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In the following readings, the late Dr. Milton Friedman, a Nobel laureate, and Professor
Edward Freeman present different views on the role of ethics in business as well as the
role of business in society. But you also have the views of Michael Novak, Ronald Coase,
Jon Entine, and Marjorie Kelly as you study the depth of these difficult questions related
to the role of business in society. You can now add to your steps for resolving dilemmas
the additional factor of your position and the position of the company and those indivi-
duals involved as to the role of business in society.

Reading 3.1
The Social Responsibility of Business Is to Increase Its Profits"

Milton Friedman

When I hear businessmen speak eloquently about the “social responsibilities of business
in a free-enterprise system,” I am reminded of the wonderful line about the Frenchman
who discovered at the age of 70 that he had been speaking prose all his life. The busi-
nessmen believe that they are defending free enterprise when they declaim that business
is not concerned “merely” with profit but also with promoting desirable “social” ends;
that business has a “social conscience” and takes seriously its responsibilities for provid-
ing employment, elimifiating discrimination, avoiding pollution, and whatever else may
be the catchwords of the contemporary crop of reformers. In fact they are—or would be
if they or anyone else took them seriously—preaching pure and unadulterated socialism.
Businessmen who talk this way are unwitting puppets of the intellectual forces that have
been undermining the basis of a free society these past decades.

The discussions of the “social responsibilities of business” are notable for their analytical
looseness and lack of rigor. What does it mean to say that “business” has ibilities?
Only people can have responsibilities. A corporation is an artificial person and in this sense
may have artificial responsibilities, but “business” as a whole cannot be said to have respon-
sibilities, even in this vague sense. The first step toward clarity in examining the doctrine of
l‘ the social responsibility of business is to ask precisely what it implies for whom.

Presumably, the individuals who are to be responsible are businessmen, which means
individual proprietors or corporate executives. Most of the discussion of social responsi-
bility is directed at corporations, so in what follows I shall mostly neglect the individual
proprietor and speak of corporate executives.

In a free-enterprise, private-property system, a corporate executive is an employee of
the owners of the business. He has direct responsibility to his employers. That responsi-
bility is to conduct the business in accordance with their desires, which generally will be
to make as much money as possible while conforming to the basic rules of the society,
both those embodied in law and those embodied in ethical custom. Of course, in some
cases his employers may have a different objective. A group of persons might establish a
corporation for an eleemosynary purpose—for example, a hospital or a school. The

“1Source: Milton Friedman, *The Social Responsiility of Business Is to Increase Its Profits,” New York Times Maga-
zine, September 13, 1970, 32-33, pp. 122-126. Copyright © 1970 by The New York Times Company.
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ran for Congress, the House Committee on Interstate and
i found—and 1 quote—
. ... In some instances, the

Foreign
“drug use exists . . - in all sports and levels of competition.

degree of improper drug use—primarily amphetamines and anabolic steroids—can

only be described as alarming.”

The Committee’s chairman—Harley Staggers—was concerned that making those
d might actually en-

findings public in a hearing would garner excessive attention an
courage teenagers to use steroids. Instead, he quietly met with the commissioners of

the major sports, and they assured him the problem would be taken care of.

Chairman Staggers urged Baseball Commissioner Bowie Kuhn to consider instituting
tough penalties and testing. And he trusted Commissioner Kuhn to do that. In fact,
in a press release in May 1973, Chairman Staggers said—and again 1 quote—“Based

on the constructive responses and assurances I have received from these gentlemen, I

think self-regulation will be intensified, and will be effective.”

But as we now know from 30 years of history baseball failed to regulate itself.

Let's fast forward to 1988. Jose Canseco was widely suspected of using steroids. Fans

in opposing parks even chanted the phrase “steroids” when he came t0 bat. But ac-

cording to Mr. Canseco, 10 one in major league baseball talked with him or asked

him any questions about steroids. He was never asked to submit to a drug test. In-
stead, he was voted the American League’s Most Valuable Player. "

In 1991, Fay Vincent, then baseball’s commissioner, finally took unilateral action and

released a Commissioner’s Policy that said “the possession sale, or use of any illegal
drug or controlled substance by Major League players and personnel is strictly prohib-
ited. . . . This prohibition applies to all illegal drugs and controlled substances, includ-
ing steroids.” This policy didn’t give Major League Baseball the right to demand that

layers take mandatory drug tests, but it was a step in the right direction and demon-
strated the league’s authority to act on its own to respond to allegations of steroid use.
ointed commissioner and replaced Mr. Vincent. One year

In 1992, Bud Selig was app
later, in 1993, the Centers for Disease Control reported that 1 in 45 teenagers had

used illegal steroids.

