MANA 181
Final Exam
GLOBAL ETHICAL CHALLENGES

Donaldson Framework
· Minimal set of universal rights

· Freedom of physical movement
· Ownership of property

· Freedom from torture

· Fair trial

· Nondiscriminatory treatment

· Physical security

· Speech and association

· Minimal education

· Political participation

· Subsistence

Core Value
· Values must exist in both Western & non-Western cultural/religious traditions

· Respect for human dignity (companies can create safe workplaces, safe products)

· Respect for basic rights

· Good citizenship (supporting economic/educational institutions, protecting the environment)
Conflict of relative development
· Conflicts result from different levels of economic development

· Would this practice be acceptable if my country were in similar stage of economic development?

Conflict of cultural differences
· Is it possible to conduct business in this country successfully without undertaking this practice?
· Does the practice violate core human value? (Japanese gift giving)
Universalism: Widespread sets of guidelines that cut across countries & cultures

Ethnocentrism: Do everything like you do in your home country.

Cultural Relativism: Ethical behavior is determined by a country’s culture, laws, & business practices.
Donaldson’s Suggestions

· Respect for core values & local traditions.
· Context matters when deciding what is right/wrong.

· Design & implement conditions for suppliers & customers.

· Allow foreign business units to help formulate ethical standards.

· Support efforts to decrease institutional corruption.
· Exercise moral imagination.

International Codes

· Caux Principles
· Emphasizes working for the common good & respect for human rights.

· Global Reporting Initiative

· Global Sullivan Principles

· Support economic, social, and political justice by companies where they do business.

· Support human rights & encourage equal opportunity at all levels of employment.
· OECD Guidelines for Multinational Enterprises

· Voluntary code of conduct.

· Principles for Global Corporate Responsibility: Benchmarks

· UN Global Compact

· Voluntary code of conduct.

Fair Labor Association

· Code of Conduct: Single Comprehensive Code
· Membership: 12 Corporations, 28 NGOs, 170 Colleges
· Funding: Corporate dues & University licensing fees
· Monitoring: Self monitoring supplemented by external monitors
· Wages: Local minimum wage
· Disclosure: Infractions private
· Sanctions: Expelled from FLA
Worker’s Right’s Consortium
· Code of Conduct: Universities develop their own codes

· Membership: 94 Universities, human rights & labor organizations

· Funding: University licensing fees & foundation grants
· Monitoring: Spot investigations by local NGOs

· Wages: Living wage

· Disclosure: Full disclosure of all investigations

· Sanctions: Left to discretion of participating universities

CASE: NIKE

CORRUPTION IN INTERNATIONAL BUSINESS
US Foreign Corrupt Practices Act
· Unlawful to bribe foreign officials, foreign political parties, party officials, or candidates to obtain or retain business.
· Applies to any individual firm, officer, director, employee, agent of the firm, and any stockholder.
· Prohibits payments through intermediaries.
· Grease payments are allowed that expedite or secure routing governmental action.
Bribe (influencing officials to make decisions that they otherwise might not make) Vs. Grease Payment
Transparency International
· Anti-corruption agency active in more than 70 countries.
· Has helped to found 72 national chapters that design national anti-corruption strategies.
· Created several indices about bribery.
· Created the Islands of Integrity, companies declare publicly that they will not pay/accept bribes.
OECD Antibribery Initiatives

· Commits 34 signatory countries.
· Adopt common rules to punish companies that engage in bribery.
· 21 countries subject to close monitoring to determine adequacy of their laws.
· Public exposure.
Cases of Corruption
· Interdependence between economic & political actors.
· Public officials having discretionary power over the distribution to the private sector.
· Industry subsidies associated with more corruption.
· Corruption exists at every level.
Costs of Corruption

· Direct costs: bribes, red tape, avoidance, directly unproductive behavior.
· Reduced investment.
· Reduced public expenditures.
· Weak infrastructure.
· Socio-economic failure.
· Countries w/ more corruption have less going into investment & education.
Costs of Bribery
· May set a precedent & your company may be susceptible to future payoff demands.
· Payoffs become a standard operating procedure.
· May not address organizational problems adapting to doing business in a developing country.
CASE: NES CHINA

POLITICAL ISSUES
Government’s Role
· Prescribes the rules of the game for business.

· Purchases business’ products & services.

· Uses its contracting power to get businesses to do things it wants.

· Major promoter & subsidizer of business.

· Owner of vast quantities of productive equipment & wealth.

· Architect of economic growth.

· Financier.

· Protector of various interests in society against business exploitation.

· Directly manages large areas of private business.

· Repository of the social conscience & redistributes resources to meet social objectives.

