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Abstract                                                                                                              

Business ethics is important for business stakeholders and for the society at 

large. During the eighteenth and the nineteenth centuries liberalism and 

utilitarian movements had contributed to the rise of liberal capitalistic 

economic system. Utilitarian ethics holds a very important place not only in 

the field of ethics, but also in the corporate or business world. This paper 

makes an attempt to evaluate utilitarianism and discuss both the benefits 

and merits of the philosophy as well as point out its philosophical and 

practical limitations, drawbacks and inadequacies.  The conclusion in this 

respect is that due to many limitations, contradictions and problems in 

conceptualising and applying utilitarianism it is at best a partial success. 

Further, an attempt has also been made to look into utilitarianism from the 

point of view of spirituality especially the Indian spiritual tradition. The 

Indian spiritual tradition has all along the ages given the primary place in 

life to spirituality and the more materialistic and utilitarian aspects of life 

have been given a secondary and subordinate place.                          
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very society from times immemorial has maintained certain 

norms of conduct for its members. Even tribal societies had strict 

codes of conduct because survival of the tribe was the highest 

goal. As civilisations advanced, ethics became more and more refined and 

almost all aspects of society were affected and regulated it.  In this paper 

the emphasis has been on present day ethics as it affects modern business 

and its management. The paper also takes into consideration the higher 

values including the spiritual point view which includes as well as 

transcends ethics.    

Ethics is the field of study that examines human actions and considers 

their moral value. It tries to evaluate conduct of people on what is 

regarded as right or wrong. William Lillie defines ethics on these lines. He 

states that ethics is a normative science of conduct of human beings living 

in societies – science that judges this conduct to be right or wrong, good 

or bad or in some similar way.1 

The rightness or wrongness of actions is evaluated by ethical theories on 

the basis of certain moral standards or certain ways of distinguishing right 

from wrong.  

Business Ethics 

Business ethics is a specialised study of moral right and wrong. It 

concentrates on moral standards as they apply to business policies, 

institutions and behaviour. 2 

Business being a social activity cannot avoid ethics. As a part of the 

society, national or international, it has to observe certain ethical norms. 

E 
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Even if primary aim of business is profit it has to legitimise its motives 

and actions in terms of certain well accepted social norms.    

Business ethics although has theoretical aspects but it is more of applied 

ethics. It has both normative and descriptive aspects. Business ethics tries 

to find out and examine the ethical principles that should apply to 

business functioning, situations and problems.  

Business ethics focuses on the morality of three types of issues: 

 Relating to the corporate environment in which business houses 

operate,  

 Relating to corporate entities, their policies and practices, 

 Relating to the stakeholders in business entities as groups and as 

individuals.   

Utilitarianism 

Utilitarianism is amongst those theories and philosophies that form the 

bedrock of modern liberal democratic society and provide theoretical 

underpinnings for modern economics and business. It developed in 

Europe, particularly in England, during the eighteenth and nineteenth 

centuries. In ethics, utilitarianism is the doctrine that believes actions 

should be judged right or wrong on the basis of their consequences. 

Utilitarianism is therefore a form of consequentialism.  

Consequentialism, as its name suggests, is the view that normative 

properties depend only on consequences.3 According to the 

Encyclopaedia Britannica, the simplest form of consequentialism is 

hedonistic utilitarianism, which asserts that an action is right or wrong 
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according to whether it maximises the net balance of pleasure over pain 

in the universe.4 

In ethics utilitarianism is an important theory. In business management 

as wellutilitarian ethics occupies an important place. Two most important 

utilitarian philosophers out of many were Jeremy Bentham and John 

Stuart Mill. Jeremy Bentham presented one of the earliest fully developed 

systems of utilitarianism. There are two important features of his theory. 

First, Bentham proposed that a person calculate the consequences of 

each action he perform and thereby determine on a case by case basis 

whether the action is morally right or wrong. This in other words is act-

utilitarianism. Secondly, Bentham also said that the morality or 

immorality of an action is to be calculated from the result of actions in 

terms of pleasure or pain they produce. For him, pleasure and pain are the 

only consequences that matter in determining whether our conduct is 

moral. In other words greater the pleasure and lessor the pain that are 

derived from an action, the more moral is the action.  This aspect of 

Bentham’s theory is hedonistic utilitarianism.  

