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· Social Context of Business – Midterm #2 Lectures 5 through 8
· Chapter 2 – Corporate Citizenship

· Corporate Responsibility Concepts

· Corporate social responsibility – obligations and accountability

· Corporate social responsiveness – action and activity

· Corporate social performance – outcomes and results

· CR History

· Economic model – invisible hand

· Legal model

· 1800’s – movement away from the classical eco view

· 1920’s – managers had more positive view of their role

· 1930’s – transition from “laissez-faire” eco to mixed eco

· 1950’s – BSR grew to include employee welfare

· 1950’s – present –CR gained considerable acceptance

· Carroll’s Four-part definition of CSR

· “The social responsibility of business encompasses the economic, legal, ethical, and discretionary (philanthropic) expectations that society has of organizations at a given point in time”

· Economic responsibilities

· Calls for a bus to produce G&S that society wants and to sell them at fair prices

· Legal responsibilities

· Reflect societies view of “codified ethics”

· Ethical responsibilities

· Norms, standards and expectations that reflect what the community, suppliers, and customers expect from the corp

· Philanthropic responsibilities

· Activities which are voluntary, guided by the businesses desire to engage in social activities that are not mandatory

· Note: Difference btw ethical and philanthropic 

· Philanthropic are not expected in a moral or ethical sense

· Figure 2.2  Understanding the 4 components of CSR 

	Economic
	Required
	Be profitable

	Legal
	Required
	Obey all laws

	Ethical
	Expected
	Avoid questionable practices

	Philanthropic
	Desired/Expected
	Be a good corp citizen


· The Pyramid of Corporate Social Responsibility
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Philanthropic – Be a good corp cit
· Ethical – be eithical
· Legal – obey law
· Economic – be profitable 

· Corporate Social Responsiveness

· Carroll’s model

· Reponsivness – reaction, defence, accommodation and proaction
· Ackerman and Bauer’s view

· The term “responsibility” is too suggestive

· “Responding to social demands is much more then deciding what to do…”

· Social responsiveness is a more apt description of what is essential in the social arena.  

· Corporate Social Performance (CSP)

· Carroll’s model

· Social issues – consumerism, environment, discrimination etc

· Social Performance (CSP) and Financial Performance (CFP)
· Three important difference perspectives:

· 1. CSP is a driver of CFP and the corps reputation. 
· This perspective has been studied extensively 

· Firms who are SR are more fin successful 

· 2. CFP is a driver of CSP
· Based on the notion that when “times are good” and a firm is having fin success, they will be more SR.

· This perspective has not been studied as extensively.

· 3. Interactive relationship btw SP, CP and corps reputation
· Notion that all three factors influence each other, and it is not easy to identify which is the “driving force”.
· Chapter 3 Stakeholder Approach
· What is a stake?
· A stake is an interest or a share in an undertaking.
· Can be categorized as: interest, legal/moral right, ownership 
· What is a stakeholder?
· An individual or group who possesses a corporate interest, either financially or ethically.
· Who are business stakeholders?

· Shareholders, customers, employees, competitors, suppliers, public at large.
· Primary and secondary stakeholders

· Categorizing methods:

· Primary social stakeholders – have a direct stake in the org and its success, and therefore are influential
· Shareholders and investors

· Employees

· Customers

· Local community

· Suppliers

· Secondary social stakeholders  - their stake is in orgs reputation and public image. Accountability tends to be lower the primary social stakeholder.
· Gov’t and regulators

· Civic institutions

· Social pressure groups

· Media

· Competitors

· Primary non-social stakeholders 
· The natural environment

· Future generations

· Nonhuman species

· Secondary non-social stakeholders
· Environmental pressure groups

· Animal welfare organizations

· Key questions in stakeholder management
· SH management has become more important as it has been discovered the many groups that must be satisfied  for the firm to meet objectives.

· Must see the firms primary SH’s achieve objectives/satisfied/ and dealt with ethically. WIN-WIN.

· The important functions in SH management: to describe, to understand, to analyze and to manage.

· Five major questions must be asked:

· 1. Who are our stakeholders?

· 2. What are our stakeholders stakes?

· 3. What opportunities and challenges do the SH’s present to firm?

· 4. What responsibilities (eco, ethical, legal, philan.) does the firm have to its SH’s?

· 5. What strategies or actions should the firm take to best handle SH’s challenges and opportunities?

· Figure 3.8 page 83 – review SH Diagnostic

· Effective stakeholder management
· Careful assessment of the 5 core questions, managers must understand the questions.

· CON: complex, time consuming, not an easy task

· Stakeholder management capability (SMC)
· Another view on “effective” SH management is the assess the firms level of SMC.