Industrial Policy: any selective government measure that prevents/promotes changes in the structure of the economy.
· Accelerationists: pinpoint industries that can become international competitors.
· Adjusters: offer assistance to declining industries, but make sure that they commit to modernize.

· Targeters: select group of sectors that could be used to develop growth.

· Central planners: more comprehensive plans.

Advantages of Industrial Policy
· Declining/threatened competitiveness of the US in world markets.
· Used by other governments.
· US already has an industrial policy, haphazard result of tariffs, unplanned taxes.
· US has a long history of helping out industries in distress & subsidizing industries.

Disadvantages of Industrial Policy

· Reduces market efficiency.

· Foreign success has been overrated.

· Japanese system produced too few entrepreneurial risk takers.
· US can’t develop successful industrial policy.

Examples of US Industrial Policy
· $24 billion to airline industry after WTC attack
· $250 million in loan guarantees to Lockhead (1971)
· Chrysler received $1.5 billion in loan guarantees (1979)
· Dealt with Savings & Loan industry 2 a cost of $124 million (1989)
Market Failures Explaining Regulation
· Compensating for spillovers
· Unregulated price of many goods do not reflect true cost to society.
· There may be spillover costs.
· Spillover benefits may also exist.
· Inadequate information
· For a competitive market to function, buyers must have sufficient information.
· Some manufacturers have an incentive to provide incorrect information.
· Some suppliers are reluctant to supply the information.
· Excessive competition
· Competition in industries like airlines, trucking, etc. would be excessive.
· Viewed as the cause of depression in the 1930s.
· Natural monopoly
· Some industries cannot support more than one firm.
· Economies of scale are so great.
Regulation
· Economic

· Focus: market conditions, economic variables (entry, exit, prices, services)
· Industries affected: selected (railroads, aeronautics, communications)
· Examples: Federal Communications Commission
· Trend: regulation to deregulation, but problems with deregulation may reverse that trend
· Social
· Focus: people in their roles as employees, consumers, and citizens (social goals)
· Industries affected: virtually all
· Examples: Equal Employment Opportunity Commission, Occupational Safety & Health Administration
· Trend: stable
Corporate Political Strategy: activities taken by organizations to acquire, develop, & use power to obtain an advantage.
· Campaign contributions
· Soft money: unlimited contributions to the national political parties by individuals or organizations for party-building activities.
· Hard money: political donations regulated by law through the Federal Election Commission
· Lobbying: the act of trying to directly shape/influence a government official’s understanding & position on a public policy issue.
· Grassroots lobbying: stating a position on a specific legislative proposal to the public, then asking the public to urge their legislator to support that stated position.

· Trade associations: more than 6000 trade associations represent companies grouped by industry.
· Washington DC Office: more than 700 corporations have offices in Washington DC.
Political Action Committees: groups of like-minded people who use their money & power to influence political outcomes & decisions.
· Pro: PACs are a reasonable means that a business may use to organize their contributions to candidates for office.

· Con: PACs expect something in return other than good government and this can lead to differing treatment for those who give & those who cannot.

An Effective Political Strategy

· Need to understand the political system and the regulatory system.

· Congressional members want to be re-elected.

· Congressional members need information about their constituent preferences.

· Congressional members want to develop get political intelligence at the lowest cost possible.

Political Strategies
· Collective good

· Free Rider

· Follower

· Leader

· Private good

· Political Entrepreneur

CASE: WESTAR

ENVIRONMENTAL ISSUES

Global Environmental Issues
· Climate change
· Energy
· Water
· Biodiversity & Land use
· Chemicals, toxics
· Air pollution
· Waste management
· Ozone layer depletion
· Oceans & Fisheries
· Deforestation
Resource waste is a key contributing factor to the ecological crisis.
Global warming: the gradual warming of the earth’s atmosphere.
· Deforestation
· Beef production

· Population growth

· CFCs (chlorofluorocarbons)
Kyoto Proposal: requires industrial countries to reduce greenhouse gas emissions more than 5% below 1990 levels over a period of several years.
In many nations, the government is actively involved in regulating business activities in order to protect the environment. (Regulates air, water, & land pollution)
· Environmental Protection Agency (EPA)
· Clean Air Act

· Safe Drinking Water Act

· Clean Water Act

· Toxic Substances Control Act
· Comprehensive Environmental Response, Compensation & Liability Act (CERCLA)
· Pollution Prevention Act

Sustainable development: meeting the needs of the present w/o compromising the ability of future generations to meet their own needs. (Balance between economic & environmental considerations)
· Protecting the environment will require economic development.
· Economic development must be achieved sustainably.