Utilitarianism was further refined and improved by J S Mill. It was defined 

by Mill in his book Utilitarianism (Mill, 1906), as the creed which accepts 

utility principle (which is the principle of maximising happiness and 

minimising pain) as foundation of morals. According to him in utilitarian 

morality the consequences of an action, whether that action gives 

happiness or pain, is the main criteria. Utilitarian morality believes that 

actions are right insofar as they increase happiness and pleasure and 

wrong to the extent they tend to produce pain and sorrow. Meaning of 
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happiness here is pleasure and avoiding of pain and meaning of 

unhappiness here is pain and the reverse of pleasure. Thus Mill says that 

actions are measured by their consequences and the amount of pleasure 

that all concerned derive from those consequences. The objectiveisto 

achieve the greatest happiness of the greatest number of people. 

So stated, the utilitarian principle involves four distinct theses:5 

1. Consequentialism: The principle holds that the rightness of actions is 

determined solely by their consequences. It is by virtue of this thesis 

that utilitarianism is a teleological theory. 

2. Hedonism: Hedonism is the thesis that pleasure and only pleasure is 

ultimately good. Utility is identified with pleasure and the absence of 

pain.  

3. Maximalism: A right action is one that has not merely some good 

consequences, but also the greatest amount of good consequences 

possible when the bad consequences are also taken into consideration. 

4. Universalism: The consequences to be considered are those of 

everyone. 

Utilitarianism has been divided into two types – act utilitarianism (as 

explained above) and rule utilitarianism.  

First, according to act-utilitarianism it would be morally wrong to waste 

time on leisure activities such as watching television, since our time could 

be spent in ways that produce a greater social benefit, such as charity. But 

prohibiting leisure activities doesnot seem reasonable. More significantly, 

according to act-utilitarianism, even specific acts of torture or slavery 
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could be morally permissible if the social benefit of these actions 

outweigh the disbenefit. 6 

Because of the contradictions and problems a revised version of 

utilitarianism called rule-utilitarianism was propounded which addresses 

these problems.  

According to rule-utilitarianism: 7 

a. An action is right from an ethical point view if and only if the action 

would be required by those moral rules that are correct. 

b. A moral rule is correct if and only if the sum total of utilities produced 

if everyone were to follow that rule is greater than the sum total 

utilities produced if everyone to follow some alternative rule.   

In simple words the distinction between act and rule utilitarianism is that 

in the first case consequences of every act are calculated in terms of 

pleasure or pain. In the second every act is not scrutinised in terms of 

pleasure or pain but the moral utilitarian rules determine the right and 

wrong.  

There are some other versions of utilitarianism a well. Two of these are: 

a. Preference utilitarianism 

b. Ideal utilitarianism 

Preference utilitarianism is the moral theory according to which the good 

consists in the satisfaction of people’s preferences, and the rightness of an 

action depends directly or indirectly on its being productive of such 

satisfaction. 8 

Here the main point is that subjectivity of the individual decides his or her 

preferences and not any objective criteria of good and bad.  
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Ideal utilitarianism is a utilitarian theory which denies that the sole object 

of moral concern is the maximising of pleasure or happiness. In G.E. 

Moore's version of ideal utilitarianism in Principia Ethica (Moore, 1903) it 

is aesthetic experiences and relations of friendship that have intrinsic 

value and therefore ought to be sought and promoted, while 

consciousness of pain, hatred or contempt of what is good or beautiful 

and the love, admiration or enjoyment of what is evil or ugly are the 

things that have intrinsic disvalue and should therefore be shunned and 

prevented.9 

In spite of these various varieties and versions of utilitarianism, Mill’s 

version of utilitarianism is the one that is considered to be the dominant 

stream today.  