· 1. Level 1 – The Rational Level

· Identifying who SH are, their power, stakes (and urgency) 

· The level of “stakeholders maps”

· This level is descriptive and analytical 

· Represents a low level of SMC

· 2. Level 2 – The Process Level

· One step further then level 1

· Development and implementation of “organizational processes” (policies, produced, etc)

· Level described as “planning integrativeness” 

· 3. Level 3 – The Transitional Level

· The most developed level

· Managers actually engage in relationships with SH’s.

· Take initiative to meet SH’s face to face

· Level described as “communication proactiveness, interactivness, etc” 
· Stakeholder power: 4 gates of engagement
· Firms must be proactive in their relationships with SH’s so that they (SH’S) want to have a relationship with the firm.

· The four gates include: awareness, knowledge, admiration and action.

· Gates build upon one another.

· 1.Awareness

· Knowing that someone or something exists. Ex – there are often hidden stakeholders, who are not aware of the firm.

· 2. Knowledge

· Developing knowledge among SH’s. Ex – Customers “fit” product/service, employees know orgs mission and values, community knows what you do and how you do it.

· 3. Admiration

· Once awareness and knowledge has been established, admiration can exist.

· Chapter 18
· Legitimacy – Somewhat abstract concept, but helps explain the importance of the relative roles of a corps: charter, shareholders, board of directors, management and employees. All of which are components of the modern

·  corporate governance system. 

· Legitimacy – Talcott Parson’s definition: “organizations are legitimate the extent that their activities are congruent with the goals and values of the social system within which they function.”

· Different Levels of Legitimacy: Bussiness must be aware of these two levels…..
· Micro Level – Company Level
· Refers to individual business firms achieving and maintaining legitimacy by conforming with societal expectations. 

· First, a company may adapt its method of operating to conform to “standards”.

· Second, a company may try to change the publics values and norms to conform to the businesses own practices.

· Finally, a company may increase its letigitamny by identlifying itself with other organizations, people, values etc. Eg. National level – appoint celebraty spokesperson. Community level – appoint significant community figure to by mayor etc.

· Macro Level – Business Institution Level
· Refers to the corporate system – the totality of business enterprises. 

· Legitimacy is constantly subject to ratification. Must realize that it has no inherent right to exist – it exists solely because society has given it that right. 

· Corporate Governance -  refers to the method be which a firm is being governed, directed, administered or controlled, and to the goals for which it is being governed.

· Components of Corporate Governance (4)
· There are four major groups of CG – all of which descend from the Charter.

· Charter – giving corp the right to exist
· 1. Shareholders – owners of the corp, ultimate control, manifested through the election of a BOD and through votes
· 2. Board of Directors – govern and oversee the management of the business. Responsible for ascertaining that the managers put the SH’s interests first.
· 3. Management – Groups of individuals hired by the board to run and manage the company on a daily basis. Helps establish overall policies, middle-low managers carry out the established policies.
· 4. Employees – hired to perform actual operational work. 

· Role of Board of Directors

· By law it is required that the board be appointed by the shareholders, to hold corporations accountable. 
· Boards are intended to connect owner’s interests with the operation of the corporation and consequently should provide for corporate legitimacy, accountability and responsible ownership. 
· Many observers suggest that boards have been largely irrelevant to the operations of many organizations.
· Boards are considered irrelevant because of their with the current structure, their jobs are impossible.
· Board independence

· Crucial aspect of good governance
· Inside vrs outside directors
· Inside directors may have conflicts of interest
· Consequences of the Merger/Acquisition/Takeover Craze – 1980’s
· Three questionable management practices emerged from this craze, in hopes to avoid takeovers etc...

· 1.Greenmail – Is the repurchase of stock from an unwanted suitor at a higher-than-market price.
· 2.Poision Pill – Is a shareholders rights plan, aimed at discouraging or preventing “hostile” takeovers. Eg. If company ABC purchases 20% of a companies stock, SH’s can purchase stock at half price, in attempt to dilute ABC’s purchase.
· Golden Parachutes – A contract in which corp agrees to make payments to key directors in the event of a change in control of the corporation. Originally meant to prevent top managers putting themselves before SH’s when at risk of a takeover etc. DIS: double dipping, reward for failure, giving themselves the GP’s.

