Chapter 8: The Social Context
Business and Society
· Unethical behaviour may be directed against the organization itself, or it may be consistent with the organization's goals but inconsistent with commonly accepted ethical principles
· Unethical behaviour costs can accumulate
· Media has reported its concerns about unethical activities and reflects on the business ethical standards
· Issues that raise questions about ethics is:  misusage of natural resources, close relationship with government, employee treatment, 
· Crisis in confidence in a variety of corporate activities
· Shaken business-society relationship: countless scandals
· This expanding list has caused a breach in society's trust for business leaders
· Numerous companies have undermined public confidence in the integrity of business through their scandalous activities
· Whether the business community will be able to adequately respond to society's expectations of greater accountability is largely dependent on the level of attention the business affords this issue
· Appears that businesses should develop a better understanding of the status of societal expectations
· Managing the Forces of Business and the Stakeholders of Business:
· In order to more fully understand the ethical dimensions of business, its critical to appreciate the concept of stakeholders
· Stakeholder concept has become central idea in understanding the business and society relationship
· Stakeholders: individuals or groups with whom business interacts and who have a "stake" in the business
· Can range from simply an interest in management actions to legal or moral right to be treated in certain way to a legal claim of ownership at the other extreme
· External Stakeholders: composed of such parties of government, consumers and community members
· Internal Stakeholders: can include business owners and employees among the principal groups
· Stakeholders who have a legitimate claims on the organization
· Just as stakeholders can be affected by the actions of decisions of the business grim, these stakeholders also influence the organization's actions and decisions
· Some observers would also view our environment and our future generations as important stakeholders in the activities of business
· Managing the Challenges of the Societal Force:
· An organization that adequately addresses the societal force will fulfil its responsibilities to the variety of stakeholders
Corporate Social Responsibilities (CSR):
· The workings of the free and competitive marketplace will moralize corporate behaviour 
· Business need only be concerned with the profit motive since the invisible hand of the free market will produce a systematic morality
· CSR should be purely rational and economic
· Responsibility of business organizations to develop a moral conscience and exercise ethical judgement or social responsibility
· It is the regulatory hands of the law and the political process rather than the invisible hand of the marketplace that turns these objectives to the common good
· Social Responsibility: to those obligations or responsibilities of an organization that involve going beyond the production of goods and services at a profit and the requirements of competition, legal regulations or custom
· Involves an obligation to create policies make decisions and engage in actions that are desirable in terms of society's values and objectives
· Archie Carroll's four part definition asserts that the social responsibility
·  of business encompasses the econ, legal, ethical and discretionary expectations that society has of organizations at a give point in time
· Indicates that there are issues above econ and legal ones that a business must confront
· Business must address econ resp: must generate good and services that society wants
· Must abide by the laws in order to fulfill its legal responsibilities
· Ethical responsibilities include the standards or expectations that reflect what the societal stakeholders regard as fair
· Business has somewhat philanthropic responsibility that do reflect part of the implicit agreement between business and society
· The CSR Debate:
· Business should have very limited social responsibilities while others argue that the CSR of a business should be extensive
· The Case Against CSR:
· Business is Business: profit maximization is the primary purpose of business
·  and to have any other purpose is not socially responsible. In a free enterprise, private property system a manager is an employee of the owners of the business and consequently is directly responsible to them. Primary responsibility is to the owners or shareholders. That a regard for ethical values in market decisions might lead businesspeople to confuse their econ goals with other goals so that they fulfill the basic business functions of operating efficiently. Ado vacation of CSR, also acknowledges the difficulty of adopting an ethical corporate objective. No company can be expected to serve the social interest unless its self-interest is also either by the expectations of profit the avoidance of punishment. 
· Business Plays by its Own Rules: Business cannot be judged by the same set of rules or standards of moral conduct that we apply outside of business. Should a business apply the same set of ethical standards we apply personally? Lying may be viewed as unethical behaviour, it can be viewed legitimate within the boundaries of business activity. The business executives may engage in activity that is acceptable within the rules of business even though this activity may be viewed as unethical but the public. Individuals may employ ethical standards in business that differ from those generally employed in their non-working lives. Business Bluffing is an accepted as a form of business conduct. 
