an aristo-
cratic order that endured for 500 years, in
which the landed gentry had an unchal-
lenged grip on society—its financial re-
sources, political power, and social position.
The genteel classes lived a leisured existence,
in which working was considered “common”
and privilege was won by birth. When the no-
bility looked out upon the world, they saw
inferior races, subject peoples made to be
ruled—and themselves as ordained by God
to sit atop the “great chain of being” that or-
dered all of existence. They were the “lords
of the earth.”

The notion of aristocratic privilege at
home extended to a notion of colonial privi-
lege abroad. And at the height of imperial
reach in 1914, the Western powers (France,
the U.S., and most of all Britain) controlled
85 percent of the earth as colonies, protector-
ates, and commonwealths.
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While this aristocratic order
may seem unjust to the modern
mind, “To most people, this was
the natural order of things,”
Cannadine writes. It was a time
when the world was for the few.

What the whole order rested
on was ownership of land, and
when the Industrial Revolution
brought a worldwide collapse in ag-
riculture, it was the beginning of the
end. Two world wars took a further
toll, leaving monarchies over-
thrown and hereditary titles out-
lawed in many lands. Today, the
monarchies that remain have
largely traded power for pomp, and
the mighty House of Windsor is
little more than a tourist attraction.

But while there were histori-
cal forces at work against the aris-
tocracy, there were human forces
as well—in the form of a rising cry
for democracy and equality. The American
Revolution was of course explicitly anti-
monarchical, for it was the revolt of a colony
against the crown. The privileges of the
“aristocracy of wealth” must be destroyed,
Thomas Jefferson wrote, “to make an open-
ing for the aristocracy of virtue and talent.”

While the traditional aristocracy came
undone, however, it remained a potent force
in human affairs—not as a form of govern-
ment, but as a frame of mind that declared
special privileges for one class above others.
For within democratic America, a new form
of aristocracy reared its head: the Robber
Barons, or as they were called in various in-
carnations, the “railroad kings” or the “lords
of capital.” Privilege and wealth once belong-
ing to the titular aristocracy passed to what
Alexis de Tocqueville termed the “industrial
aristocracy.”

As Matthew Josephson wrote in his clas-
sic 1934 work, The Robber Barons (Harcourt,
Brace), these men exercised power over their
vast holdings “in a manner which closely
paralleled the ‘Divine Right’ of feudal
princes.” Thus George Baer, the president
of the Philadelphia & Reading Company,
could-—without irony—declare that indus-
trialists like himself were those “to whom
God has given control of the property rights
of the country.”

As the old aristocracy had looked out
and seen races fit to be ruled, the industrial
barons looked out and saw workers obliged
to be obedient. In the 1870s, Josephson
writes, Carnegie Steel began systematically
hiring immigrants “because of their docility.”
And after breaking the five-month Home-
stead strike, John D. Rockefeller said that
only “company unions” should be allowed,
in the time-honored relationship of “obedi-
ent servants and good masters.”

As we might expect, the workers who

rose up against these barons enlisted the lan-
guage of democracy. The Great Strike of
1877 was called the “Second American
Revolution,” and labor leader Samuel
Gompers called the Clayton Antitrust Act
“labor’s Magna Carta.”

ESPITE THE COMPLAINTS of
the young man on my left,
capitalism has made signifi-
cant moral strides since the
time of the Robber Barons.
Labor did win its main ob-

jective, the eight-hour day—though it took an
astonishing 100 years of protest and the loss
of countless lives. Interstate commerce was
regulated, labor won the right to organize,
food and drug laws were enacted, as were
minimum wage restrictions, and civil rights
protection. Gradually, and with great struggle,
the industrial aristocracy’s “divine right” to
run vast monopolies however they pleased
(“the public be damned,” as one declared) has
been restricted. And economic protections
have been increasingly extended to the many.
In economics, as in government, the monar-
chy has suffered decline and democracy has
grown. Notably, while the crown endured 600
years after the Magna Carta, the Robber
Barons were subdued in a century.

The democratizing process continues in
our day, often in less adversarial ways. Gen-
eral Mills announced in August it was ex-
tending stock options to all employees. The
same week, Northwest Airlines put union
representatives on its board (admittedly,
when it was on the verge of bankruptcy).
Events like these happen every week, and
they are signs that democratic capitalism is
spreading. In an April 1993 cover story, aptly

- titled “Emancipation Capitalism,” Inc. de-

clared that the old Us/Them style of man-
agement no longer works, and that a hand-

ful of companies are “quietly cre-
ating a wholly different approach to
business”—in which managers and
employees share information,
share authority, and through bo-
nuses or stock ownership, share fi-
nancial rewards. Inc. is not alone
in suggesting the financial superi-
ority of this form of management.
A Rutgers University study
showed that companies with 10
percent or more worker ownership
saw their stock prices grow 23 per-
cent in 1992, compared to 4 per-
cent growth for the Dow Jones In-
dustrials overall.

In other recent trends, we see
still more signs of unrest with the
financial aristocracy and of growth
in democratic forces: public distaste
with high CEO pay, widespread en-
dorsement of employee involve-
ment, the market dominance now
wielded by worker pension funds, and the
mushrooming of entrepreneurship.

In the face of these trends, it is histori-
cally naive to maintain—as the professor on
my right did—that the only social responsi-
bility of business is to make a profit. For
embedded in this statement are two separate
assertions: 1) that business has an obligation
to make a profit (and of course it does, for
without profit a business won’t survive); and
2) that business has no human responsibili-
ties beyond profit. The second is really the
only salient question—but it is & question
that our culture, in the form of law, has re-
solved. Would the professor seriously suggest
we remove all social limits to the pursuit of
profit? Should we do away with child labor
laws, perhaps, and work our children for
thirteen hours a day in sunless rooms, so that
we might add a few dimes to the bottom line?
Should we once again allow diseased car-
casses in our sausages?

What is at issue here is an essentially
moral question about capitalism. And it is
here we see the essence of the turning point
between the old ethic and the new. Two sides
are struggling to define the central story or
narrative of what capitalism is “really all
about”—for this narrative is the context that
lends our actions legitimacy. When the world
lived in the narrative of “the divine right of
kings,” a monarchy made perfect sense.
Democracy was born inside a new narrative,
that “all men are created equal.” And the
world can never be the same.

What is dawning now, in our society, is
a realization that an aristocratic narrative
about the self-interest of the few cannot serve
as the moral heart of a democratic economy.
For we no longer really believe that finan-
cial prosperity and well-being, by natural law,
are open only to the few. They must by rights
be open to all. <&
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