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CHAPTER

LEARNING OBJECTIVES

After studying this chapter,
you will be able to

1 1dentify four @groups to which
business has a responsibility.

2 List and explain four
philosophical approaches to
resolving ethical questions in
busiriess.

3 Name three kinds of paoliution,
and outline acticns to contro!
each.

4 Specify the four rights of
consumers.

5 State the responsibilities of the
Equal Employment Opportunity
Commission.

6 [dentify four issues that are of
particular concern to women in
the workplace.

7 Delineate two general ways in
which investors may be cheated
of their rightful profits.

8 st six actions that companies

are taking to meet their ethicai
and social responsibilities.
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Ethical and Socia
Responsibilities o
Business

Facing a Business Challenge
at Ben & Jerry’s Homemade
CAN A COMPANY BE PROFITABLE AND
SOCIALLY RESPONSIBLE AT THE SAME
TIME?

en & Jerry’s Homemade makes more than premiumn ice cream; it makes

B an unusual effort to operate a business as a foree for social change. The

company has earned a nationwide reputation as an organization that

stands apart in today’s highly competitive, money-driven business environment.

Making a profit seems to be less important to the founders than meeting the

needs of employees and the surrounding community. And the company culture
has always emphasized people, fun, and adventure,

Co-founders Ben Cohen and Jerry Greenfield intended to start an ice eream
parlor, and once the business got going, sell it and move on. But there always
seemed to be something that forced them to grow, such as a new competitor or
the need to replace or fix equipment. Almost in spite of itself, the ice cream
parlor became a growth company.

But growth brought increased profits and financial ¢ontrols. The company
was becoming less fun and more “businesslike.” Cohen and Greenfield believed
that if the company became like other corporations, they would have failed. So
four vears after starting the company, the two founders decided on a way to run
it so that Ben & Jerry’s Homemade would be a force for social change. The
company would be held in trust for the community. Growth and profit would be
a means to increased social responsihility, which would justify being more busi-
nesslike.

The co-founders’ social responsibility goals are demonstrated in many ways.
Of pretax profits, 7.5 percent goes to support social causes (the national average
is 1.5 percent). The company is a leader in corporate recycling and environmen-
tal programs. Products are not only associated with peace, justice, and the envi-
ronment, but they support these causes financially, For example, a percentage
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stakeholders Individuals or
groups to whom business has a
responsibiity

Part One / Focus on Business Today

of sales from Peace Pops goes to promoting world peace. Rain Forest Crunch is
made with nuts from the South American rain forest, which supports the native
people directly and gives them a long-term financial incentive to nurture the
forest rather than chop it down for lumber.

Today the company is a multimillion-dollar corporation, and double digit
growth is once again challenging the culture and commitment to social change.
There are now hundreds of people in the company, and not all of them share
Cohen and Greenfield’s idealism. The two founders worry that some managers
have become too profit-oriented and that new projects are being evaluated for
their ability to generate profit rather than social change. How can Cohen and
Greenfield maintain their ideals as the company grows? What does it mean for a
company to be socially responsible” Can a large corperation halance the desire
to be socially responsible with the need to remain profitable?’

> FOUNDATIONS OF BUSINESS ETHICS

As Ben Cohen and Jerry Greenfield realize, each company functions as part of
an interactive system composed of various stakeholders: managers, owners,
employees, consumers, and society at large. If a company’s management consis-
tently shortchanges any of these groups, the business will eventually cease to
exist. Owners who are unhappy with the company’s performance will withdraw
their capital and invest it elsewhere. Workers whose needs are not met will quit
and find other jobs. Consumers whose tastes and values are ignored will spend
their money on other things. And if the concerns of society are disregarded, the
voters will clamor for laws to limit offensive business activities.

Most business executives sincerely try to respond to the needs of these
groups. Generally speaking, their efforts are successful. However, the interests
of these groups sometimes conflict. When that happens, businesspeople are
faced with a dilemma: how to reconcile competing interests. In trying to ensure
profits, for example, a manager might be tempted to compromise product qual-
ity. Would the choice be justified” No, but it isn’t always easy to know what’s
best.

The Evolution of Social Responsibility

Business ethics is more complicated than it used to be. Back in the “bad old
days” before the turn of the century, the prevailing view among industrialists
was that business had only one responsibility: to make a profit. Railroad tycoon
William Vanderbilt summed up this attitude when he said, “The public be
damned. I'm working for the shareholders.”?

By and large those were not good times to be a low-level worker or an unwary
consumer. People worked 60-hour weeks under harsh conditions for a dollar or
two a day. The few bold people whao tried to fight the system faced violence and
unemployment. Consurtters were not much better off. Cavear emptor was the
rule of the day—*Let the buyer beware.” If you bought a product, vou paid the
price and took the consequences. There were no consumer groups or govern-
ment agencies to come to your defense if the product was defective or caused
harm; if you tried to sue the company, chances were vou would lose.

These conditions caught the attention of a few crusading journalists and nov-
elists known as muckrakers. They used the power of the pen to stir up public
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EXHIBIT 4.1 B Early Government Regulations Pertaining to Business

Despite their reputation for being cold-biooded in business, many early tycoons were aiso philanthropists. For example,
Andrew Carnegie, a pioneer in the steel industry, donated money to create public libraries in smail towns throughout the
Umted States Nevertheless ‘government regulatlons were needed o ensure ra|r busmess practrces

GOVERNMENT REGUIATION DATE EFF ECT

lnterstate Commerce Act 1887 ' Regulated busmess pracnces speofca”y ralfroad
operations and shipping rates.

Sherman Antitrust Act 1890 Fostered competition by preveniing monocpolies
and noncompetitive mergers.

Pure Food and Drug Act 1906 Encouraged purity of food and drugs, specifically
those transported across state lines.

Meat Inspection Act 1906 Encouraged purity of meat and meat products,
specifically those transported across state lines.

Federal Trade Commission Act 1914 Controlled illegal trade practices through the
creation of the Federal Trade Commission.

Clayton Act 1914 Eliminated price discrimination that gave large
businesses an advantage over smaller firms.

indignation and agitate for reform. Largely through their efforts, a number of
laws were passed to limit the power of monopolies and to establish safety stan-
dards for food and drugs (see Exhibit 4.1).
Despite these reforms, business continued to pursue profits above all else
until the Great Depression. When the economic system collapsed in 1929, the
public became disenchanted with business. With 25 percent of the work force
unemployed, people lost their faith in unbridled capitalism, and pressure
mounted for government to fix the system.
At the urging of President Franklin Roosevelt, Congress passed laws to protect
workers, consumers, and investors. The Social Security system was set up, em-
ployees were given the right to join unions and bargain collectively, the mini- Ay stakeholders in their
mum wage was established, and the length of the workweek was limited. Legisla- companies, today’s employ-
tion was enacted to prevent unfair competition and false advertising, and the «es have the right to bargain
Securities and Exchange Commission was established to protect investors. collectively. If negotiations

. . .. break down, union members
As the Depression drew to a close and World War Il began, public confidence ;1" "y oo telephone

in business revived. Throughout the 1950s, the relationship among business, warkers have the right to go
government, and society was relatively tranquil. But the climate shifted dramati-  on strike. When a company

cally in the 1960s, as activism exploded on four fronts: environmental protec- fails to meet the needs of its
stakcholders, its prospects
for success are dim.

tion, national defense, consumerism, and civil rights. These movements have
drastically altered the way business is conducted in the United States. Many of
the changes have been instituted willingly by socially responsible companies,
others have been mandated by government regulation, and still others have
come about because of pressure from citizen groups.

But despite the efforts of various groups, public confidence in business re-
mains low. Approximately two out of three people believe that business is not
doing enough to provide job security for employees, help the community, keep
the environment clean, price products fairly, and behave ethically.® Executives
themselves also have doubts about the ethical standards of the business world.
Eight out of ten upper-level managers think pecple are either occasionally or
frequently unethical in their business dealings, and nearly one in four believes
that ethical standards get in the way of career success.’




92

utilitarianism Philosophy used
in making ethical decisions that
aims 1 achieve the greatest
good for the greatest number

individual rights Philosophy
used in making ethical decisions
that aims [0 protect human

dignity
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The problem, some argue, is inherent in the nature of capitalism, which is
based on the assumption that if people are free to pursue their own interests,
they will all look out for themselves fairly effectively, and society as a whole will
benefit. Thus the “invisible hand” of the market will juggle everyone’s interests
more effectively than laws or regulatory agencies. This assumption can be used
to justify selfish behavior in business dealings and to support a “survival of the
fittest” approach to ethical decisions.