· Business Should Not Dictate Morality: business enterprises are responsible to the owners or shareholders, their mandate is to maximize profit. Are economic institutions and they should leave the issue of social policy to the jurisdiction of government. Managers should not be entitled to the resp to carry out duties of CSR. A corporation that is engaging in extensive social programs is essentially performing a political function in addition to its econ purpose.  Those opposed to business venturing into the social sphere, argue that government can simply enforce regulations to ensure that business is social resp rather than allowing business to take  it upon itself to judge matters of CSR.
· Organizations Cannot Be Held Responsible: not always easy to place blame when the entity responsible for an action is not an individual but rather the corporation. It is the corporation's leaders and their constituents whose behaviour must be studied. Unethical behaviour is the result of two ethical standards: B+Personal. Under pressure people might compromise their personal standards in order to achieve the goals of the organization. 
· The Case for CSR:
· Conform the Societal Expectations: B+S should not be separate entities, but rather the business plays a role within society. Business are created to serve public needs. Because of this, a business will not act in a way where they lose customers, B are dependent on society for its existence. Hence there is an obligation not to violate societal beliefs regarding socially resp behaviour esp. if such violations would undermine the credibility of an enterprise's role in society. Profit is only a part of the resp of business. Shareholders have shown and increase in expectations that business behave responsibility.
· Adopt CSR as a Practical Business Strategy: to avoid public criticism that might inadvertently encourage more government involvement. Lack of concern for CSR may lead to scrutiny. Exploiting consumer for profits would be both socially irresponsible and unwise for the B. 
· Acknowledge Membership in a Broader Network of Stakeholders: suppliers, government and society in general are affected in some way by corporate activity and consequently must be considered in conducting business. The business should consider the impact on any party that has a stake in its operations. If management focuses only on the concerns of minority of stakeholders, other stakeholders may withdraw their participation. Need not be socially resp is to ignore the fact that business enterprises regularly interact with and affect numerous stakeholders. 
· Gain Long-term benefits of CSR: suggest that even if an action does not result in immediate benefits for the enterprise, engaging in socially resp behaviour is wise from a longer-term strategic perspective. Business that makes relationships will more likely continue to receive acceptance from the public. The notion of building and maintaining goodwill with the public and positive image are certainly influenced by social responsiveness. 
· Corporate Social Responsibility on the Rise: 
· We are undergoing a gradual transformation that increasingly involves shaping orgs to balance the profit objective with levels of CSR
· Recognition and balance the needs of different stakeholders
· Long list of corporate scandals
· New legislation has attempted to hold organizations more accountable for their behaviour and to offer greater disclosure of their activities to public
· How a B responds to stakeholders depends on their CSR approach
· Traditional Pragmatic approach has been one that focuses on strategies that consider only the objectives of the owners or shareholders
· Emphasis on the need of one group of shareholders
· The primary orientation of B is to fulfill econ, social interests
· Drive to adopt CSR
· does not ignore the resp of B to owners or shareholders to max profit, this should not be accomplished at the expense of other stakeholders
· Mgrs are challenged to use ethical principles to guide managerial actions when faced with competing interests among different stakeholders
Globalization and its Discontents: Is Free Trade the Problem?
· Business in the Global Society:
· Anti-globalization critics view uncontrolled international trade as the cause for problems in developing countries
· View that competition from expanded international trade will result in low wages, standard for working conditions, pollution, lower taxes in developed and developing countries
· The World Bank and International Monetary Fund:
· International Monetary Fund – IMF
· GATT, World Bank and IMF wanted to support countries' economic grown and development through trade
· World Bank: abbreviated from International Bank of Reconstruction and Development (IBRD) and International Development Agency (IDA) mission to create an inclusive and sustainable globalization, reducing poverty in middle income countries (IRBD) and focuses on world's poorest countries (IDA)
· World Bank does not loan money at low interest or no interest to countries for low econ development
· IMF: mission to foster global monetary cooperation, securing financial stability, facilitating international trade, promoting high employment and sustainable economic growth and reducing poverty
· Hands-Off Policies for Developing Countries:
· World bank and IMF believe that free trade policies based on comparative advantage are best for helping developing countries achieve rising standards of living
· Set free market condition on loans and assistance to developing countries
· Require governments to enforce contracts and property rights, removing regulations from labour markets, eliminating protectionist tariffs and quotas to allow imports from developed countries, lowering taxes on business to encourage private investment, privatizing state-run industries
· This policy cannot succeed if government cannot be trusted to spend loan on the projects and people who needed it most
· What is Globalization?