Role of Utilitarianism 

Utilitarian philosophy and philosophers significantly contributed to legal 

and political reforms in the eighteenth and nineteenth centuries by laying 

stress on the greatest happiness of the greatest number. They 

encouraged reforms in the interest of social justice and against 

established social abuses. Utilitarianism was a revolt against dogma, 

closed thinking and autocracy. But it did succeed in introducing several 

liberal and democratic reforms. The present world and its way of life are 

affected by utilitarianism both in the positive and negative sense. Even 

present day economics derive their inspiration from utilitarianism and 

utilitarian ethics.  
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Merits and Benefits of Utilitarianism 

Utilitarianism is in many respects an attractive theory. For one thing, it 

matches fairly andwell with the views that we tend to advocate when 

discussing the choice of government policies and public goods. 

Utilitarianism also seems to fit in rather neatly with the intuitive criteria 

that people employ when discussing moral conduct.It also has the 

advantage of being able to explain why we hold that certain types of 

activities are generally morally wrong (lying, adultery, killing) while 

others are in general morally right (telling the truth, fidelity, keeping one's 

promises).10 

Utilitarianism is simple, straightforward, practical and based on equality 

and common sense principle.Most people naturally accept utilitarian 

principle. It can be experimented upon and observed easily.  Also, it does 

not need any prior assumptions or beliefs. Happiness and pleasure are 

natural and naturally good. Similarly, harming ourselves or others is 

naturally wrong. It teaches us to be worldly wise and makes us look 

before we leap. Also, it goes beyond individual selfishness and stresses on 

the benefit of the maximum number.Hedonistic calculus, however 

impractical, is still a good guide to weighing costs and benefits of an action 

for the present and also for the future. Utilitarian theories have also been 

improved and refined over time.  

Role of Utilitarianism in Business 

Aiming for maximisation of profit and minimisation of costs and losses is 

same as maximisation of pleasure or happiness and avoidance of pain. 

Indeed utility is a very important principle of business. Utilitarian thought 
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has been very influential in the field of economics. Laws of Equi-Marginal 

Utility and Diminishing Marginal Utility help in understanding consumer 

behaviour. Utilitarianism views have helped in the evolution of economic 

cost-benefit analysis. Projects, managerial decisions and purchase of long 

term assets and even welfare schemes of governments require careful 

cost benefit analysis. Result orientation of business activities is also 

influenced by the theory of utilitarianism. The stress on results, 

achievement of objectives and effectiveness is a result of this mind-set. 

We can also note that utilitarianism fits well with efficiency.11 

Criticism of Utilitarianism 

Being a social activity, ethics normally undergoes change. That which was 

regarded right or morally justified in one age may change in the other. 

Societies have never permanently observed the same criteria of right and 

wrong because societies change economically, technologically and of 

course socially, culturally and politically. 

Development of utilitarianism, firstly in England, was a part of the rise of 

the liberal movement itself. The utilitarian age was the eighteenth and the 

nineteenth centuries. It definitely contributed a good deal towards the 

various reforms undertaken in England and later in other European 

countries. Notwithstanding its contribution, utilitarianism has been 

criticised both as aphilosophy and on practical grounds.    

Utilitarianism has not proven to a correct ethical system logically. The 

argument put forward by Mill is that pleasure is desirable because 

pleasure is the only thing that human beings desire. This argument 

neglects other morally desirable things like truthfulness and honesty 
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which may not be desired by some but are nevertheless morally desirable. 

Philosophers such as Matthew Ostrow have been critical of utilitarianism 

philosophy from thepoint of view of linguistic incoherence.  

As Utilitarianism is not a single theory or doctrine but a collection of 

varying theories. Different versions of utilitarianism can come into 

conflict with each other.  

In utilitarianism there is a practical difficulty of implementation. There are 

no single criteria or institution on the basis of which a proper decision can 

be made regarding practical implementation of utilitarian ethics.  

According to Joseph W. Weiss,” No agreement exists about who decides. 

Who decides what is good for whom? Whose interests are primary in the 

decisions?”14 Utilitarian theories would be difficult to implement in 

divided and diverse societies. 

