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Case 1.2: Pay or Walk Away?

My name is Dan, and those who know me often tease me
about being a “serial entrepreneur.” I am in my late thirtiess,
and 1 have already had a hand in starting four different
businesses. Three were successfully grown and sold to larger
companies, helping me (and several business partners)
achieve a level of financial freedom I never imagined
possible.

Throughout my career I have tried earnestly to make my
faith a source of motivation and moral guidance. For
example, when I have had the authority to do so, I have
taken risks by hiring employees from the “margins of
society.” Often they have turned out to be highly responsible
workers. I have taken great satisfaction in seeing their lives
turn around, in part because of gainful, steady employment
in a business I helped start. I have also strived to pay good
‘wages, create challenging work, and enter businesses that

make products or offer services with more direct social
benefits (health care, recycling, etc.).

Although most of the organizations 1 have helped start
have been successful, I, like most entrepreneurs, have learned
some hard lessons through failure. One of the businesses T
helped launch closed two years ago. After an abrupt down
cycle, it became clear that the concept was not going to work
and that we would simply be wasting more money and time
to try to tum it around. So we (along with our major
investors) decided to shut it down. The whole experience has
left me humbled and wondering how far I need to go to make
things right for those who have suffered as a result.

My partners and I together put several million dollars into
the business and raised an additional $3 million from other
investors (mostly from two venture capital firms and a
handful of individuals). When we decided to close our doors,
we had several significant bills outstanding. For instance, we
owed money to suppliers, to a construction firm that had
recently remodeled some of our facilities, and to several
building owners (since we would be ending our leases early).

Almost a year after the closure, we went through
bankruptcy proceedings. Because we had set up the business
as a limited liability entity, the court distributed the
remaining assets of the business to those whom we owed
money. In the end, they each received about twenty-five
cents on the dollar. This amount was nowhere near what
would have “made them whole,” but it was far better than
what another one of my other businesses received when it
was on the other side of a bankruptcy proceeding — ten
cents on the dollar.

Since the court proceedings, one of the individual investors
and the owner of the contracting firm have personally
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contacted me to let me know how much they have been
harmed as a result of the failed business. The contractor has
had to lay off several employees and has told me directly that
without a fresh infusion of capital (money he would have,
had we paid in full) to replace worn equipment and vehicles,
his own business might fail soon. Both have told me how
they are unsatisfied (although not nearly in such nice terms)
that T have enough personal resources to repay them, but that
the law allows me to just walk away.

1 have consulted with my partners, and both tell me that
we have done nothing wrong and that I should just ignore
the “sore losers.” One partner said that both the investor and
the contractor have been around long enough to understand
the risks involved and that any other assets I may have are
not relevant to the failure of the business in question.
Another partner believes that bankruptey laws and limited
liability help society overall by encouraging risk taking and
innovation and thereby economic growth. If owners were
always liable to the extent of other assets, far fewer people
‘would accept the risks involved in starting businesses.

1 don't know if my partners are right. Should I just walk
away in good conscience and sleep well at night knowing full
well I have the means to repay? In so doing, am I just making
excuses and “hiding behind” the law?

The whole thing would not be a dilemma for me, except
for the fact that as I stated at the beginning, I have tried to
integrate my faith into my work. In consulting the Bible, one
can find many passages instructing people to tell the truth
(Ex. 20:16), repay what they owe (Ps. 37:21; Rom. 13:8),
make restitution (Ex. 22) when they harm someone else
(even accidentally), and maintain a good reputation (Acts
6:3).

1 have enough understanding to know, however, that the
Bible was written over a long time in contexts far different
from our own, so not everything should be literally applied
today. For example, the Bible condemns usury (charging
interest on loaned money), but the context was very
different. Money then was usually loaned to kin who had
fallen on hard times. Charging them interest would have
been to further oppress them. Applying Old Testament usury
laws literally today would lead us to condemn capitalism
outright. Yet, today’s lending, especially for a business, goes
to a productive asset, o a fair interest charge (and thereby
responsible capitalism) seems justified.

T'm not trying to take the easy way out (though of course a
part of me would rather not pay any more), but I wonder if
passages written during times when simple ~agrarian
economies existed still apply today to our modern, complex
economy. Today, for better or worse, economic transactions
are a lot less personal, and there are many more laws to
govern conduct.

We did disclose all the risks and were diligent in how we
ran the business, so I'm less inclined to repay the investor.
But I feel differently about the contractor (who worked for us
based on our past successes) and some of the other parties
who recovered less than what they were owed.

Questions for Discussion
1. How would you advise me? Should I dip into my other
assets to repay those who were hurt? Or, should T just
take what happened in stride as a part of business and
sleep soundly at night?
2. How do I correctly apply the Bible's instruction to this
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situation?

Case 1.3: Firing Undocumented

Immigrants

You are president of a small company that manufactures
products for remodeling kitchens — primarily manufacturing
and installing kitchen cabinets and countertops. You have
recently bought out a competitor, and as part of the due
diligence prior to completing the sale, you learned that some
of the long-time employees are in the country illegally. In
fact, some of them have been with the company since it was
founded. You didn’t hire them; rather, you inherited them
when you bought the company. As you have gotten to know
them since the sale was closed, you have learned that they
are also some of your best employees. They work very hard
and put in long hours without complaining, and they will do
virtually any type of job you ask them to do. You also have
learned that all of them have families, including children
who were born in this country, automatically making them
citizens. You realize that if they were sent back to their
country of origin, it would likely, though not necessarily,
separate the family from one another. Since they are in the
country illegally, they do not have social security numbers,
and as a result, you have learned that you pay them in cash
and do not withhold taxes or social security. This strikes you
as unfair to the employees who are in the country legally and
have those taxes regularly taken out of their paychecks. You
also know that every time you pay them this way, you are
violating the law, and every day you keep them employed,
you are doing something illegal. If you were to require

documentation from them concerning their immigration
status, they would not be able to provide it. And if in some
cases it were provided, it would be fairly clear that the
documentation was fraudulent.

Questions for Discussion

1. What should you do with the employees who are in the
country illegally? Is it right to let them go and risk their
families’ becoming impoverished? Or would you keep
them employed and look the other way with their
immigration status?

2. What do you think about the disparity created by the way
you have to pay the illegal employees — not withholding
taxes? Is that unfair? Or is it acceptable that they don't
pay social security since they would not be able to collect
it when they retire?

3. Do you believe that you have an obligation not only to let
them go, but also to report them to the immigration
authorities? Why or why not?

COMMENTARY

Ethical decision making is a complicated enterprise. David
Gill s certainly correct when he criticizes popular leadership
author John Maxwell for what Gill considers a simplistic
view of business ethics. Not only are there more principles
and virtues to consider besides the Golden Rule, but the
application of those elements is not always clear. You will
find yourself in the midst of genuine ethical dilemmas, in
which there are legitimate gray areas, and when the right
thing to do may be somewhat ambiguous. To be sure, some