In 1995, the first of @ series of detailed investigative reports about steroid use in
baseball was published. The Los Angeles Times quoted one major league general
manager who said: “We all know there’s steroid use, and it’s definitely become

more prevalent. . .- I think 10% to 20%.” Another general manager estimated that

steroid use was closer 0 30%.
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industry? I don’t know.”
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In 1997, the Denver Post investigated the issue, reporting that as many as 20% of

big league ballplayers used illegal steroids.

In 1998, baseball hit the height of ifs post-baseball stri
and Mark McGwire both shattered Roger Maris’s home run record.
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reported that 1 in 27 teenagers had used

In 1999, the Centers for Disease Control
illegal steroids.

n Red Sox infielder had steroids seized from his car. Three
months later, the New York Times published a front-page story on the rampant use
of steroids by professional baseball players. And here’s what a major league spokes-
man said the very same year: “steroids have never been much of an issue.”

In June 2002, Sports Tllustrated put steroids on its cover and reparted that baseball
“ad become a pharmacological trade show.” One major league player estimated

that 40% to 50% of major league players used steroids.
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rate of 5% is hardly a sign that you have rampant use of anything.”

The same year, the Centers for Disease Control reported that 1 in 16 high school

students had used illegal steroids.

The allegations and revelations about steroid use in baseball have only intensified in
recent months. We have learned that Jason Giambi, a former most valuable player,
Gary Sheffield, and Barry Bonds, who has won the most valuable player award
seven times, testified before a federal grand jury in San Francisco about their steroid

use.

1 and Prevention tells us that more than 500,000 high
school students have tried steroids, nearly triple the number just ten years ago. A sec-
ond national survey, conducted in 2004 by the National Institute on Drug Abuse and
the University of Michigan, found that over 40 percent of 12th graders described ster-
oids as “fairly easy” or “very easy” to get, and the perception among high school stu-
dents that steroids are harnful has dropped from 71 percent in 1992 to 56% in 2004.

The Centers for Disease Contro
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getting a scholarship. It’s time to break that cycle, and it needs to happen from the
top down.

When I go to Little League opening games these days, kids aren’t just talking about
their favorite teams’ chances in the pennant race; they’re talking about which pro
players are on the juice.

After the 1994 MLB players strike, rumors and allegations of steroid use in the
league began to surface. Since then, long standing records were broken. Along with
these broken records came allegations of steroid use among MLB’s star players.
Despite the circulating rumors of illegal drug use, MLB and the Players Association
did not respond with a collective bargaining agreement to ban the use of steroids
until 2002. The result was an almost decade long question mark as to, not only the
validity of the new MLB records, but also the credibility of the game itself.

In February of this year, former MLB All-Star Jose Canseco released a book that not
only alleges steroid use by well known MLB players, but also discusses the prevalence
of steroids in baseball during his 17-year career. After hearing Commissioner
Bud Selig’s public statements that MLB would not launch an investigation into
Mr. Canseco’s allegations, my Ranking Member Henry Waxman wrote me asking
for a Committee hearing to, quote, “find out what really happened and to get to
the bottom of this growing scandal.” End quote. Furthermore, today’s hearing will
not be the end of our inquiry. Far from it. Nor will Major League Baseball be our
sole or even primary focus. We're in the first inning of what could be an extra
inning ballgame.

This is the beginning, niot the end. We believe this hearing will give us good informa-
tion about the prevalence of steroids in professional baseball, shine light on the
sometimes tragic results of steroid use by high school and college athletes, and pro-
vide leads as to where to take our investigation next.

Leads from Senator Bunning about how to restore integrity to the game.

Leads from medical experts about how to better educate all Americans about the
very real dangers of steroid use.

Leads from parents whose stories today will poignantly illustrate that, like it or not,
professional athletes are role models, and their actions can lead to tragic imitation.