Philosophical Bases for Social Responsibility

Although we tend to blame “business” for exerting a corrupting influence, in the
final analysis, corporations are merely collections of individuals, each making
choices with moral implications. If everyone behaves ethically, the organization
as.a whole will act in a responsible manner. The trick, then, is for each person to
think through the consequences of his or her actions and make the “right”
choice.

The trouble lies in determining what is “right” in any given situation. One
approach is to measure each act against certain absolute standards. In our cul-
ture, these standards are generally derived from Judeo-Christian teachings:
“Thou shalt not lie”; “Thou shalt not steal”; “Thou shalt not bear false witness
against thy neighbor”; “Do unto others as you would have them do unto you.”
These principles provide the foundation for the laws and regulations of our soci-
ety.

But rules have their limitations. Some situations defy clear-cut distinctions.
In such situations, three other philosophical approaches are useful in identifying
the “right” course of action: utilitarianism, individual rights, and justice.”

Utilitarianism

According to the concept of utilitarianism, the “right” decision is the one that
produces the greatest good for the greatest number of people. If you were a
manager using this approach, you would try to figure out the impact of all the
alternative actions on evervone concerned and then choose the alternative that
created the most satisfaction for the most people. You would reject alternatives
that catered to narrow interests or that failed to satisfy the needs of the majority.
The value of this approach would depend on your skill in estimating the effect of
your decisions. The challenge would lie in coming up with a decision that would
benefit the most people.

Individual Rights

Another approach is to be guided by a belief in the importance of individual
rights. Because a belief in another person’s rights implies that you have a duty to
protect those rights, you would reject any decision that violated these rights. For
example, you would not deceive people or trick them into acting against their
own interests. You would respect their privacy and their right to express their
opinion openly. You would not force people to act in a way that was contrary to
their religious or moral beliefs. And you would not punish a person without a fair
and impartial hearing. Although vou might be guided by a desire to achieve the
preatest good for the greatest number of people, you would reject any choice
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that violated the rights of even one person. In an era when individual workers
expect and demand their rights, this philosophy is becoming a practical neces-
sitv. In dealing with issues related to AIDS or drug testing, for example, compa-
nies are tryving to honor the individual’s right to privacy without jeopardizing the
group’s rights to a safe working environment. In the last few vears, in fact, the
coneept of individual human rights has been broadened to encompass the pro-
tection of plants, animals, land, water, air, and other natural clements of the

cnvironment.

The solutions to many
day-to-day questions in
business are not simply right or wrong. Rather, they
fall inte a gray area. To demonstrate the perplexing
array of moral dilemmas faced by businesspeople,
here is a “nonscientific” test. Give it a try, and see
how you score. In the space to the right of each state-
ment, mark 0 if you strongly disagree, 1 if you disa-
gree, 2 if you agree, and 3 if you strongly agree.

1. 1t's okay to withhold negative information
about a product in order to make a big sale
as long as the negative aspect isn’t dangerous
or life-threatening.

2. There are times when a manager must
overlook confract and safety violations in
order to get on with the job.

3. 1t is not always possible to keep accurate
expense records. Therefore, it is sometimes
necessary to give approximate figures,

4. There are times when it is necessary to
withhold embarrassing information from the
boss.

5. We should do what our managers suggest,
even though we may have doubts about its
being the right diing to do.

6. It is sometimes necessary to conduct
personal business on company time,

7. Taking a friend to lunch and charging it to
the company as a business expensc is
acceptable as long as the bill is reasonable
and doing so doesn’t become a regular habit.

8. 1 would quote a “hopeful” shipping date to
get an order. .

FOCUS ON ETHICS

How Do Your Ethics Measure Up?

9. It is proper to use the company WATS line
for personal’calls as long as it's not being
nsed for company business.

10, Management must be goal-oriented.
Therefore, the edd usually justifies the
means. K )

11, If providing heavy entertainment and
twisting comipany pelicy a bit would win 'a
large contract, I would authorize it.

12. Exceptions to company policy and - o
procedures are a.way of life.

13. Invéntory controls should be designed 1o
report “underages” rather than “overages” in
goods received.

14, Gceasional use of the compaity’s
photocopying machine for personal or
commuiiity activities is acceptable,

15. Taking home ¢ompany property {pencils,
paper, tape, and the like) for personal use is
an aceepred fringe benefic.

If your total score is:

0 Pcf:)ssib]e saint

1-5 Bishop material

610 High ethical values

11-15 Good ethical values

16-25 Average ethical values

26-35 - Deficient ethical development
36—-44 In trouble

45 Possible jailbird

93



94
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ing ethica! decisions that aims to
ensure the equal distribution of
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Justice

In making your decisions, you might also apply criteria based on the principles
of justice. These principles include a belief that people should be treated
equally, that rules should be applied ¢onsistently, and that people who harm
others should be held responsible and make restitution. A just decision, then, is
one that is fair, impartial, and reasonable in light of the rules that apply to the
situation.

These three approaches are not mutually exclusive alternatives. On the con-
trary, most people combine them to reach decisions that will satisfy as many
people as possible without violating any person’s rights or treating anyone un-
justly. In applying these philosophical principles, companies must balance the
needs of the various groups that have a stake in our economic system: the
community and its environment, consumers, workers, and investors.

> BUSINESS AND THE ENVIRONMENT

The difficulty of this balancing act becomes apparent when you consider the
case of Bofors Nobel, a manufacturer of paint pigments. The company disposed
of the wastes from the manufacturing process on 68 wooded acres behind its
plant in Muskegon, Michigan. When the government ordered the firm to clean up
the site, the estimated cost came to $60 million. With annual sales of oniy $30
million, Bofors opted to close its doors.® Now the company is our of business, its
customers are scrambling to line up new sources of pigment, the employees are
out of work, and the toxic waste remains. In a situation like this, there are no
winners.

The Pervasiveness of Pollution

‘Toxic wastes are not the only form of pollution threatening our environment.

Qur air, our water, and our land are all paying dearly for our economic progress.

Air Pollution

As a resident of the United States, the chances are two out of three that you
breathe air that fails to meet the standards of the Environmental Protection
Agency (EPA).” How bad is this air? Bad enough to cause 50,000 premature
deaths each year; bad enough to add an extra $10 billion to $25 billion annually
to the nation’s health-care bills.® Potentially bad enough to jeopardize the eco-
system and make the earth uninhabitable.

On a day-to-day basis, the most noticeable form of air pollution is probably
smog, which is produced by the interaction of sunlight and hydrocarbons (gases
released when fossil fuels are burned). On especially smoggy days, your eyes
burn, your throat feels sore, and if you suffer from a respiratory disease, your
activities are restricted.

Another sort of air pollutant is rain that has a high acid content, created when
nitrous oxides and gaseous sulfur dioxide react with air. This “acid rain” has
been blamed for damaging lakes and forests in southeastern Canada and the
northeastern United States. Most of the harmful emissions come from coal-
burning factories and electric utility plants.

Apart from contributing to acid rain, coal emissions have another disadvan-
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tage: They may contribute to a “greenhouse effect.” The heated gases form a
layer of unusually warm air around the earth, which traps the sun’s heat and
prevents the earth’s surface from cooling. Some scientists believe that the green-
house effect will eventually cause dramatic changes in the earth’s climate, in-
cluding a general increase in temperature, changes in rainfall, and a rise in the
level of the oceans.

Another long-term threat of unknown proportions is the depletion of the
earth's protective ozone layer caused by chlorofluorocarbons (CFCs), which are
used as industrial cleansers, refrigerants, and ingredients in insulation and foam
packaging. Scientists fear that if the ozone layer continues to deteriorate, the
effects of the sun’s rays will be magnified, increasing the incidence of a deadly
form of skin cancer.

An air-pollution problem with more immediate health implications is posed
by the airborne toxins that are emitted into the atmosphere during some manu-
facturing processes. Large corporations release some 2.7 billion pounds of these
chemical wastes into the air each vear, and small companies probably add a
good deal more.® Although the effects of many of these substances are unknown,
some are clearly carcinogens (cancer-causing agents}.