· Insider Trading – Buying or selling of a security while in the possession of undisclosed material  information about the issue of the security.
· Improving Corporate Governance

· The Sarbanes-Oxley Act – aimed at re-establishing corporate  accountability and investor confidence, by increasing transparence in financial reporting. 
· 1. Composition, Structure and Functioning Boards
· Composition of the Board – minorities/women
· Use of Board committees –     Audit/compensation/compensating/public issues 
· Getting tough with CEO’s
· 2. Increased Role of Shareholders

· Shareholders Initiatives
· A) Rise of SH activist groups

· CCGG – Canadian  Coalition for Good Governance
· “New form of shareholder activism”
· Criteria for Good Governance: CCGG’s 12 guidelines (18.8)

· Individual Directors

· 1. Ensure quality motivation of board members
· 2.  director share ownership
· 3. Appoint majority of independent directors
· Board Structure

· 4. Separate chairperson and CEO
· 5. Establish independence  and mandates of board committees
· 6. Follow new audit committee requirements
· Board Process

· 7. Evaluate performance of boards and committees
· 8. Review performance of individual board members
· 9. Assess CEO and plan succession
· 10. Provide management oversight and strategic planning
· 11. Oversee management evaluation and compensation
· 12. Report governance polices
· B) Filing of shareholder resolutions at annual meetings
· Activist groups can file SH’s resolution/proposal
· Must get a certain no. of signatures, and then it can be voted on by all SH’s
· Company Initiative 
· A companies need to re-establish a relationship with their shareholders
· Over the years, corporate management can sometime neglect their owners (SH’s)
· Public corporations have a responsibility to have full disclosure – tell all, any info that may affect investment decisions of shareholders/future SH’s.
· Chapter 13 Natural Environment as a Stakeholder
· Glossary of Important and Helpful Environmental Terms 13.1
· Environment
· Anything that is internal of external to an entity. Humans – external living, working, playing space, natural resources etc
· Carrying Capacity
· The volume of an intensity of use by organism that can be sustained in a particular place and a particular time – without disregarding the environments future suitability for that use. Not to be over used.
· Entropy
· A measure of disorder of energy, indicating its unavailability for recycling for the same use. Energy breaks down into lower quantities after each use
· Ecosystem

· All living and nonliving substances in a particular place (often interacting with each other)
· Greenhouse Effect
· A warming of the earths surface and lower atmosphere that tends to intensify with an increase in atmospheric carbon dioxide.
· Niche

· The role an organism plays in its natural community, what it eats and the conditions it requires for survival.
· Cycle

· Continuous loop-like movement of water, air, and various nutrients. Cycles can be impaired by human caused pollution etc
· Threshold

· The point at which a particular phenomenon previously suppressed, has been activated.
· Pollution

· The existence of material or energy that has gone through a transformation process and is perceived as unwanted at a particular place and time.
· Irreversibility

· The inability for humans or nature to restore an environmental condition to the way it use to be 
· Sustainability

· An entity’s ability to exist and flourish over a long period of time. 
· Impact of Businesses on the Natural Environment
· Business plays a major role in the contribution of pollution and depletion.

· Natural Environmental Issues

· Ozone depletion

· Ozone - Oxygen related gas that is harmful to ‘life’ near the earths surface, but vital in the stratosphere in blocking out dangerous UV rays from the sun. 
· 1985 – A reduction in ozone was discovered as well as a hole in the ozone layer was discovered. Caused by ozone deteriorating chemicals (fridge’s etc) In 50 yrs the whole might repair itself.
· Global Warming

· Earths atmosphere is in danger of heating up. The greenhouse effect  - heat is trapped cant get through the layer of gases, Caused by the burn fossil fuels.
· Solid and Hazardous Waste

· Doesn’t recycle or deteriorate – bad for environment, water etc
· Fresh Water quantity and quality

· Degradation of marine environments

· Deforestation

· Land degradation

· Endangerment of biological diversity

· Responsibility for Enviro Issues

· The NIMBY – Set on avoidance or denial of responsibility. Firms not wanting to take full responsibility for their (polluting) actions.
· The NIMBY phenomenon addresses only the symptoms of the problem and not the cause. “Honk if you love the environment” 
· Environment Ethics – Four principle beliefs/values:
· 1. Life on earth should continue
· 2. Human life on earth should continue
· 3. Natural justice should be done
· 4. Nonmaterial qualities of life are worth pursuing
· Role of the Government in Environmental Issues

· CEPA – Canadian Environmental Protection Act – 1988

· Federal Law – Enviro Cad and Health Cad
· Renewed in 1999
· Air Quality Legislation

· NAAQO – National Ambient Air Quality Objects – play a key role in air quality management
· Water Quality Legislation

· A lot of acts – CEPA, Canadian Water Act, the Fisheries Act
· Land-Related Legislation

· International Government Environmental Responses

· United Nations Environment Program (UNEP)

· 1972
· Started right away on ozone issues, set up the Montreal Protocol
· Montreal Protocol
· Ozone depleting substances decreases by 75%
· Kyoto Protocol
· International Treaty – aimed at reducing greenhouse gas emissions that cause global warming
· Other Environmental Stakeholders

· Environmental Interest Groups

· Three types of enviro groups: radicals, mainstreamers and accommodators.
· Radicals –  Most confrontation e.g. Green Peace
· Mainstreamers –  Combo of confrontation and coop e.g. Sierra Club
· Accommodators -  Most cooperative and  trustworthy e.g. WWF
· Green Consumers, Employees and Investors