We are grateful to the players who have joined us today to share their perspectives
on the role and prevalence of performance enhancing drugs in baseball. Some have
been vocal about the need for baseball to address its steroid problem; I applaud them
for accepting this calling.

Others have an opportunity today to either clear their name or take public responsi-
bility for their actions, and perhaps offer cautionary tales to our youth. In total, we
think the six current and former players offer a broad perspective on the issue of
steroids and baseball, and we’re looking forward to hearing from all of them.

Finally, we are fortunate to have with us a final panel of witnesses representing MLB,
the Players’ Association, and front office management. This panel is, quite frankly,
where the rubber will meet the road. If the players are cogs, this is the machine. If
the players have been silent, these are the enforcers and promoters of the code.

Ultimately, it is MLB, the union, and team executives that will determine the
strength of the game’s testing policy. Ultimately, it is MLB and the union that will
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| Oh, somewhere in this favored land the sun is shining bright;

The band is playing somewhere, and somewhere hearts are light;
And somewhere men are laughing,
until the truth comes out?

players’ testimony:

mmy Sosa, and Mark McGwire,

and somewhere children shout;

But there is no joy in Mudville—
s from the players’ and former
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Jose Canseco, whose

all used steroids:
one message. The preface makes my

+ I wrote was meant to convey
do not condone or encourage the use of any particular drugs,
I did not write my book to single

medicine, or illegal substances in any aspect of life.
out any one individual or player. I am saddened that the media and others have

| chosen to focus on the names in the book and not on the real culprit behind the

issue.
Because of my truthful revelations I have had to endure attacks on my credibility. I
long since buried and

have had to relive parts of my life that I thought had been
gone. All of these attacks have been spurred on by an organization that holds itself

wbove the law. An organization that chose to exploit its players for the increased
revenue that lines its pockets and then sacrifice those same players to protect the

t web of secrecy that was hidden for so many years. The time has come to end this
secrecy and to confront those who refuse to acknowledge their role in encouraging
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| The book tha
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Baseball owners and the players union have been very much aware of the undeni-
able that as a nation we will do anything to win. They turned a blind eye to the
cear evidence of steroid use in baseball. Why? Because it sold tickets and resurrected
a game that had recently suffered a black eye from a player strike.

| . .
| In answer to a question, Mr. Canseco said,

It was as acceptable in the late '80s and the mid-"90s as a cup of coffee.'”

now retired, and a record holder:
to answer questions about who took steroids in fron
of television cameras, will not solve this problem. If a player answers “no,” he simp!

will not be believed. If he answers “yes,” he risks public scorn and endless govern-
ment investigations. My lawyers have advised me that I cannot answer thes
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B did nothing to take it out of
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| Mark McGwire,

| Asking me, or any other player,
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(EventiD=1637. Accessed April 28, 2010
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questions without jeopardizing my friends, my family or myself. I intend to follow
their advice.'**

Curt Schilling, a Boston Red Sox player, also made a statement that included the
following:

First, I hope the Committee recognizes the danger of possibly glorifying the so-called
author scheduled to testify today or by indirectly assisting him to sell more books
through his claims that what he is doing is somehow good for this country or the
game of baseball. A book which devotes hundreds of pages to glorifying steroid usage
and which contends that steroid usage is justified and will be the norm in this coun-
try in several years is a disgrace, was written irresponsibly and sends exactly the
opposite message that needs to be sent to kids. The allegations made in that book,
the attempts to smear the names of players, both past and present, having been
made by one who for years vehemently denied steroid use should be seen for what
they are, an attempt to make money at the expense of others. I hope we come out of
this proceeding aware of what we are dealing with when we talk about that so-called
author and that we not create a buzz that results in young athletes buying the book
and being misled on the issues and dangers of steroids.">®