Water Pollution

Qur air is not the only part of our environment to suffer. Approximately
10 percent of our river and lake water is polluted.'” In some areas, the harbors
and coastal waters are in trouble as well. This pollution comes from a variety of
sources: manufacturing facilities, mining and construction sites, farms, and city
sewage systems. Although dramatic accidents like the Exxon Valdes oil spill in
Alaskan waters capture our attention, the main threat is the careless day-to-day
disposal of wastes from thousands of individual sources. '

Land Pollution

Even if all wastewater were purified before being discharged, our groundwater
would still be endangered by leakage from the millions of tons of hazardous
substances that have been buried in the ground or dumped in inadequate stor-
age sites. The cost for cleaning up U.S. toxic waste sites could eventually exceed
$500 billion.'* Many of these sites were created years ago by companies that
carelessly—but legally—disposed of substances that are now known to cause
cancer and other illnesses. Although some experts believe that 90 percent of
these sites pose little health risk, the fact remains that nobody knows for sure
just how dangerous they are. What is certain is that they are extremely difficult
to clean up.

Government and Industry Response

Today an overwhelming majority of people in the United States consider them-
selves environmentalists. In fact, by a ratio of six to one, they want to reduce
pollution even if it means paying higher prices.? Politicians and business execu-
tives are well aware of this fact, and they're responding accordingly.

Concern for the environment has gradually increased since the 1960s, when
ecology, or the balance of nature, became a popular cause. In 1963 federal,

Business Around
the World

In countries such as Egypt,
the World Health Organiza-
tion is investigating the
spread of a debilitating dis-,
ease through stagnant irriga-
tion canals. Although the
irrigation systems were built
to increase agricultural pro-
duction, the disease has cut.
worker output by as much
as 35 percent.

ecology Relationship among liv-
ing things in the water, air, and

soil, as well as the nutrients that

support them
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state, and local governments began to enact laws and regulations aimed at re-
ducing pollution. (A brief summary of major federal legislation appears in Ex-
hibit 4.2.) But the bedrock legislation underlying federal efforts to control pollu-
tion is the National Environmental Policy Act of 1969, which established a
structure for coordinating all federal environmental programs. This act was fol-
lowed by a presidential order in December 1970, which established the Environ-

EXHIBIT 4.2 » Major Federal Environmental Legisiation

LEGISLATION

DATE EFFECT

National Environmental Policy Act 1969 Established a structure for coordinating all federal environmental programs.

Order of Administrative Reorganization 1970 Estabiished Council on Environmental Cuality to advise president

on environmental policy and to review environmental impact
statements. Led to formation of Environmental Protection
Agency and consolidation of federal activities under it.

AR POLLUTION

Clean Air Act

Clean AIr Act amendments
{Motor Vehicle Air Pollution
Contral Act)

Alr Quality Act

Clean Air Act amendments

Clean Air Act amendments

Clean Air Act amendments

SOLID-WASTE POLLUTION

Solid Waste Disposal Act
Resource Recovery Act

Resource Conservation and
Recovery Act

1963 Authorized assistance to state and local governments in
formulating control programs. Authorized limited federal action in
correcting specific peliution problems.

1965 Authorized federal standards for auto-exhaust emissions. Set
standards for 1968 models and thereafter.

1967 Authorized federal government to establish air-quality controf
regions and to set maximum permissible poliution levels.
Required states and iocaiities to carry out approved control
programs or else give way to federal controls.

1970 Authorized EPA to establish nationwide air-pollution standards
and to limit the discharge of six principal pollutants into the
lower atmosphere. Authorized citizens to take legal action to
require EPA to implement its standards against undiscovered
offenders.

1977 Postponed auto-emission requirements. Required use of
scrubbers in new coalfired power plants. Directed EFPA to
establish system to prevent deterioration of air quality in
cleart areas.

1990  Established schedule and standards for cutting smog, acid rain,

hazardous factory fumes, and ozone-depleting chemicals.

1965 Authorized research and assistance to state and local control
programs.

1970 Subsidized construction of pilot recycling plants; authorized
development of nationwide control programs.

1976 Directed the EPA to reguiate hazardous-waste management,
from generation through disposal.

Surface Mining and Reclamation Act 1976 Controlied strip mining and restoration of reclaimed land.

Resource Conservation and
Recovery Act amendments

1984 Amended Solid Waste Dispasal Act. Provided technical and
financial assistance for recovery of energy and other resources
from solid waste; regulated treatment, storage, transportation,
and disposal of hazardous waste.
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mental Protection Agency (EPA) to regulate air and water pollution by manufac-
turers and utilities, supervise auto-pollution control, license pesticides, control
toxic substances, and safeguard the purity of drinking water.

The EPA’s effectiveness has waxed and waned over the past 20 years, depend-
ing on who's in power in Washington, D.C. After slipping in influence during the
Reagan vears, the agency has regained some ground under the Bush administra-

LEGISLATION

\WATER POLLUTION

Refuse Act

Federal Water Poliution Control Act

Water Quality Act

Water Cuality Improverment Act

Federal Water Pollution Control
Act amendments

Safe Drinking Water Act
Clean Water Act

Water Quality Act

Federal Insecticide,r Funcjcide -

and Rodenticide Act

Federal Insecticide, Fungicide
and Rodenticide Act amendments

Pesticide Contrel Act

Noise Control Act

Pesticide Contrel Act
amendments

Toxic Substances Control Act

Comprehensive Environmental
Response, Compensation, and
Liability Act

Superfund Amendments and
Reauthorization Act .

1965

1970

1972

1974
1977

1987

1967

1972

1972

1975

1976

1980

1986

. 1972

Prohibited dumping of debris into navigable waters without 2

permit. Extended by court decision to industrial discharges.

Authorized grants to states for water-pollution control. Gave
federal government limited authority to correct specific pollution
problems.

Provided for adoption of water-quality standards by states,
subject to federal approval.

Provided for federal cleanup of oil spills. Strengthened federal
authority over water-pcliution control.

Authorized EPA to set water-quality and effluent standards;
provided for enforcement and research.

Set standards for drinking-water quality.

Crdered control of toxic pollutants by 1984 with best available
technology that is economically feasible.

Extended the current program of grants for sewage-treatment
projects. Required states to develog and implement programs to
control "nonpoint” sources of pollution {rainfall runoff from farm

and urban areas, forestry, and mining sites).
OTHER POLLUTANTS
1947

To protect farmers, prohibited fraudulent claims by
salespersons. Required registration of poisonous products.

Provided new authority to license users of pesticides.

Required all pesticides shipped in interstate commerce to be
certified as effective for their stated purposes and harmless to
crops, animal feed, animal life, and humans.

Required EPA to set noise standards for major sources of noise
and to advise Federal Aviation Administration on standards for
airplane noise.

Set 1977 deadline (not met) for registration, classification, and
licensing of many pesticides.

Required testing of chemicals; authorized EPA to restrict the
use of harmful substances.

Commonly called “Superfung Act”; created a trust fund (paid for
in part by toxic-chermical manufacturers) to clean up hazardous-
waste sites.

Established scheduies for clean-up and preferences for types of
ciean-up actions.
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tion. Its current efforts are based on the premise that more will be accomplished
by working with business to clean up and prevent pollution than by taking an
adversarial stance. To an increasing degree, the EPA is moving away from a
command/control posture toward a free-market approach, which emphasizes
incentives for doing the right thing as well as punishment for doing the wrong
thing. For example, in certain citics companies can buy and sell pollution rights.
Each company is given an allowable “pollution quota™ based on such factors as
its size and industry. If a company voluntarily reduces pollution below its limit,
it can sell its “credits” to another company. Although granting companies the
right to pollute might seem counterproductive, it encourages them to clean up
their operations as quickly and as thoroughly as possible. Ultimately, a national
or even a global market could exist for trading pollution credits,'”

The current approach to pollution control recognizes that the health threat
posed by a given industrial pollutant must be weighed against the economic cost
of limiting or eliminating its use. Many activities that cause pollution also pro-
duce socially desirable results. The waste dumps, factories, power plants, and
pesticides that threaten the environment almost always meet a legitimate social
need. Long-term solutions lie in giving business the motive and opportunity to
find alternative wavs to meet those needs.