· Integration of economic activities, across borders, through markets
· Voluntary trade is motivated by self interest, profits from innovation and mutually beneficial gains
· Connection to bigger ponds in international market create opportunities for gains and new competitors
· Winners and losers from globalization
· Self-interest is key motive in expanding globally, speeding up because of technology and transportation enhancement
· Cheap and easy to connect to markets globally
· Speeding the elimination of government barriers to trade
· Sweatshops VS. Farms:
· Markets and opportunities that arise from globalization may not look good, even though participants see them as vast improvement in their lives
· In sweatshop evaluation always ask question about opportunity cost
· Behind the law of supply is the basic idea that to hire labour business must pay at least the value of the best alternative use of the party worker's time
· When people choose sweatshop because this make them better off
· May be a rising standard of living for some
Hands-Off or Hands On Again? Governments and Global Markets
· Social Safety Nets:
· Hands-on position believes government has a responsibility to maintain a social safety net to support that economic welfare of citizens left behind by trade and markets
· Specialization, trade and creative destruction create winners and losers
· Poor and developing countries lack this
· Programs cost money that governments in poor countries may not have
· Hands-off policies for labour markets also discourage government regulation of working conditions
· Hands-off for the Economist Magazine:
· Once the government takes a hands-on role in helping people and industries who lose from the creative destruction of market competition, the door is open for special interest groups to ask for government help in protecting them from this competition
· Buried in Wool:
· Protectionism that exists today is not new
· Whose Side are they On?
· Magazine supports free market and globalization and opposes government interference in economic or social activity
· Their argument is that the harm that poor countries suffer is not causes by market forces but by government action
· Practice What you Preach
· Some of the opposition of the free trade policies of the World Banks, IMF and WTO stem from wat anti-globalization critics and government of poor countries percieve as the hypocrisy of western trade proposals
· To be fair, developing countries did the same during negotiations, pushed for expanded access to western markets for products they export while trying to protect their domestic industries from western import competition
· Terms of Trade:
· Power struggle between government of rich and poor countries
· Terms of trade: quantity of exports required to pay for on unit of imports
· Largely determined by prices in international markets
· Power struggle over tariffs and subsidies
· Shake Hands?
· The competitive forces of creative destruction will generally cause rising standards of living, but can also cause poverty and misery as jobs disappear in import-competing industries
· Limited Role for Government?
· Government should maintain a social safety net to support the economic welfare of citizens left behind by trade and markets
· Hands off position sees many of the unfortunate outcomes resulting not from trade, but from government interference in markets
· Responses to political pressure from industries and workers harmed by competing imports can distort the terms of trade and put industries and workers in the poorest countries at disadvantage
· Market or Government Failure?
· If you think It is important for government to help those who lose from expanded trade in import-competing industries, you run the risk that the government will also succumb to political pressure and implement protectionist policies that slow both the expansion of trade and economic growth
· Supporting hands on position, you are betting that market failure is worse than governmental failure. The failure of markets to produce rising standards of living, full employment and stable prices are likely and costly than government failing by succumbing to political pressure from special interest for market protection
· If you think markets are best left alone to produce economic growth, you run the risk that those who lose from expanded trade in import-competing industries will end up in poverty and misery
· Supporting hands-off position, you are better that government failure is worse than market failure. The failure of government that comes from implementing protectionist policies that are not societies best interest, more likely and costly than markets failing in the form of falling living standards for those in import-competing industries 
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