There are problems with Hedonism as well. Pleasure is not the direct 

object of desire but the consequence of the fulfilment of desire.The more 

we seek pleasure the less we get it. This is the paradox of hedonism. 15  

Hedonism cannot distinguish between pleasure in idea and the idea of 

pleasure. A mother takes pleasure in self-sacrifice for her child’s good. But 

the idea of her of her pleasure in self- sacrifice is not the motive for her 

act. A martyr courts death for a noble cause and may be said to take 

pleasure in the idea of his self-sacrifice, but certainly the idea of his 

pleasure in not the motive of his act. 16 

A major problem with utilitarianism is the practical difficulty of its 

application – how can we accurately assess the amounts of happiness 

likely to be yielded by either individual action or general rules? Or in other 
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words, how can utilities of different actions for different people be 

measured and compared as the utilitarian requires? 

John Rawls gives a critique of utilitarianism in A Theory of Justice that 

rejects the idea that the happiness of two distinct persons could be 

meaningfully counted together. He argues that this entails treating a 

group of many as if it were a single sentient entity, mistakenly ignoring 

the separation of consciousness.17 

Also, in utilitarianism the pleasures of different people are considered 

equal for the same action. Thus, the theory is neutral with regards to 

pleasure. For it the pleasure of a selfish person would be equal to the 

pleasure of an unselfish person for the same action.  

In fact, William Graham comments that “Take away conscience, moral 

sense and moral sentiments as Bentham do and there is no such thing as 

moral or immoral good or bad acts, though there may remain acts that are 

generally useful or hurtful.” He further states that, Bentham’s supposed 

grand discovery turns out to be chaotic, impractical and, so far as it could 

applied at all, mischievous. Bentham, while making absurd demands on 

human nature for impractical virtues and inconsistent with his 

fundamental principles, fails to point out the need for devotion and 

sacrifice and has not discovered that there is such a remarkable fact in 

human nature.18 

Bentham’s utility theory gives significance to pleasure as the highest value 

but only suggests that the reason for this is because human beings 

naturally desire it. Naturally desiring something does not always mean it 

should be desired. Would the world be a better place if we were all happy 
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and fulfilled all of the time? How would this affect the human 

experience?19 

Further human evolution and development has taken place under difficult 

and painful circumstances and it proceeds in terms of dialectics of 

opposites.  

The principle of the greatest happiness, fine though it may be as an ideal, 

does not identify a motive. Why, we may ask, should a rational being be led 

to obey it? 20 

A common argument against utilitarianism is that all costs and benefits 

cannot be measured in monetary or even some other terms or at least in 

the way utilitarian thinkers would like to measure them. Examples of 

character, value or education, or virtues can be given, the benefit of which 

can be felt and experienced but cannot be measured in the way 

utilitarians would like.  

Again, the results of all actions or their long term effects cannot always be 

calculated in advance. The utilitarians too cannot have complete 

knowledge of consequences of all actions. In situations where 

consequences of actions are unclear, ambiguous or uncertain, utilitarian 

methods of choosing the best course of action may not give the best or 

optimal results. Utilitarianism finds it difficult to distinguish between long 

term and short term good.Therefore, the question, whether long term 

benefits should be given more importance or short term gains should be 

considered better, is left unanswered by the utilitarians. For example was 

the accident that occurred at Fukishima (in Japan) nuclear power plant a 

good or a bad thing according to utilitarianism? Long-term effects on 
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nuclear energy would be considered beneficial by many utilitarians and 

might outweigh the negative consequences. 

Another problem that arises here is that it is not always clear whether a 

particular result or consequence is negative or positive. Therefore, cost 

benefit analysis in such a situation becomes difficult. For example, a small 

unpleasant experience may result in a valuable learning and lesson for life. 

In this case the unpleasant experience although appears to be negative it 

actually is positive.   

Calculating all benefits and negative consequences of all actions is neither 

easy nor practical. A manager who seriously follows utilitarianism will 

find it requiring lots of effort and time. Also, measuring utility in terms of 

numbers as Bentham’s calculus suggested in neither easy nor commonly 

agreed upon.  

A related issue is whether the utilitarian goal should be to maximise 

average or total happiness.21 

Another objection to utilitarian ethics concerns the interpretation of the 

utilitarian principle itself. The principle claims that an action is right if it 

rends to produce the greatest good for the greatest number of persons 

affected by it. But, as the objection goes, the formulation is ambiguous. 