One of the most promising new directions is emphasizing prevention as op-
posed to correction. Pioneering companies are reducing the flow of pollutants
into the environment—and lowering their cleanup bills—by using alternative
materials, changing production techniques, redesigning products, and recyeling
wastes. Since 1975, 3M has launched 2,300 projects aimed at reducing pollution.
Far from costing the company money, these projects have actually saved
$1 billion. "

Progress Toward Cleaner Air

The one good thing vou can say about air quality in the United States is that it
could be a lot worse. In the past 20 years, some modest progress has been made
toward cleaner air, thanks to government standards and industry’s efforts w
comply. Companies are currently spending some $35 million per vear to combat
air pollution.’® Cars account for 40 percent of our smog problem and are
96 percent cleaner than they were prior to 1970.'° Factory emissions that con-
tribute to smog and acid rain have declined. An agreement among 24 nations to
limit the production of chlorofluorocarbons should help reduce the threat to the
ozone layer. The fight against toxic chemical emissions is getting a boost from
the passage of the Emergency Planning and Community Right-to-Know Act,
which requires businesses to report the amount of toxic chemicals they release
into the air, land, and water.

Preparing this information has been an eve-opener for many companies.
When Richard Mahoney, chairman of Monsanto, saw how much toxic waste the
company was generating, he was flabbergasted. He decreed that Monsanto would
voluntarily cut toxic emissions by 90 percent. In the process of meeting that
goal, Monsanto—like many other large companies—has discovered wavs to save
money and elean up the environment simultaneously by improving production
processes and by recveling chemicals that used to pose a disposal problem. For
example, one of the company’s nvlon fiber plants has cut its toxic air emissions
by 90 percent since 1987 by capturing a toxic solvent in a mineral oil bath
before it goes up the smokestack. Recycling the solvent saves the company
several million dollars a vear in raw material costs.!’
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In 1990 Congress passed a series of tough new amendments to the 1970 Clean
Air Act. The sweeping measure calls for cuts in smog, acid rain, toxic emissions,
and ozone-depleting chemicals. Businesses are required to phase in improve-
ments through the year 2005. The legislation differs from previous laws in sev-
eral important respects that should contribute to its effectiveness. For one thing,
it applies to small companies as well as large ones. Believe it or not, local dry
cleaners, bakeries, and other seemingly innocent businesses are a significant
source of air pollution. Another important aspect of the new law is that instead
of requiring companies to reduce pollution to virtually zero, it requires them to
achieve whatever level of purity can be-attained using the best technology avail-
able. This provision puts an end to a controversy over the meaning of “negligible
health risk” that has tied up the implementation of previous laws.

‘Experts project that by the year 2005, the new law should knock out 73 to
90 percent of the pollutants being released into the air.'® However, progress has
a price. The cost to industry may run as high as $25 billien per vear by early
in the next century. Opponents of the measure contend that profits and jobs will
be lost and that the economy as a whole will suffer. On the other hand, given the
circular flow of money, one company’s expenditures become another company's
revenues, so the net economic effect may not be all that severe.!”

The Battle for Cleaner Water

Since the passage of the Water Quality Act of 1965, the federal government has
invested over $50 billion in the fight against water pollution, while state and
local governments have contributed at least half again as much. Much of this
money has been used to upgrade sewage systems, which handle wastes from
homes and businesses alike. These improvements have gone a long way toward
cleaning up harbors, lakes, and rivers that formerly served as cheap dumping
srounds for raw sewage. One notable exception is the ocean off Cape May, New
Jersey, which serves as the disposal site for sludge from both New York City and
New Jersey.”®

Industry has also made a major investment in treating wastewater. Factories
that used to dump toxic chemicals into nearby waterways are discouraged from
doing so by the National Pollutant Discharge Elimination System, which re-
quires any company that pumps fluid into a river or lake to obtain a permit.
However, even though this system has effectively stopped “point-source” pollu-
tion from industry, it does nothing to control nonpoint pollution—the runoff
from farms and streets that accounts for 65 percent of the stream pollution in
the United States.”’

The War on Toxic Waste

For years, many industrial wastes were routinely dumped in landfills, whose
protective barriers (if any) could not be counted on to prevent dangerous chemi-
cals from leaking into the soil and eventually into the water supply. In 1980
Congress established the so-called Superfund to clean up the 1,189 most hazard-
ous of these old dumps. The initial fund, financed by a special tax on chemical
manufacturers, has received several additional transfusions of taxpayer money,
bringing total government funding so far to $15.2 billion. When a site is targeted
for cleanup, the EPA encourages the parties responsible for the pollution to pay
the bill. If an agreement can’t be reached up front, the cleanup is paid for out of
the Superfund, and the EPA then tries to recover the costs by suing the compa-
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Before you blame business
for all of our environmental
problems, consider that the
average person in the United
States discards 1,300 pounds
of garbage a year. We are
rapidly running out of places
(like this dump in Phoenix,
Arizona) to discard our
trash. The answer to the
solid-waste problem is not
figuring out how to burn it
or compact it; the answer is
to reduce it.
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nies most responsible for the environmental damage. These companies, in turn,
may sue other parties that were involved in owning, operating, or sending wastes
to the site. All too often, the effort to parcel out the burden of responsibility
leads to lawsuits among hundreds of companies, tying up the cleanup effort for
vears. Companies generally end up paying about 60 percent of the cleanup
costs, and the government pays the rest. Each site costs an average of $30 mil-
lion to restore.??

Results to date have been discouraging. It’s taken over 10 years to remove 60
sites from the Superfund list. There’s a question, however, about whether the
groundwater in some sites can ever be restored to drinking-water purity—the
standard imposed by a 1986 amendment to the Superfund law. Some 19 loca-
tions that improved after initial treatment have subsequently reverted to a con-
taminated state. A more practical approach, some argue, would simply be to
contain the damage, since only 11 percent of the sites pose a potential health
threat to residents in a finite area.>®

Although old sites will be a continuing problem far into the future, industry is
making progress in reducing new hazardous-waste contamination. For one
thing, more companies are now dumping wastes in their own controlled and
environmentally sound sites, and fewer are leaving their wastes to independent
disposal firms, which are notorious for illegal dumping. In addition, manufactur-
ers are trying out several other methods of eliminating or neutralizing their
hazardous by-products. Some use high-temperature incineration, some recycle
wastes, some give their wastes to other companies that can use them (some-
times getting in return wastes they can use), some neutralize wastes biologically,
and some have redesigned their manufacturing processes so that they don’t
produce the wastes in the first place.

> BUSINESS AND CONSUMERS

The activism of the 1960s that awakened business to its environmental respon-
sibilities alsc made companies more sensitive to consumers. Crusaders such as
Ralph Nader, author of Unsafe at Any Speed, shocked the public with exposés
about poorly designed, unsafe, and unhealthful products. In response to the
consumer movenient, a number of businesses created their own consumer-
affairs departments to handle customer complaints, and state and local agencies
set up bureaus to provide consumer information and assistance. At the federal
level, President John F. Kennedy announced a new “bill of rights” for consumers,
which laid the foundation for a wave of consumer-oriented legislation (see Ex-
hibit 4.3 on pages 102-103). These rights include the right to safety, the right to
be informed, the right to choose, and the right to be heard.

The Right to Safety

The federal government imposes many safety standards, which are enforced
primarily by the Consumer Product Safety Commission (CPSC}), an agency cre-
ated in 1972 to monitor the safety of some 15,000 products sold to consumers.
Standards for some products, such as automobiles, drugs, foods, and medical
devices, are established and monitored by special agencies. In addition, state
and local agencies have regulations of their own.

Theoretically, companies that fail to comply with these rules are forced to
take eorrective action. However, many consumer advocates complain that a
wide array of unsafe products slip through the cracks because the various regu-
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latory agencies lack the resources to do an effective job. Roger Burrows is the
lone CPSC inspector in San Diego, California, one of the 10 largest cities in the
country. Burrows not only investigates all complaints received by the local
CPSC office but also does spot checks to be sure the city’s 27,000 retailers are
selling safe products. His investigations of accidents involving all-terrain vehi-
cles and lawn darts were instrumental in the nationwide banning of those two
products.”