· Business Environmentalism

· Systematic Business Responses to the Environmental Challenges

· (Managerial Approaches to Addressing Enviro Issues)

· Generic Management Decision-making Tools

· Crisis Management - focus on prevention and contingency plans (e.g. Exxon oil spill)
· Issues Management – Track public interests 
· Stakeholder Management – identify enviro stakeholders
· Cost-Benefit Analysis

· Ensure that enviro projects are worth the investment
· Difficult to measure all costs and benefits
· Comparing costs and benefits = problematic
· Total costs compared to Total benefits, if benefits are greater then costs, then project is given the go-ahead.
· Risk Management

· Must decide whether or not the enviro project is worth developing and implementing
· Similar to CBA, but substitute Risk for cost/benefit
Strategic Environmental Management

Chapter 6 and 7 Ethics
“Ethics” –Beliefs about what is right and wrong or good and bad. Ethical behaviour that conforms to individual beliefs  and social norms about what is right and wrong. 

“Business Ethics” – The application to business activities of ethics, the study of morals or principles of what is right or wrong in human behavior.

“Managerial Ethics” – The standards of behavior that guide individual managers and their work.  

Importance of Ethics 

- The perception of corporate social responsibility reflects the ethical approach of a company. 

- Senior management will be judged on how ethical/socially responsible the company is.

Three different kinds of Ethics

1.Social Ethics 

 - Standards learned primarily from an awareness of the climate of opinion. Developed during a person’s upbringing (home/school).

- Also expressed in the legal framework of a society through legal codes etc.

2. Transcendental Ethics
- Absolute concepts of right and wrong, which transcend all human societies.

- Prompted by the realization of the weakness of social ethics in not being applicable to relations between different societies.

3. Tactical Ethics
- Ethics practiced out of convenience and in pursuit of ulterior motives, most commonly in the improvement and optimization of self-interest. 

-Based not on the concept of what is right in a social or absolute context, but on other considerations.

Two key branches of Ethics

1. Descriptive Ethics – involves describing, characterizing and studying mortality “What is”.

- Sometimes people may adopt the view “if everyones doing it, it must be acceptable”, even when its not ethical. That is where normative ethics come in.

2. Normative Ethics – involves supplying and justifying moral systems “What should be”.

- Guides behavior, actions, decisions, and insists that all be justified by an ethical principle.

Conventional Approach to Business Ethics (add more from ch.6)

- Involves a decision or practice to prevailing societal norms.
- (Pitfall – ethical relativism – no right/wrong way)

- Decision or practice <--------> Prevailing norms

The Source of Ethics

- Ethics are learned though a numbers of channels:


Family groups


Religious beliefs


Educational institutions


Reflections of social values (media reinforces) 

Ethics and the Law

- Law often represents an ethical minimum 

- Ethics often represents a standard that exceeds the legal minimum

Making Ethical Judgments
	An act that has been committed
	Compared with <-------------->
	Prevailing norms of acceptability

	 
	
	 

	 
	
	 

	
	Value judgments of the observer
	


4 Categories of Moral Philosophies Related to the Ethical Conduct of Business
1. Teleology 

 “Consequentialism” – evaluates the mortality of an action by examining its consequences. Two key approaches:


- Egoism – any action taken by an individual in order to further his or 

her self-interest is ethically justified. 


- Utilitarianism – any action taken whose outcome maximizes the 
greater good for the largest number of individuals is ethically justified. 
2. Deontology 

- The theory of rights

- Acting from a sense of duty rather than concern for consequences. 

- “Doing the right thing” guided by a set of moral principles which do not anticipate the results of a decision. 

· 3. Justice

· Establish standard rules that are equity-based and transparent, and that apply to everyone.

· Three guiding principles: Be equitable, be fair, be impartial.

· 4. Cultural Relativism 
· No single right way because all cultures are different and no culture is any better of any worse than another.

· 3 Models of Management Ethics

· 1. Immoral Management – A style devoid of ethical principles and opposes what is ethical. Applies positive action against what is ethical.

· 2. Moral Management – Conforms to, too high standards of ethical behaviour. Aspires to succeed, but only within the confines of sound ethical precepts.

· 3. Amoral Management – (Intentional) purposely does not consider ethical factors. (Unintentional) casual or careless about ethical considerations and the results to business.

	· 
	· Immoral Management
	· Amoral Management
	· Moral Management

	· Ethical Norms

· 
	· Management actions/decisions purposely go against what is moral (ethical).
	· Management is neither moral nor immoral. Lack of ethical perception and moral awareness.
	· Management conforms to a standard of ethical, or right, behavior. 

	· Motives
	· Selfish, cares only for personal/company gain.
	· Well-intentioned, but selfish because the impact on others is not considered.
	· Good, succeed only within the confines of sound ethical principles.