Rafael Palmeiro, a Baltimore Oriole at the time of the hearing, and former Texas
Ranger, testified, “I have never used steroids. Period. I don’t know how to say it any
more clearly than that. Never. The reference to me in Mr. Canseco’s book is absolutely
false.” By August 2005, Mr. Palmeiro would be the first big-name player to be suspended
under the tougher policies ‘that Commissioner Selig described at the congressional hear-
ings. By the time of the Palmeiro suspension, there had been six other players suspended
for testing positive. Mr. Palmeiro was suspended for 10 days following a drug test that
was positive for the presence of steroids."?® Several people associated with MLB said that
the league was aware of the positive test about one month before the suspension was
announced but allowed Mr. Palmeiro to hit, as it were, the milestone of 3,000 hits before
suspending him. MLB took out a full-page ad in major newspapers to congratulate
Mr. Palmeiro on his achievement, only one of four players in the history of the game
to reach 3,000 hits and 500 home runs. He was then suspended. Congress also investi-
gated Mr. Palmeiro for perjury but concluded it could bring no charges because there
was too much time elapsed from when he testified and when he tested positive for ster-
oids. There was no way to establish that he had used steroids prior to the hearing.

The regulatory process was stalled, but the Justice Department and local prosecutors
continued their pursuit of the players. The battle over the use of the drug-testing results
began when the Major League Baseball Players’ Association—the union representing ath-
letes who play for Major League Baseball filed a motion to quash the subpoenas that had
been issued to the labs. The federal government then obtained warrants and conducted
the searches at several labs. The documents the government obtained in those searches
included a twenty-five-page master list of all MLB players tested during the 2003 season
and a thirty-four-page list of positive drug testing results for thirty-four players.

However, federal district courts dealt the prosecution efforts a blow when federal
judges ordered the government to return evidence agents had seized from private labs,
including the names of drug tests results of over 100 Major League Baseball players.
The evidence, and the names included, had been seized as part of an investigation into

"24http://reform.house.gov/GovReform/Hearings/EventSingle.aspx?EventD=1637 Click on Mark McGwire. Accessed
April 28, 2010.

"2http://reform.house.gov/GovReform/Hearings/EventSingle.aspx?EventlD=1637. Accessed April 28, 2010.
"28Bill Pennington, “Baseball Bans Longtime Star for Steroid Use,” New York Times, August 2, 2005, p. Al.
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possible perjury charges against some of the players. The federal prosecutors appealed to
the Ninth Circuit Court of Appeals and in a 2-1 decision the federal appellate court ruled
that the federal government’s raid of testing labs in California and Nevada that yielded
positive test results was a constitutional search and seizure and that the information
could be used for prosecution of the players. San Francisco player Barry Bonds was in-
dicted in November 2007 on federal charges of perjury before a grand jury as a result of
this investigation that included evidence seized from Balco, Bay Area Lab Cooperative,
one of the alleged suppliers of steroids to the baseball players.

As the government’s case proceeded, MLB hired former Senator George Mitchell in
March 2006 to conduct an investigation into the steroid issue in baseball as well as de-
termine whether the MLB’s policies were working. However, there was resistance to the
choice because Mr. Mitchell serves on the board of directors for the Boston Red Sox.
Undaunted, former Senator Mitchell began an investigation that hit a roadblock when
players refused to talk with him. Faced with litigation, Jason Giambi of the New York
Yankees agreed to cooperate with Mitchell.'>” Mitchell pursued Giambi because he testi-
fied before a grand jury in 2003 that he had used steroids and in an interview with USA
Today said, “What we should have done a long time ago was stand up, players, owner-
ship, everybody, and say, ‘We made a mistake.”'28

Congress has continued its involvement and oversight with Rep. Henry Waxman of
California, the chair of the committee that conducted the 2005 hearings, who said, “Fed-
eral legislation may be needed to restore confidence in the integrity of the game.”'?

In 2006, two reporters published Garme of Shadows, a book in which steroid use by
Barry Bonds and other players was not only obvious but had been testified about at the
grand jury. Commentators have noted that Mark Fainaru-Wada and Lance Williams did
the research and asked the tough questions that MLB should have, and the result was a
damning book that has resulted in Bonds being booed by baseball fans in every stadium
he enters. Tommy Lasorda said that if there were any celebrations for Bonds upon
breaking the record, he would not join in, “For me, records were meant to be broken,
but you don’t do it by cheating. When you’re stealing signs, that's all part of the game.
But when you cheat to that degree, it's not good at all.”!*

On December 13, 2007, former Senator George Mitchell released his report on steroid
use in major league baseball to Commissioner Bud Selig. The full report and the execu-
tive summary can be found at mlb.com.