But even without government action, manufacturers are motivated to meet
safety standards by the threat of product liability suits and declining sales. A
poor safety record can do grave damage to a company’s reputation. Consider the
case of the Audi 5000 sedan, which reportedly is prone to sudden, violent accel-
eration when the transmission is put into drive. After a report on the problem
was aired on “60 Minutes,” Audi’s sales plunged, declining by almost half in two
years. Although Audi initially blamed the problem on inept drivers, it was ulti-
mately forced to recall the car and modify the transmission. The firm has dis-
continued the Audi 5000 and is introducing new models, but according to indus-
try experts, “Itll take five years to repair the damage” to Audi’s reputation.®

The Right to Be Informed

One possible way to protect the safety of consumers is to explain any product
risks on the label. If the danger is great enough, a warning label is required by
law, as in the case of cigarettes. But warning labels can be a mixed blessing for
consumers. To some extent, the presence of a warning protects the manufac-
turer from product-liability suits, but the label may do little to deter people from
using the product. The warning labels on toys are a case in point. Every year,
roughly 12,000 children are seriously injured by toys, many of which are clearly
labeled “Not recommended for children under three vears of age.”=°

Regardless of whether a product is harmful, however, consumers have a right
to know what is in it and how to use it. At the same time, they have a right to
know the costs of goods or services and the details of any purchase contracts.
Over the years, the government has created a variety of rules and regulations
that prevent companies from making false or misleading claims about the in-
gredients, features, or prices of their products and services.

During most of the last decade, the agencies responsible for labeling (the Food
and Drug Administration, the Federal Trade Commission, and the Agriculture
Department) were squarely aligned with the supporters of deregulation. But the
laissez-faire policies of the recent past are fading. The Nutritional Education and
Labeling Act of 1990 is now the basis for reregulating food labeling: The Surgeon
General’s office is leading an interagency task force to revamp the warning labels
on alcohol, the FDA is cracking down on the food industry’s use of false or
misleading claims on labels, the FTC is investigating the unsupportable claims
made by liquid-diet manufacturers, and the Agriculture Department is working
on new labels for meat and poultry.

These agencies are concerned not only with safety but also with accurate
information. For example, the FDA is seeking consistency in serving sizes (so
that consumers can compare equal quantities), it’s clarifying label language {so
that consumers will know what terms such as light and witralight really mean),
and it's investigating the accuracy of health claims (so that consumers can iden-
tify which products are truly good for them). The FDA has made a few high-
profile assaults on companies that were making misleading claims. For example,
it seized shipments of Procter & Gamble’s Citrus Hill Fresh (continued on p. 104)
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EXHIBIT 4.3 P Major Federal Consumer Legislation

LEGISLATION

FOOD AND DRUGS

Food and Drugs Act

Meat Inspection Act

Federal Food, Drug, and
Cosmetic Act

Delaney Amendment to the Food,
Drug, and Cosmetic Act

Kefauver-Harris Drug Amend-
ments to Food and Drug Act

Wholesome Meat Act

Orphan Drug Act

Drug Price Competition/Patent
Term Restoration Act

Amendment to Orphan Drug Act

Nutrition Education and Labeling Act

Pesticide Safety Improvement Act

Food, Agriculture, Conservation,
and Trade Act

MISBRANDING AND FALSE OR HARMFUL ADVERTISING e

Wheeler—Lea Act

Wool Products Labeling Act

Fur Products Labeling Act

Textile Fiber Products
ldentification Act

1206

1906

1938

1958

1962

1967

1983

1984

1985

1990

1990

1990

1938

1939

1951
1958

DATE EFFECT

Forbade aduiteration and misbranding of food/drugs in interstate
commerce.

Authorized Departiment of Agriculture to inspect slaughtering,
packing, and canning plants.

Added cosmetics and therapeutic products to Food and Drug
Administration’s jurisdiction. Broadened definition of misbranding
to include “false and misleading” labeling.

Prohibited use as food additive of any chemical found to induce
cancer.

Reqguired manufacturer to test safety and effectiveness of drugs
before marketing them and to include common or generic name
of drug on iabel.

strengthened standards for inspection of slaughterhouses of
red-meat animals.

Established incentives {such as tax credits, grants, and contract
support] and granted exclusive marketing rights to promote the
development of drugs for rare diseases and conditions.

Established abbreviated application procedure for generic
versions of “pioneer” drugs; eliminated requirermnent for
expensive retesting of generic equivalents of brand-name drugs
developed after 1962

Extended federal incentives to promote the development of
drugs for rare diseases and conditions.

Required spedcific, uniform labels detaiiing nutritional information
such as caloric levels, fat content, and cholesterol amounts in
food items to be included on product (abels; prohibited
manufacturers from making certain nautritional ciaims about their
products on the label when other equailly important information
[sucn as cholesterof level) has not been mentioned.

Required continuous updating of information on safety of
pesticides, established user training, and set new registration
standards.

Prevented the export of pesticides banned for use in the
United States (to abolish LS. pesticides showing up in food
imported for U.S. consumption).

Enlarged Federal Trade Commission's powers to cover deceptive
practices in commerce and false advertising of foods, drugs, and
cosmetics.

Required fabric labeling [percentage of fabric components,
manufacturer's name).

Reguired that fur labels name animals of origin.

Prohibited misbranding and faise advertising of fiber products not
covered in the wool or fur labeling acts.
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LEGISLATION

Federal Hazardous Substances Act

Fair Packaging and Labeling Act

Public Heaith Cigarette Smoking Act

Country of Origin Labeling Act '

DATE
MISBRANDING AND FAISE OR HARMFUL ADVERTISING

1960

1966

1970

1985

EFFECT

Requrred Warnmg !abels o appear on items contalnlng
dangerous household chemicals.

Required honest, informative package labeling. In 1972, added
requirement that fabels show origin of product, guantity of
contents, representation of servings, uses and/or applications.

Banned cigarette advertising on radio and TV, strengthened
reguired warning on packaging.

Required all items of clothing to carry a label indicating the
country of origin.

Flammabfe Fabrics Act

Traffic and Motor Vehicle Safety Act

Child Protection and Tay Safety Act

Poison Prevention Packaging Act

Consumer Product Safety Act

1953

1966

1969

1970

1972

Proh|b|ted interstate shlpment of apparel or fabnc made of
dangerously flammable materials.

Required manufacturers to notify purchasers of nrew cars of
safety defects discovered after manufacture and delivery.

Provided greater protection from children's toys with:
dangerous mechanical or electrical hazards.

Requnred manufacturers to use safety packaglng on products
that may be harmful to children.

Created Consumer Product Safety Commission, an independent
federal agency, and empowered it to set safety standards for
certain products, such as power lawn mowers and children’s .
toys, to require warning fabels on unsafe products; and to
order recalls of hazardous products.

CREDlTPEde&ION T

Truth-in-Lending Act {Consumer
Protection Credit Act)

Fair Credit Reporting Act

Magnuson-Maoss Warranty Act

Home Mortgage Disclosure Act

Fair Debt Collection-Practices Act

1970

1975

1975

1978

Required creditors ta inform individuals obtaining credit of the
armount of the finance charge and the percentage rate of interest
charged annually. Limited credit card holders’ liability in
unauthorized use.

Required agencies reporting consumer credit data to follow
procedures assuring accuracy of their information. Required
users of this information, upon withholding credit, to inform
consumer of source of this information.

Required all warranties to be written in ordinary language, to
contain all terms and conditions of the warranty, and to be made
available prior to purchase to facilitate comparison shopping.

Required banks and savings and loan associations to compile
and make public information on mortgage loans that they make
and the locations of those loans.

Prohibited deceptive and unfair debt-collection practices: calling
at inconvenient or unusual times; harassing, oppressing, or
abusing any person; making false statements when collecting
debts.
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orange juice, arguing that “fresh” is a misnomer for a product made from con-
centrate. It is also cracking down on the use of such claims as “low in choles-
terol,” “light,” and “high in fiber.”*”

The Right to Choose

Business responds very well to the right to choose: The number of products
available to consumers is truly amazing. But how far should this right extend?
Are we entitled to choose products that are harmful—cigarettes and liquor, for
example? Or sugar-coated cereal? Or rock music with suggestive lyrics? And to
what extent are we entitled to learn about these products? Should beer and wine
ads be eliminated from TV, as ads for other types of alcoholic beverages have
been? Should advertising aimed at children be banned?

These are some of the issues that consumer groups are concerned about. No
clear answers have been found. Generally speaking, however, business is sensi-
tive to these issues. Recent public concern about drunk driving, for example, has
led the liquor industry to encourage responsible drinking. Similarly, the movie
industry has instituted a rating system to help the public gauge whether a film is
appropriate for a particular audience. Like those in the liquor and movie indus-
cries, mast U.8. businesspeople would rather help consumers make informed
choices than be told what choices they can offer.