	· Goals
	· Profitability/ Org success at any price
	· Profit, other goals are not considered.
	· Profit, confined within legal and ethical standards.

	· Orientation Toward Law
	· Legal standards are barriers that must be overcome to accomplish what they want
	· Law is the ethical guide. Org asks themselves ‘what can we do legally’
	· Law is seen the expected minimum ethical behavior. Prefer to operate well above minimum.

	· Strategy
	· Exploit opportunities for corporate gain. Cut corners to save/make money
	· Give managers free rein. Personal ethics only apply if managers choose to. Follow legal mandates to caught/required to do so.
	· Live by sound ethical standards. 

· Assume leadership position when ethical dilemmas arise. Enlighten self-interest.


· Developing Moral Judgment what is moral judgment? 
· Why managers behave ethically

1. To avoid punishment  (most)

2. To receive some sort of reward (most)

3. To be responsive to friends and family or supervisor (many)

4. To be a good citizen (many)

5. To do what is right, pursue some ideal, such as justice (very few)

· External Manager Sources – Religious values, philosophical values, cultural values, legal values and professional values. 

· Internal Manager Sources – Respect for the authority structure, loyalty, conformity, performance and results.

· Elements of Moral Judgment

1. Moral imagination

2. Moral identification and ordering

3. Moral evaluation

4. Tolerance of moral disagreement and Ambiguity

5. Integration of managerial and moral competence

6. A sense of moral obligations

· Elements of Moral judgment in amoral and moral managers FIG 6-12

	· 
	· Amoral Managers
	· Moral Managers

	· Moral Imagination
	· See competing economic claims as just that and nothing more -  are insensitive to and unaware of how ppl are likely to get hurt
	· Sees competing economic claims as moral relationships

	· Moral identification and ordering
	· 
	· 

	· Moral evaluation
	· 
	· 

	· Tolerance of moral disagreement and ambiguity
	· 
	· 

	· Integration of managerial and moral competence
	· 
	· 

	· A sense of moral obligations
	· 
	· 


· Kohlberg’s levels of Moral Development read description again
	· Level 1 Focus: Self

· Stage 1 – Reaction to punishment

· Srage 2 – Seeking of rewards
	· Level 2 Focus: Others

· Stage 3 – Good boy/nice girl morality

· Stage 4 – Law and order morality

· 
	· Level 3 Focus: Humankind

· Stage 5 – Social-contract orientation

· Stage 6 – Universal ethical principle orientation

	· 
	· 

	· 


· Personal vs. Organizational Ethics: 4 levels at which ethical issues may be addressed

· 1. Personal Level – situations faced in personal life (income tax and speeding)

· 2. Organization Level – workplace situations faced as managers and employees (illegal dumping and ‘creative’ accounts).

· 3. Industrial Level – ethical situations confronted as professionals.

· 4. Societal and International Level – local-to-global situations confronted indirectly or directly by management. 

· Personal vs. Organizational Ethics: 3 Approaches to Resolving Ethical Conflicts 

· 1. Conventional Approach (ch 6) ABOVE – How is this an approach ? compare acitons/decsions to prevailing norms?
· 2. Principles Approach 

· 
- Principle of Utilitarianism – forces on producing the greatest ratio of 
good to evil for everyone (consequentialist theory). Forces to think about general welfare, end justifes the means. NEG: may in face violate another persons rights…rights principle
· 
- Principle of Rights – focuses on examining, and possibly protecting, 
individual moral or legal rights. Can only be overridden by a more important right. The rights view forces us in our decsion making to s what is due of each indvid al and to promite indvid welfare. Neg: what constitutes a legitmate right that should be hournourd and what righrs or whose righrs take precedene over others. 
· 
- Principle of Justice – involves considering what alternatives promote 
fair treatment of people.fair treatment of everyone Types of justice: Distributive distrubtion of benefits and burdens, Compensatory compensating for past injustice
and Procedural fair decsions making procedures and pactices. PRO: preserves basic values – freedom, equality and concern for disadvantaged.
· 3. Ethical Test

· - Test of common sense – “does that action I am getting ready to take really make sense?”
· - Test of ones self  “is this action/decision img etting ready to take compatiable with my concept of myself at my best”
· - Test of making something public one of the most powerful tests,  “how would I feel if others knew I was doing this, how would I feel if my actions were feature on the news etc”
· - Test of ventilation get other ppls thoughts on your possible actions/decsions – best is opion come from sosmne who doens tthinki your way.
· Purified idea  - person with authority says its right… laywer, supervisor
· - Gag Test – gag at the idea of carrying it out… humor not really real way.
· Managing Organizational Ethics Figure 7.3

· Factors affecting the morality of managers and employees
	· Society's Moral Climate

	·  
	· Business's Moral Climate
	·  

	·  
	·  
	· Industry's Moral Climate
	·  
	·  

	·  
	·  
	·  
	· Organization's Moral Climate
	·  
	·  
	·  

	·  
	·  
	·  
	·  
	·  
	·  
	·  

	·  
	·  
	·  
	·  
	·  
	·  
	·  

	·  
	·  
	·  
	·  
	·  
	·  
	·  


Improving Ethical Climate Figure 7.5

Reconciliation ethical conflicts

1.Obligations verbal or written contract
2.Ideals moral ideal such as to up hold goal or principle.
3.Effects effects/consequences of actions on the stakeholders
3. Justice
Establish standard rules that are equity-based and transparent, and that apply to everyone.