Are we to put our emphasis on the greatest aggregate of good or are we 

to concern ourselves with the good of the greatest number.22 

The conflict here is between composite and common good and the 

greatest number. Moreover what is the extant of greatest number? Is it a 

family, or city, or state or nation or the entire world? 
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The utilitarian assumption that all goods are measurable implies that all 

goods can be traded for equivalents of each other. For a given quantity of 

any specific good, there is some quantity of other good that is equal in 

value to it. However, critics have argued that there are some non-

economic goods or things - such as life, freedom, equality, health, beauty, 

grace, faith - whose value cannot be compared to economic goods. 23 

Utilitarianism is also not able to accommodate or adjust with our personal 

desires, commitments and values.  Problems arise when we apply 

utilitarian principles to issues involving justice. In its generalised form 

this argument maintains that justice does not depend on consequences. 

Justice consists of giving each person his or her due, or treating people 

equally. It is unjust to condemn an innocent man regardless of whether 

doing so produces better consequences than not doing so.25 

Similarly, utilitarian arguments come in clash with the theories of human 

rights. If the consequences of an action produce beneficial results for a 

society, utilitarians claim that such an action is morally right even if it 

violates the rights of certain individuals. An example of slavery may be 

given. If enslaving a few persons and using them as slaves is beneficial to 

a greater number of people living in a society, utilitarianism may justify 

such slavery. Therefore utilitarianism favours the majority against the 

minority.  

Utilitarianism is one sided. That is, morality is analysed entirely through 

actions and their consequences, never through motives or intentions.  In 

a way, utilitarianism justifies means if the ends result in maximising 

utility. This assumption at times can create serious problems.Excessive 
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profit orientation of business often leads to unethical and even illegal 

business practices. Further, if one’s pleasure clashes with another 

person’s, there is bound to be conflict. The conflicts of interest that exist 

in the world that we see today can be considered a consequence of 

philosophies such as utilitarianism.  

Marx has criticised utilitarianism as a product of particular phase of 

capitalistic development. He believed that all theories and ideas are a 

product of particular historical situation, which is dynamic. Therefore 

even utilitarianism according to Marx is a developing movement of a 

phase. Further he believed that utilitarianism takes into account only one 

aspect of human nature. 

In fact, the later utilitarians themselves realised the inadequacy of 

utilitarianism.  Bentham’s successor John Stuart Mill was himself 

dissatisfied with some of the basic concepts of utilitarianism.  Mill during 

his later years realised that Bentham's utilitarianism based on hedonism 

was improper and inadequate.  In his Ethics he qualified utilitarian 

standards by trying to grade some pleasures as inherently superior to 

others.26 

Ideal Utilitarianism (as explained above) which is a version of 

utilitarianism does talk of higher virtues like friendship, love, faith being 

higher that the pursuit of pleasure.   

Thus, we can see that utilitarian ethics suffers from many philosophical 

and practical problems. Businesses do not and cannot rely solely on 

utilitarian logic and many other theories of ethics have their role in 

business and management. Utilitarianism has been a partial success in 
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business and has both solved problems, failed and given rise to new 

problems.  

Spiritual Criticism of Utilitarianism 

One serious problem regarding utilitarianism is that it does not take into 

account role of higher values in the life of an individual or a society, since 

it mainly deals with lower human nature. Pleasure is a product of natural 

or lower nature of man and not his higher or divine nature. Life is a 

mixture of instincts and calculations along with faith in higher destiny 

which has guided all great traditions.    

If we look upon life from the spiritual point of view, it can be said that 

utilitarian pleasure or happiness occupies a mundane and a secondary 

position and the spiritual quest or journey occupies the primary position. 

For those on the spiritual path definitely a control on the utilitarian 

passions and desires is a must.  Vedanta and other Indian spiritual 

traditions say that the aim of human life is Moksha and pleasure and pain 

are two sides of the same coin. According to the law of Karma pleasure 

and pain cannot be separated. Therefore pursuit of utility is not correct. It 

will ultimately lead to problems and contradictions for individuals and 

societies.  Because pleasure or the happiness that one enjoys today is sure 

to be complimented by pain or unhappiness tomorrow.  