The Right to Be Heard

A final consumer right is the right to be heard. Here again, most businesses are
extremely responsive. Qver half of all companies with sales of over $10 million
have toll-free consumer information numbers.*® Most actively encourage feed-
back from customers, because this information helps the business correct past
mistakes and make informed decisions about offering new products and ser-
vices.

Consumers can often make their points more forcefully by working through
advocacy groups such as the Consumer Federation of America, the National
Consumers League, Mothers Against Drunk Driving, and the American Associa-
tion of Retired Persons. These organizations, and hundreds of others that repre-
sent special interests, have the resources to lobby lawmakers and influence
public opinion. They can also put pressure directly on businesses by staging
demonstrations or boycotts.

> BUSINESS AND WORKERS

Over the past 20 years, dramatic changes have occurred in the attitudes and
composition of the work force. These changes have forced businesses to modify
their recruiting, training, and promotion practices.

The Push for Equality in Employment

The United States has atways espoused economic freedom and individual rights
to pursue opportunity. Unfortunately, until the past few decades, many people
in the United States were targets of economic discrimination, relegated to low-
paying, menial jobs and prevented from taking advantage of many opportunities
based solely on their ethnic background, race, gender, age, disability, religion, or
other irrelevant characteristics.

The burden of discrimination has fallen on minorities, such outnumbered
and easily distinguishable groups as African-Americans, Hispanics, Asian-
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Americans, people with disabilities, and people who are elderly. In a social or - EXHIBIT 4.4
economic sense, women are a minority as well. Even though thev outnumber
men in our socicty, wormen have also traditionally suffercd ceonomie diserimi-
nation.

How Discrimination Has
Affected Employment of
Minorities

Job diserimination, in particular, has been a “vicious cyele.” Because they  Discrimination has resulted in
could not hope for better jobs, many minority-group members have had little  contnuing low levels of em-
incentive to seek an education. And because they have not been adequately — ployment for minorities and
cducated, many have not heen able to qualify for those jobs that might have hes narrowed their choice of
been available to them. Exhibit 4.4 shows how discerimination has affected the e
job opportunities of key minorities.

Discrimination runs counter to the American ideal of equal opportunity for
all. So when women, African-Americans, Hispanics, and other minorities have
pressed for fair treatment, society has responded.

Government Action

Several branches of the federal government are instrumental in shaping the
country’s position on civil rights. Congress, the exeeutive branch, and the courts
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all play a vital role. In addition, state and local governments have their own
programs and policies for helping minorities. As the composition of these groups
changes, the government’s policies on civil rights shift.

Over the past 25 years, there has been a constant tension in the government
between those who want to create special programs to help minorities move up
the economic ladder and those who prefer to minimize the government’s inter-
vention. The proponents of affirmative action believe that equal opportunity can
best be achieved if disadvantaged groups are temporarily given special benefits.
They argue that minorities deserve and require preferential treatment to make
up for vears of discrimination.

The opponents of government intervention believe that individuals should be
judged on their own merits, regardless of race, sex, religion, or age. They argue
that creating special opportunities for women and minorities creates a double
standard that infringes on the rights of other workers and forces companies to
hire, promote, and retain people who are not necessarily the best choice from a
business standpoint. These affirmative-action opponents believe that the best
way to help the disadvantaged is to promote economic growth, since “a rising
tide carries all ships.”

In the 1960s, strong advocates of affirmative action were in office. During this
period, Congress passed the Civil Rights Act of 1964, which forbids discrimina-
tion in employment. The act established the Equal Employment Opportunity
Commission (EEOC), a regulatory agency whose aim is to help bring minority-
group members into the mainstream of the economy by countering job discrimi-
nation. Also during this period, President Lyndon Johnson issued a presidential
order requiring all private companies that do business with the government to
develop affirmative-action programs for hiring and promoting women and mi-
norities. The EEOC was given responsibility for monitoring these programs and
for investigating complaints of job-related discrimination. The EEQOC has the
power to file legal charges against companies that discriminate and to force
them to compensate individuals or groups who have been victimized by unfair
practices.

During the 1980s and early 1990s, the balance of power in government
shifted to a more conservative group. Working through the Department of Jus-
tice, the Reagan administration, with its “less is more” philosophy, backed off
the pursuit of civil rights violations. Perhaps the most important shift occurred
with the gradual replacement of members of the Supreme Court. In a 10-
vear period, four relatively liberal justices were replaced by four conservatives.
With the resignation of Thurgood Marshall and the confirmation of Clarence
Thomas in 1991, the trend away from liberal support for civil rights is likely to
continue.

The impact of this change in the composition of the Supreme Court became
apparent in 1989 when six cases in three weeks sharply narrowed workers’
ability to win race-, sex-, and age-discrimination suits (Exhibit 4.3). In the wake
of these rulings, Congress tried in both 1990 and 1991 to pass a new civil rights
bill that would reverse some of the effects of those decisions. In 1991 President
Bush accepted the Civil Rights Act of 1991, which makes it easier for workers to
sue for discrimination and gives women new legal tools against bias in the work-
place.

Although points of disagreement remain about how far affirmative action
should go, there is broad consensus on the basic concepts. Here is a brief sum-
mary of what employers can and cannot do:
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Voluntary affirmative action. Companies can adopt voluntary programs to hire and
promote qualified women and minorities to correct an imbalance in their work force,
even if there is no evidence of past discrimination.

Mandatory affirmative action. The federal courts can impose mandatory affirmative-
action plans in cases where employers have clearly discriminated against women and
minorities and have refused to take corrective action.

EXHIBIT 4.5 » Supreme Court Rulings on Affirmative Action

YEAR

1978

1979
1980
1984

1986

1987

1989

RULING

University of California Regents v. Bakke Court strikes down {5—4) medical-school admissions plan that
favored. minorities, but upholds [5—4) race as ene factor in admissions.

Steelworkers v. Weber Court upholds (5-2) a voluntary affirmative-action plan for crafts training at Kaiser
Aluminum & Chemical plants.

Fullilove v. Klutznick Court uphalds [6-3) Congress’s decision to set aside a portion of publicworks funds for
minority businesses.

Memphis Firefighters v. Stotts Court (6-3) limits judges’ power to approve layoffs that disregard seniority
and permit employees with less tenure to remain on the job.

Wygant v. Jackson Board of Education Court rules {5—4} that the Constitution bars Jackson, Michigan, from
laying off white teachers with more seniority than blacks who remain at work.

Local 93 v. City of Cleveland Court approves {6-3) a plan of promations for firefighters using a 1:1 ratio to
increase the number of minorities in upper-level jobs.

Local 28 v. EEQC Court rules {5—4) that a federal court properly set a goal of 29 percent minority
membership in a Sheet Metal Workers local and made the union pay for training.

U.S. v. Paradise The Court [5-4) upholds a 1:1 ratio for prometing black state troopers in Alabama, saying
the Constitution doesn’t prohibit this corrective action.

Johnson v. Transportation Agency Court rules (6-3) that public employers, as well as private, may
voluntarily implement affirmative action to correct sex discrimination.

Richmond v. Croson Court votes [6-3) to strike down Richmond, Virginia, law reguiring 30 percent of all city
building contracts to go to minority companies.

Wards Cove v. Antenio Court sets new standards {5—4) for suits challenging hiring or promotion practices
that appear fair but that have a “disparate impact,” resulting in proportionately more whites than minorities,
Plaintiffs must specifically identify practices that have disparate impact and must prove that employer has no
business need fcr the practice. )

Martin v. Wilks Court ruies {5-4) that because some white firefighters in Birmingham, Alabama, had not
been involved in two earlier suits charging discrimination, they had a right to sue over hiring and promotion
policies.

Patterson v. McClean Credit Union Court finds {5-4) that the right to sue for damages for racial job
discrimination applies only to hiring, not to on-the-job harassment or other forms of bias after someone is
hired.

Lorance v. AT&T Technologies Court rules {6-3) that the statute of limitations for challenging a
discriminatory seniority plan begins when the plan is adopted. not when the plan is applied to harm the
plaintiff,

Price Waterhouse v. Hopkins Court holds (6-3) that in discrimination cases in which the employer has
made an employment decision for both legitimate and illegat reasons, the employers can avoid liability if they
can justify decision on permissible, nondiscriminatory grounds.
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Quotas. In specific cases, where companies have clearly discriminated against minori-
ties, a federal court can impose rigid numerical hiring and promotion quotas for minori-
ties. However, voluntary quota plans remain legally questionable,

Layoffs. Companies cannot lay off white males with job seniority in order to save the
jobs of minorities with less seniority.