Three guiding principles: Be equitable, be fair, be impartial.

4. Cultural Relativism 
No single right way because all cultures are different and no culture is any better of any worse than another.

3 Models of Management Ethics

1. Immoral Management – A style devoid of ethical principles and opposes what is ethical. Applies positive action against what is ethical.

2. Moral Management – Conforms to, too high standards of ethical behaviour. Aspires to succeed, but only within the confines of sound ethical precepts.

3. Amoral Management – (Intentional) purposely does not consider ethical factors. (Unintentional) casual or careless about ethical considerations and the results to business.

	
	Immoral Management
	Amoral Management
	Moral Management

	Ethical Norms


	Management actions/decisions purposely go against what is moral (ethical).
	Management is neither moral nor immoral. Lack of ethical perception and moral awareness.
	Management conforms to a standard of ethical, or right, behavior. 

	Motives
	Selfish, cares only for personal/company gain.
	Well-intentioned, but selfish because the impact on others is not considered.
	Good, succeed only within the confines of sound ethical principles.

	Goals
	Profitability/ Org success at any price
	Profit, other goals are not considered.
	Profit, confined within legal and ethical standards.

	Orientation Toward Law
	Legal standards are barriers that must be overcome to accomplish what they want
	Law is the ethical guide. Org asks themselves ‘what can we do legally’
	Law is seen the expected minimum ethical behavior. Prefer to operate well above minimum.

	Strategy
	Exploit opportunities for corporate gain. Cut corners to save/make money
	Give managers free rein. Personal ethics only apply if managers choose to. Follow legal mandates to caught/required to do so.
	Live by sound ethical standards. 

Assume leadership position when ethical dilemmas arise. Enlighten self-interest.


Developing Moral Judgment 

Why managers behave ethically

6. To avoid punishment  (most)

7. To receive some sort of reward (most)

8. To be responsive to friends and family or supervisor (many)

9. To be a good citizen (many)

10. To do what is right, pursue some ideal, such as justice (very few)
External Manager Sources – Religious values, philosophical values, cultural values, legal values and professional values. 

Internal Manager Sources – Respect for the authority structure, loyalty, conformity, performance and results.

Elements of Moral Judgement

7. Moral imagination

8. Moral identification and ordering

9. Moral evaluation

10. Tolerance of moral disagreement and Ambiguity

11. Integration of managerial and moral competence

12. A sense of moral obligations

Elements of Moral judgment in amoral and moral managers FIG 6-12

	
	Amoral Managers
	Moral Managers

	Moral Imagination
	See competing economic claims as just that and nothing more -  are insensitive to and unaware of how ppl are likely to get hurt
	Sees competing economic claims as moral relationships

	Moral identification and ordering
	
	

	Moral evaluation
	
	

	Tolerance of moral disagreement and ambiguity
	
	

	Integration of managerial and moral competence
	
	

	A sense of moral obligations
	
	


Kohlberg’s levels of Moral Development

	Level 1 Focus: Self

Stage 1 – Reaction to punishment

Srage 2 – Seeking of rewards
	Level 2 Focus: Others

Stage 3 – Good boy/nice girl morality

Stage 4 – Law and order morality


	Level 3 Focus: Humankind

Stage 5 – Social-contract orientation

Stage 6 – Universal ethical principle orientation

	
	

	


Personal vs. Organizational Ethics: 4 levels at which ethical issues may be addressed

1. Personal Level – situations faced in personal life (income tax and speeding)

2. Organization Level – workplace situations faced as managers and employees (illegal dumping and ‘creative’ accounts).

3. Industrial Level – ethical situations confronted as professionals.

4. Societal and International Level – local-to-global situations confronted indirectly or directly by management. 

Personal vs. Organizational Ethics: 3 Approaches to Resolving Ethical Conflicts 
1. Conventional Approach (ch 6) ABOVE

2. Principles Approach 


- Principle of Utilitarianism – forces on producing the greatest ratio of 
good to evil for everyone (consequentialist theory). 


- Principle of Rights – focuses on examining, and possibly protecting, 
individual moral or legal rights. 