Mainstream Indian spiritual tradition views life as a whole and puts all 

aspects at their proper place. Utilitarianism in this tradition has not been 

accepted in the sense it has been in the western culture since it is partial 

as well as based on lower human nature. The tradition does accept 

Dharma, Artha, Kama, Moksha as the basic and individual duties but as a 
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part of the social tradition culminating in Moksha. Utilitarianism in the 

sense Bentham and Mill propounded it was never accepted. To quote only 

a few, Swami Vivekananda, Mahatma Gandhi and Paramhansa Yogananda 

names may be mention 

The great modern saint, inspiring personality, awakener and Karmayogi, 

Swami Vivekananda during his lectures in America and Europe was 

critical of the materialistic and utilitarian system of modern life.    

“There are people—and a good many of them too—in the world who are 

convinced that only that is of use and utility which brings to man creature 

comforts. Even Religion, God, Eternity, Soul, none of these are of any use to 

them, as they do not bring them money or physical comfort. As such, all 

those things which do not go to gratify the senses and appease the 

appetites, are of no utility. In every mind, utility, however, is conditioned 

by its own peculiar wants. To men, therefore, who never rise higher than 

eating, drinking, begetting progeny, and dying, the only gain is in sense-

enjoyments; and they must wait and go through many more births and 

reincarnations to learn to feel even the faintest necessity for anything 

higher. But those to whom the eternal interests of the soul are of much 

higher value than the fleeting interests of this mundane life, to whom the 

gratification of the senses is but like the thoughtless play of the baby, to 

them God and the love of God form the highest and the only utility of 

human existence. Thank God there are some such still living in this world 

of too much worldliness.”27 

Swami Vivekananda was never in favour of utilitarianism in the sense of 

giving importance to pleasure and utility. According to him the 
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contradictions and problems of present society can only be solved by 

spiritual values that treat life in totality and also transcend it.  

Father of our nation, the great thinker and Saint Mahatma Gandhi was 

deeply influenced by the Indian spiritual tradition. He too was critical of 

utilitarianism,  

"Utilitarianism means in its nakedness that in order to achieve the 

supposed good of fifty-one percent, the interest of the forty-nine percept  

may be, or rather, should be, sacrificed. It is a heartless doctrine and has 

done harm to humanity."28 

Another great spiritual personality Paramhansa Yogananda who was 

greatly instrumental in spreading Indian spiritual values in the west and 

spent a major part of his life in USA considered spirituality much higher 

than the utility principles. In one of his prayers before going to the US he 

said the following, “One early morning I began to pray, with an adamant 

determination to continue, to even die praying, until I heard the voice of 

God. I wanted His blessing and assurance that I would not lose myself in 

the fogs of modern utilitarianism.”29 

The ancient Indian philosophical school Charvaka believed in 

materialism, immediate pleasure and rejected the Vedas and Moksha. This 

school was utilitarian in the sense that it sought pleasure. The 

CharvakaSchool was criticised by almost all established spiritual and 

philosophical traditions ranging from the Buddhists, the Jains, Yoga school, 

Vedanta and many others for its materialistic utilitarian and non-spiritual 

ideas. The Bhagwad Gita is critical of pleasure and utility as guiding 

principles of life. It says that:- 
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The misguided ones who delight in the melodious chanting of the Vedas --- 

without understanding the real purpose of the Vedas --- think, O Arjun, as 

if there is nothing else in the Vedas except the rituals for the sole purpose 

of obtaining heavenly enjoyment (2.42). They are dominated by material 

desires; and consider the attainment of heaven as the highest goal of life. 

They engage in specific rites for the sake of prosperity and enjoyment. 

Rebirth is the result of their action (2.43). The resolute determination of 

Self-realisation is not formed in the minds of those who are attached to 

pleasure and power; and whose judgment is obscured by such ritualistic 

activities (2.44).30 

The point here is that whether utility is the most important guiding 

principle of human actions. If so then the highest utility must be preferred 

to lower utilities and spiritual utility is the highest. We can conclude that 

from the spiritual angle the place that modern thought and modern 

economics have given to utilitarianism is highly disproportionate. 

Utilitarianism is correct up to an extent but should not and cannot be the 

guiding principle of business and life as a whole.    
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