One other type of affirmative action was recently approved by Congress. For
some time, the Department of Defense has been striving to award 5 percent of its
contracts to minority-owned firms, but qualified firms were in short supply. In
1990 the Pilot Mentor Protege Program (a section of the Defense Authorization
Act of 1991} became law. This new program aims to increase the number of
qualified subcontractors by reimbursing prime contractors that adopt a mi-
nority-owned firm and offer technical and managerial assistance. By increasing
the subcontractor’s capability, the prime contractor is helping create its own
supplier base, a plan applauded by all **

Business’s Response

Since passage of the 1964 Civil Rights Act, most businesses have taken an active
role in complying with government requirements to set up affirmative-action
programs to recruit members of minority groups and train them for jobs. With
the passage of the 1991 civil rights compromise, companies have been given the
incentive to train their managers and set up emplovment policies to ensure
against bias in the workplace.

Although business has many reasons for its commitment to affirmative
action, the most important is that the policy has worked. By and large, compa-
nies have had positive experiences with the people who have been hired and
promoted under these programs. Furthermore, cultural diversity is rapidly be-
coming a fact of business life. By the end of the 1990s, 85 percent of the new
hires will be women, African-Americans, Hispanics, or Asian-Americans. White
males will become a minority of the work force, and employers who discriminate
against women and minorities will be at a serious competitive disadvantage in
attracting talented people.®®

\Women in the Workplace

In the past 20 years women have made significant strides in the workplace,
thanks to a combination of affirmative action and changing attitudes among
women. The feminist movement of the 1960s encouraged women to aspire to
the same sort of career success that had previously been the province of men. As
their assumptions about work shifted, women began to invest more time in
career training and to opt for higher-paying professions. In the 1950s, only
20 percent of college undergraduates were women; today, women earn more
B.A. degrees than men and their most frequent major is business. Roughly a
third of all professional degrees are earned by women, versus 5 percent in 1960.
In addition, 30 percent of all working women are professionals or managers, the
same proportion as men.”>!

As women have moved into these higher-paying occupations, the gap between
their earnings and men's earnings has narrowed from 60 percent in 1980 to 68
percent today.”® But despite their progress, women continue to earn signifi-
cantly less than men, even when they compete in the same occupations, as
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Exhibit 4.6 illustrates. Women are more likely than men to work part time or on
an intermittent basis, which tends to put them behind their male peers on the
carcer ladder. Also, many of the top positions in industry are held by men in
their 30s and 60s who began their carcers in the vears before the women's
movement.

Many women perceive a glass eciling, or wall of subtle discrimination, harring
them from moving up into the highest ranks. Only 3 of every 100 top jobs in the
largest U.S. companies are held by women, about the same nuniber as a decade
ag0.™ Women are often passed up for promotion because people assume they
will be less interested in the job and more tied to their family than their male
associates are.

One way to counteract this prejudice, some argue, is to establish two separate
career tracks for women: a fast track for those who consider work their top
priority and a so-called mommy track for those who want to balance their career
and tamily commitments more evenly. Although many women are troubled by
the concept of the mommy track and feel it will be used to justify discrimination,
82 percent of a group of 1,000 professional women said in a recent poll that theyv
would choose a carcer path with flexible full-time work hours and more family
time but slower career advancement over one with inflexible hours and faster
advancement.™?

Meanwhile, blue-collar women are grappling with another type of career-
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EXHIBIT 4.6

Women's Earnings Versus
Men’s Earnings

Despite more than 20 years
of fighting for equal opportu-
nity, women still earn less
than rmen in almost every
field, even those dominated

glass ceiling The invisible bar-
rier that keeps women out of the
top pesitions in business
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sexual harassment Unwel-
come sexual advance, request for
sexual favors, or other verbal or
physical conduct of a sexual na-
ture within the workplace that
affects a person's job prospects or
Jjob perfarmance
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versus-family issue—fetal protection. For a number of years, some major corpo-
rations have barred women of child-bearing age from jobs involving hazardous
chemicals that might cause birth defects. Women have argued that these fetal
protection policies effectively shut them out of 20 million relatively high-paying
industrial jobs. The issue came to a head in 1991 when the Supreme Court ruled
that fetal protection policies are an illegal form of sex discrimination. The
court’s ruling will give women, not companies, the final decision about whether
they should take assignments that might be harmful to their unborn children.

Another sensitive issue concerning primarily women in the workplace is sex-
ual harassment. As defined by the EEOC, sexual harassment takes two forms:
the obvious request for sexual favors with an implicit reward or punishment
related to work, and the more subtle creation of a sexist environment in which
employees are made to feel uncomfortable by off-color jokes, lewd remarks, and
posturing.

A recent survey reports that four out of ten women say they’ve experienced
some form of sexual harassment on the job. However, only 5 percent of those
four women ever reported the harassment. Moreover, five out of ten men say
they’ve done or said something at work that could be considered sexual harass-
ment by a female colleague.””

There’s a good deal of subjectivity in deciding whether a particular action
constitutes sexual harassment. The most recent court cases involving women
use the “reasonable wormnan” standard. If a reasonable woman would find a situa-
tion objectionable, the court deems it sexual harassment. Another important
factor is whether the employer has an effective internal grievance procedure
that gives employees an opportunity to complain without suffering repercus-
sions.

Honeywell, Corning, and Dupont are among the companies that have ampli-
fied their antiharassment programs with employee training, detailed handbooks,
and workshops. AT&T says that 19 out of 20 complaints received are valid, and
the company warns its employees that they can be fired for acts of sexual har-
assment. However, rather than offering separate training on the subject, AT&T
offers voluntary classes on workplace diversity, believing the approach has more
impact.>®

People with Disabilities

In 1990 people with a wide range of physical and mental difficulties got a boost
from the passage of the federal Americans with Disabilities Act (ADA), which
guarantees equal opportunities for an estimated 50 million to 75 million people
who have or have had a condition that might handicap them. As defined by the
1990 law, disgbility is a broad term that protects not only those with obvious
physical handicaps but also those with less visible conditions such as cancer,
heart disease, diabetes, epilepsy, AIDS, drug addiction, alcoholism, and emo-
tional illness. For example, it is now illegal in most situations to require job
applicants to pass a physical examination as a condition of employment. It is
also illegal to terminate people who have a serious drinking or drug problem
unless their chemical dependency prevents them from performing the essential
functions of their jobs.

The law also says that all businesses serving the public must make their
services and facilities accessible to people with disabilities. This means that
restaurants, hotels, retail stores, beauty parlors, gas stations, libraries, airports,
buses, taxis, banks, theaters, concert halls, sports stadiums, and so forth must



Chapter 4 / Ethical and Social Responsibilities of Business

make a reasonable effort to accommodate people who are disabled. A hotel, for
example, must equip 3 percent of its rooms with flashing lights or other “visual

alarms” for people with hearing impairments.®’

Occupational Health and Safety

Every 18 seconds, someone in the United States is injured on the job; every 50
minutes, someone is killed in a work-related accident; every year, more than
70,000 people die from diseases directly related to their work.*® Obviously,
some jobs are more dangerous than others, as Exhibit 4.7 illustrates. Goncern
about workplace hazards mounted during the activist 1960s, resulting in passage

* of the Occupational Safety and Health Act of 1970, which set mandatory stan-

dards for safety and health and which established the Occupational Safety and
Health Administration (OSHA) to enforce them.