- Principle of Justice – involves considering what alternatives promote 
fair treatment of people. Types of justice: Distributive, Compensatory 
and Procedural.
3. Ethical Test
· - Test of common sense

· - Test of ones self

· - Test of making something public

· - Test of ventilation

· - Gag Test

Managing Organizational Ethics Figure 7.3

	Society's Moral Climate

	 
	Business's Moral Climate
	 

	 
	 
	Industry's Moral Climate
	 
	 

	 
	 
	 
	Organization's Moral Climate
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 


Improving Ethical Climate Figure 7.5

· Chapter 9 – Globalization and Ethics

· Globalization: the world-wide trend of world economies becoming borderless and interlinked. This is made possible by free trade, free capital mobility, easy migration etc. 

· Internationalization: process by which firms increase their awareness of the influence of international activities on their future and establish and conduct transactions with firms from other countries

· Whereas internationalization simply recognizes that nations increasingly rely on understanding among one another, globalization is the effective erasure of national boundaries for economic purposes.

· Global capitalism: the free movement of resources around the world. (sometimes ppl use this interchangeably with globalization)

· GATT (General Agreements on Tariff and Trade): started in 1947

· Lower customs duty rates

· Goods, not services

· Tariff reductions (anti-dumping and non-tariff measures)

· Spawned the WTO

· WTO superceded GATT in 1995

· WTO (World Trade Organization): 

· Objective: help trade flow smoothly, fairly and predictably

· Decisions by consensus

· Several agreements (Goods, Services, Intellectual Property)

· Dispute-settlement mechanism

· Non-discrimination principles

· How well does WTO work?

· Limited power over national govments

· Indirect enforcement powers

· Many restrictions of what it can do to ensure system works

· Members freedom to limit imports confined to few key areas

· Membership means certain limits on behaviour

· No favouritism if it = trade discrimination

· No unilateral imposition of trade sanctions b4 brining a complaint to a WTO trade panel

· TEXTBOOK

· The Pros and Cons of Globalization

	· Impact on ↓
	· Globalists
	· Antiglobalists

	· Consumers
	· open markets allow for free trade of goods and services

· lower costs

· greater efficiency

· lower prices

· greater variety of g&s

· rising living standards
	· Benefits the wealthy and further impoverishes the poor

· Widening of wealth gap worldwide

· Harmful to low-income consumers

	· Employees
	· Faster economic growth

· Higher wages

· More employment

· Improved working conditions
	· Globalism places profits above people

· Depresses wages

· Displaces workers

· Undermines workers rights

	· Environment
	· Global capitalism means rapid economic growth

· Resources necessary to clean up env’s

· Dvpmt of more efficient CO2 reducing technologies

· Protection of ecosystems

· Pollution reduction
	· Exploitation and destruction of ecosystems in name of corporate greed

· Ignores advers impacts on env

· More pollution, especially CO2

· Exacerbated global warming

	· Developing nations
	· Open markets, cross border investments are keys to national economic dvpmt

· Higher standards of living

· Better working conditions

· Cleaner env’s
	· Global capitalism, world trade bodies, world financial institutions conspire to keep developing nations in debt

· Destroys local economies

· Further impoverishes ppl

	· Human Rights
	· Free and open markets create cultures/institutions supporting rule of law and free expression

· Spreads economic/political freedom
	· abuses of human rights, including:

· political and religious oppression

· false imprisonment

· torture

· free speech

· abuses workers (women and children)


· Challenges of the Multinational Corporation (MNC):

· Corporate legitimacy:

· The MNC must seek a role in a foreign society, wants to be perceived as legitimate in the eyes of the host country

· Must fulfill it’s social responsibilities (economic, legal, ethical and philanthropic)

· The MNC is seeking to optimize globally, while the host govts are seeking to optimize locally

· The MNC is often place din a ‘no-win’ env. Everything they do is perceived as negative ie. The MNC pays market wages, may be seen as exploiting labour with low rate wages.

· Differing philosophies:

· The philosophy of western industrialized nations, and thus their MNCs, focuses on economic growth, efficiency, specialization, free trade, and comparative advantage. By contrast, LDCs focus on equitable income or increased economic self-determination

· The MNCs may appear to be inherently exploitative because their presence may make the poorer nation dependant on them.

· MNC- host country challenges

· Facing cultural differences

· MNC is unable to cope with the foreign cultural env. (culture shock)

· Culture, customs, language, attitudes, and institutions vary from country to country, can pose insurmountable obstacles for MNC

· Business and govt differences

· Depending on the region of the world and industry, the extent of the business/govt interactions vary widely 

· Ie. Japan’s bus/govt rel’ship is very close-knit 

· Mgmt and control of global operations

· Organizational structure and design. MNCs must employ a multiplicity of organizational approaches in their markets

· Human resource mgmt: tactical use of home vs. host country nationals, selection and training of employees

· Exploration of global markets

· Intense competition among MNCs from all over the world

· Strategic alternatives must be used because of high competition

· Developing 3rd world markets pose significant temptation to MNCs to exploit and cut corners

· 3 levels of sensitivity in developing 3rd world countries: 

· Be sensitive to the need to modify or redesign products: so that they will be appropriate for the target market

· Be sensitive to the impacts of products: especially in long-term non-western markets

· Be sensitive to the extent to which their products are politically vulnerable ie. Gasoline, medicine, etc.