Benefits/Incentives: competitive advantage, legitimacy, environmental responsibility, build new businesses, save money.
Who should care most? (Pressures)

· High brand exposure (Coca-Cola)
· Big environmental impact (Exxon)
· Natural resource dependence (International Paper)
· Current exposure to regulation (DuPont)
· Increasing potential for regulation (Automaker)
· Competitive market for talent (Microsoft)
· Low market power (companies that supply large companies)
· Established environmental regulations
What can firms do?
· Do not use up resources faster than they can be renewed.

· Transport products with minimal energy.

· Design longer lasting products.

· Recycle products that wear out.
Stages

· Pollution prevention (minimize waste).
· Product stewardship: focus on the full impact of the product.

· Clean technology: companies shift production & use fewer resources.
Sustainability issues from fishing simulation

· Eureka’s fishermen are catching 1/3 as many fish as they did 20 years ago.

· Fishermen are facing dwindling fish stocks everywhere.

· Crisis in the fishing industry is too many boats for too few fish.

· Fish species are threatened due to over fishing.

Status of US fishing industry
· Hard times affect the industries that depend on fishing.
· Eureka fisheries, seafood processor, has cut 2/3 of work force.
· US Government shut out foreign competition by extending US territorial waters from 12 to 200 miles.
· Government programs encourage fishing & technology.
Role of the US Government

· Spent millions of dollars on tax credits & low interest loans to encourage boat construction & equipment purchases.

· Guys built bigger & better boats.

· Eureka’s commercial fishing doubled.

· Science and subsidies allowed fisherman to replace guesswork w/ technology.

· Technological advances made US fishing industry more efficient, while devastating American fisheries.

· New tough regulations have been imposed.

· Serious limitations have been imposed on where to fish & how much to catch.

· Industry leaders want the government to initiate a multimillion dollar buy back program.

· Environmentalists want expanded restrictions, underwater national parks.

Hot sustainability can be achieved
· Seasonal banning on long line fishing.
· Need to sway away the International Commission for the Conservation of Atlantic Tunas.
· Some countries may need to be pushed to limit their catch.
CASE: STARBUCKS

UNDERSTANDING STAKEHOLDER DIALOGUE GLOBALIZATION
Stakeholder dialogue

· A conversation w/ a center, not sides.
· Goes beyond getting to yes, trying to reach a new understanding.

· The art of thinking together.

· Collective, multiparty conversation.

Importance of dialogue

· Taps the collective intelligence of all participants.

· Helps to develop a new set of values & perspectives.

· Generates innovative ideas & solutions.

· Helps to create a common language.

· Develops a stronger, trusting relationship.

Dialogue vs. Discussion
· Dialogue

· Equality & absence of coercive influences.
· Complex issues are explored.
· Diverging, do not seek agreement.
· Listen with empathy.
· Bring assumptions into the open.
· Discussion

· Inequality/pulling of rank.
· Judgment is not suspended.
· Decisions are made.
· Converge on a course of action.
· Useful after a dialogue has occurred.
Appropriate use of dialogue
· Most important for dealing w/ issues that a firm cannot solve unilaterally.
· Issues that are highly salient & high interdependence.
· Most appropriate when conflict resolution mechanisms are not well institutionalized.
Shell’s use of dialogue

· Convened a series of roundtables in 14 countries.
· Roundtables involved a dozen fairly senior managers and a dozen outsiders.
· Insiders first reflected on what made them proud to work at Shell, and challenges.
· Outsiders discussed their expectations of MNCs.
Different Kinds of Dialogue
· Business leaders

· Focus on economic, social, & environmental.
· Propose major solutions.
· Good neighbor

· Play a part in the community.
· Proactive community development.
· Mature green

· Companies will pollute, unless controlled.
· Manage whole product life cycle.
· Ethical example
· Responsive to business principles.
· Encourage 3rd party verification.
· Increased transparency.
Sincerity of Shell

· According to Corp Watch staffers, Royal Dutch is a pro at the PR game.
· Shell’s sustainable strategy has extracted $30 billion in wealth from Nigeria with little contribution to the development.
· Shell created a social and ecological disaster in the Niger Delta.
Greenwash Awards

· Oil majors Shell, BP, and ExxonMobil dominated the Greenwash Awards.
· Beat out Monsanto, Novartis.
· In Rio, businesses committed themselves to sustainable development.
· Oil companies in Johannesburg (world summit) presented themselves as solar companies fighting world hunger.
· Businesses often spend more advertising their green projects than on the projects themselves.
Friends of the Earth

· Publishes an alternative Shell report annually.
· Shell has gas flares burning day and night in Nigeria.
· Numerous polluting oil spills have affected Nigeria.
· In Russia, Shell’s Sakhalin project is threatening Pacific grey whales.
· The area’s biodiversity.
· The livelihood of the island’s people.