Mr. McGwire, Alex Rodriguez, and others have confessed to steroid use. Roger Clem-
ens was indicted in 2010 for lying to Congress under oath about his steroid use. Mr.
Bonds and Mr. Rodriguez both passed the 600 mark on home runs.

Discussion Questions

1. What s the responsibility of MLB with regard given time? Does this argument excuse any
to the steroid issue? Be sure to apply some of responsibility on the part of MLB?
the ethical analysis models you have studied. - Do you see any rationalizations for the steroid
Couldn’t MLB argue that it is not an enforce- use or the lack of an effective policy on its use
ment agent, and it has no way of determining in MLB?
whether every player is using steroids at any

iambi Set to Cooperate with Mitchell,” USA Today. June 22, 2007, p. 1C.

**Howard Fendrich, *Congress: Not Enough Evidence Against Paimeiro for Perjury Charges.” AP wire report, Novem-
ber 10, 2005.
"2°Bob Nightengale, “Lasorda to Pass on Any Festivities for Bonds.” USA Today. May 12, 2006, p. 1C.
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3. What is the responsibility of MLB and the
players to the young people who are using
steroids?

4. Discuss the Canseco allegations that MLB just
wanted revenue and turned a blind eye to ste-
roid use. Apply the various social
responsibility theories to this point and dis-
cuss the flaws in this competitive model.
How does its conduct with Mr. Palmeiro
affect your discussion of this question?

5. Commissioner Selig offered the following in
his testimony, “I should also say a word about
our players. For some time now the majority
of our great and talented athletes have deeply
_and rightly—resented two things. They have
resented being put at a competitive disadvan-
tage by their refusal to jeopardize their health
and the integrity of the game by using illegal
and dangerous substances. And they have
deeply—and rightly—resented the fact that
they live under a cloud of suspicion that taints
their achievements on the field” Using his
statement, explain how unethical behavior
hurts those who comply with the rules. Apply
these same principles to academic dishonesty.

6. When he was inducted into Baseball’s Hall of
Fame in 2005, Ryne Sandberg said, “I didn’t
play the game right because 1 saw a reward at
the end of the tunnel. I played the game right
because that’s what you're supposed to do!

Mark McGwire was eligible for the Hall of
Fame in 2007. Barry Bonds broke Hank Aar-
on’s home-run record in 2007, but did so be-
fore he was indicted for perjury. The debate

Case 3.14

over their induction into the Hall of Fame
continues. Sports Illustrated has noted that
Barry Bonds could end up “in baseball purga-
tory with Pete Rose.”'** What lessons about
ethics do the McGwire and Bonds outcomes
and controversy provide?

. As of 2010, the criminal investigations were

still pending as federal courts grappled with
the issue of whether to admit laboratory re-
cords as evidence in the criminal prosecutions
of baseball players. Mr. Clemens filed suit
against Brian McNamee, his former trainer,
for defamation because his trainer testified
that Mr. Clemens had used steroids. The
suit, however, was dismissed because of Mr.
McNamee's privilege for testifying under
oath as well as the publication of a body of
evidence in the book American Icon: The
Fall of Roger Clemens and the Rise of Steroids
in America’s Pastime, which included the fol-
lowing quote:
Clemens was determined to prove he
wasn't fading, and McNamee, having
just arrived at the Show, was committed
to staying there. So there would be other
injections, but with the first one the two
men crossed a stark line into territory
they would never escape. Clemens be-
came a cheater, and McNamee became
his enabler.'**
Are there any lessons about a credo here?
What is the role of pressure in our ethical
analysis?

Michael Vick, Dogs, Rush Limbaugh, and the NFL

The NEL has been under increasing public criticism because of its failure to take definitive

action when its players are involved in crimin:

Falcons quarterback Michael Vick signed a con
ing released from federal prison, having served an 18-month sentence for pleading
guilty to dog-fighting and conspiracy charges. The contract with the Eagles is a two-year

contract, with $1.6 million for the first y

$5.2 million.

al conduct. For example,
tract with the Philadelphia Eagles after be-

former Atlanta

ear and an option on the second year for

The NEL, however, retained some control over the contract. Mr. Vick was at first per-
mitted only to practice with the team and not permitted to play until the third preseason

game. Also, both Mr. Vick’s NEL play approval

and his contract with the Eagles have a

so-called morals clause. That is, if Mr. Vick violates any of the terms of his probation,
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