· Dilemma of the multinational corp.:

	· HOME COUNTRY STAKEHOLDER PRESSURES
	· THE MULTINATIONAL CORPORATION
	· HOST COUNTRY STAKEHOLDER PRESSURES

	· STANDARDS→
	· 
	· ←STANDARDS

	· PRACTICES→
	· 
	· ←PRACTICES

	· ETHICS→
	· 
	· ←ETHICS

	· LAWS→
	· 
	· ←LAWS

	· CULTURE→
	· 
	· ←CULTURE

	· CUSTOMS→
	· 
	· ←CUSTOMS

	· SYSTEM OF GOVT→
	· 
	· ←SYSTEM OF GOVT

	· SOCIOECONOMIC SYSTEM→
	· 
	· ←SOCIOECONOMIC SYSTEM


· Ethical issues: 

· Questionable marketing: 

· Firms pursuing what might be called normal practices were it not for the fact that they were being pursued in foreign countries wehre local circumstances made them questionable.

· Ie. Infant formula controversy in LDC 

· Plant safety

· Companies have moral responsibility to enforce high standards, especially in developing countries not yet ready or able to regulate these firms

· People of developing countries are often unaware of the dangers of new technology

· Must meet safety standards and be inspected yearly etc. 

· Ie. Bhopal Tragedy at plant in India

· Sweatshops and labour disputes

· Characterized by child labour, low pay, poor working conditions, worker abuse, health and safety violations

· Grown in number recently due to increase in competition, and corps want to lower their costs and increase their productivity

· Companies must be accountable for the employee abuses that occur in the process sof producing the merchandise that they distribute

· Labour standards: 

· Do not use child or forced labour

· Provide safe work env

· Respect workers right to unionize

· Work weeks must be under 48hrs/wk

· Pay wages = cost of living

· Ie. Nike, Wal-Mart etc.

· Corruption, bribery, and questionable payments

· Undermines growth, discourages foreign investment and reduces the optimal usage of limited resources

· Bribery legislation makes bribes illegal in many countries. But grease payments are legal. 

· Grease payments: facilitating payments to officials for the primary purpose of getting them to do whatever they are supposed to do anyway

· Bribes vs. grease payments

	· Definitions
	· Examples

	· Grease payments
	· 

	· Relatively small sums of money given for the purpose of getting minor officials to: 

· Do what they are supposed to be doing

· Do it faster or sooner

· Do it better then they would otherwise
	· Money given to minor officials (clerks, attendants, customs inspectors) for the purpose of expediting. This form of payment helps gets goods or services thru red tape or administrative bureaucracies

	· Bribes
	· 

	· Relatively large amounts of money given for the purpose of influencing officials to make decisions or take actions that they otherwise might not take. If the officials considered the merits of the situation only, they might take some other action
	· Money given, often to high-ranking officials. Purpose is often to get these ppl to purchase goods or services from the bribing firm. May also be used to avoid taxes, forestall unfavourable govt intervention, secure favourable treatment etc. 


· Improving global business ethics: 

· Global codes of conduct: 

· Corporate global codes: made by the company pertaining to their intl business

· Global codes and standards set by international organizations: hope that companies will adopt these in addition to their corporate global codes. (see fig 9-6 in text for details)

· Ethics and global strategy: the ethical dimensions of MNC activity should be considered as significant inputs into top-level strategy formulation and implementation

· If ethics doesn’t get factored in at the strategic formulation level, it is doubtful that ethics will be considered at the level of operations where strategy is being implemented.

· Suspension of activities: occurs when the MNC encounters unbridgeable gaps between the ethical values of its home country and those of its host country.

· Ethical impact statements: an attempt to assess the underlying moral justifications for corporate actions and the consequent results of those actions.

· Companies should be constantly aware of the impacts they are having on society, particularly foreign societies by periodically assessing their impact.

· Fundamental intl rights: 

· freedom of physical mvmt

· ownership of property

· freedom from torture

· fair trial

· nondiscriminatory treatment

· physical security

· speech and association

· minimal education

· political participation

· subsistence

· Seven moral guidelines:

· MNCs should: 

· do no intentional, direct harm

· produce more good than bad for the host country

· contribute by their activities to the host country’s dvpmt

· respect the human rights of their employees

· respect the local culture and work with it

· cooperate with the local govt in the dvpmt and enforcement of just background institutions