OSHA is charged not only with preventing accidents but also with eliminating
“silent killers™ work-related diseases (such as black lung among coal miners)
and injury from the toxic effects of chemicals, asbestos, and other harmful sub-
stances. OSHA employees investigate complaints and review company records
to identify firms with higher-than-average accident rates. The usual penalty for
safety violations is a fine. If the violation was intentional, OSHA turns the case
over to the Justice Department for criminal prosccution. However, in the 1980s,
OSHA referred only 30 cases, and the Justice Department prosecuted only four
of them. No corporate executive has ever served in prison for federal safety
violations that resulted in a worker's death, although six executives have been
sentenced under state convictions.™

Even without tough government supervision, many companics are stepping
up efforts to improve the health and safety of their employees, motivated both
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EXHIBIT 4.7

Accidents on the Job
Although one might expect
manufacturing jobs to be the
most dangerous, service and
government workers are
among the most likely to be
injured at work. Truck drivers
run the greatest risk of a
work-related injury, whereas
chemical workers, surprisingly
enough, are relatively safé.
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If you think that nice office
job is safe, think again. Al-
most half the reported cases
of workplace illness involve
ailments caused by repetitive
motion such as typing at a
keyboard. Although the
problem first showed up in
factories among assembly-
line workers, it is increas-
ingly common among cleri-
cal workers. Early warning
signs include tingling fingers
and loss of feeling,

Ponzi scheme Form of fraud in
which money received from later
Investors is used to pay off the
earlier investors
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by genuine concern and by the mounting costs of workers’ compensation claims.
Alcoa, the big aluminum company, has improved its safety record by 25 percent
in three years and estimates that it saves $10,000 to $12,000 for every accident
it prevents.*"

> BUSINESS AND INVESTORS

In addition to its other responsibilities, a business must also keep in mind its
responsibility to those who have invested in the company. Although a growing
number of investors are concerned about the ethics of the companies in which
they invest, most are chiefly interested in the company’s financial performance.
Thus, the company’s major responsibility to investors is to make money on thejr
behalf. Any action that cheats the investors out of their rightful profits is unethi-
cal. But a business can also fail in its responsibilities to shareholders by being
too concerned about profits.

Cheating the Investor

Of all the ways investors can be cheated, most fall into one of two categories:
misrepresenting the potential of the investment or diverting the earnings or
assets so that the investor’s rightful return is reduced.

Misrepresenting the Investment

Every year, tens of thousands of people are the victims of investment scams.
Lured by promises of high returns, people sink more than a billion dollars per
year in nonexistent oil wells, Lithuanian gold mines, and other fraudulent opera-
tions touted by complete strangers over the telephone.*' One of the most popu-
lar come-ons in recent history involved Operation Desert Storm. Shortly after
Iraq invaded Kuwait, regulators raided 32 telemarketing firms in Los Angeles,
Dallas, and Salt Lake City, charging con artists with touting phony oil and gas
deals. Some 3,500 investors put a total of $50 million into these investments,
trusting the promotors’ claims that the war would drive up oil prices. One retired
postal worker, for example, invested $31,250 in gas wells that were supposed to
yield $625 per month and did indeed receive a few monthly checks. Unfortu-
nately, though, the operation was a Ponzi scheme, meaning that early investors
were paid with money raised from later investors. The wells were either plugged
or not owned by the company making the offer, and the scheme collapsed when
the supply of new investors dried up.%

A Ponzi scheme is clearly illegal, but other ways of misrepresenting the poten-
tial of an investment fall within the law. With a little “creative accounting,” a
business that is in deep financial trouble can be made to look reasonably good to
all but the most astute investors. Companies have a certain amount of latitude in
their reports to shareholders, and some firms are more conscientious than oth-
ers in representing their financial performance.

Diverting Earnings or Assets

Business executives may also take advantage of the investor by using the compa-
ny’s earnings or resources for personal gain. Managers have many opportunities
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to indirectly take money that rightfully belongs to the shareholders. Perhaps the
most common approach is to cheat on the expense account. Padding invoices
and then splitting the overcharge with the supplier is another common ploy.
Another possibility is selling company secrets to competitors or using inside
information to play the stock market.

Insider trading—the use of knowledge gained from one’s position in a com-
pany to benefit from fluctuations in stock prices—has been in the news fre-
quently in recent years. Although insider trading is illegal, it is difficult to police.
Say you're an accountant for a major corporation. You know the company is
about to report a large, unexpected loss. When the news breaks, the price of the
stock will undoubtedly fall. You could protect yourself by selling the stock you
own before the word gets out. Who'd know the difference? And who'd care?
Consider the people who might buy your shares; chances are they would care.
And consider the other shareholders, the investors who actually own the com-
pany even though they have no day-to-day involvement with it. Would it be fair
for you to profit while they did not®

Overdoing the Quest for Profits

Most executives would agree that insider trading is damaging to shareholders.
But what about trying to maximize profits? How can that possibly be bad? Few
companies knowingly break laws in an attempt to gain competitive advantage.
But many companies have employed questionable practices in their zeal to max-
imize profits. Managers are often caught in a gray area, where the legality and
ethicality of a particular action are debatable. For example, should a company
bribe a foreign official® You might say no, but be aware that bribery is consid-
ered customary in many cultures. The Foreign Corrupt Practices Act explicitly
makes it illegal to bribe higher-level foreign officials, but “grease” payments to
lower-level officials such as customs agents are permitted. As a manager, where
would you draw the line between higher- and lower-level officials?

And what about spying on competitors? When does legitimate market re-
search become unethical or illegal? Is it okay to buy a competitor’s product and
take it apart to see how it works? Is it all right to hire someone who previously
worked for a competitor and ask probing questions about the company’s plans
and strategies?

A number of companies have recently been penalized for overdoing their
quest for profits. Johnson & Johnson, one of the 10 most admired corporations
in the country, has been ordered to pay $113 million to 3M for analyzing a
sample of a soon-to-be-launched 3M material used in making casts for broken
bones. J&J received the sample from a disgruntled 3M employee who offered to
explain the technology for $20,000. Although J&J did not pay for any informa-
tion, the company was able to use the sample in developing a similar product.
What J&J should have done, according to an industrial security consultant, was
report the situation to 3M and call the FBL.**

J&J is by no means alone. General Electric, another highly regarded com-
pany, was recently ordered to pay a $10 million fine for padding a defense con-
tract.* And Chrysler faces a $7.6 million fine for selling 30 previously wrecked
vehicles as new cars.*”

None of the executives involved in these cases profited personally; their chief
concern was to improve the financial performance of the company. Some might
argue that these executives were guilty of nothing worse than loyalty to their
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insider trading Employee’s or
manager's use of information
gained in the course of his or her
job and not generally available to
the public in order to benefit
from fluctuations in the Stock
market
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code of ethics Written state-

ment setting forth the principles
that should guide an arganiza-
ton's decisions
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company, or that their competitors were doing the same thing, or that the rules
they broke were trivial. You be the judge. Were these companies right or wrong?

» THE EFFORT TO BECOME MORE ETHICAL

Most companies are concerned about issues like these, and many are trying to
develop approaches for improving their ethics. At the same time, however, many
individuals in both business and government are taking a hard look at the costs
associated with programs designed to protect consumers, employees, and the
environment.

How Companies Encourage Ethical Behavior

By and large, businesspeople are like the rest of us. They're waking up to their
social and environmental responsibilities and trying to do the right thing. Three
out of four large companies have adopted a written code of ethies, which defines
the values and principles that should be used to guide decisions.*® Many also run
training programs to teach employees how to deal with ethical dilemmas. Some
companies screen potential employees for honesty before they are hired. The
simplest but least scientific way to do this is to ask questions during the inter-
view process that reveal something about the applicant’s values and moral prin-
ciples. A more formal approach involves the use of written “honesty” tests de-
signed to reveal a candidate’s standards. For example, the test might ask, “If you

EXPLORING INTERNATIONAL BUSINESS

Gift Versus Bribe: When a Friendly Exchange
Turns into Risky Business

: Your company has sent
you to an African country to conduct business. You
think you've clinched the deal, but then your contact
asks you for a “gift” of money to ensure thart the deal
goes through. Do you say, “Sorry, 1 don’t give
bribes,” and stomp away in a huff? Or do you give
him what he asks for and feel guilty for violating
business ethics?

Deciding how to handle such situations requires
knowing the customs of the country you're doing
business in. Most non-Western countries, especially
in Africa and Asia, have strong traditions built
around exchanges of gifts. The savvy businessperson
who can tap into these traditions will not only clinch
today’s deal but will also establish long-term busi-
ness relationships—without compromising integrity.

American businesses that operate in non-Western
countries need to be aware of three traditions under-
lying modern business dealings in those countries:

the inner circle, the future favors system, and the
gift exchange.

People in developing nations tend to see them-
selves as belonging to an inner circle that consists of
relatives, friends, and close colleagues. All those in
the inrier circle are devoted to mutual protection and
prosperity. Everyone élse is an outsider, a stranger
whose motives are to be questioned. Obviously, peo-
ple prefer to conduct business with insiders—people
they know and trust.

In a system of future favors, a gift or service obli-
gates the recipient to return the favor at some future
time—with intérest. And once the favor is returned,
the original giver becomes obligated to.repay this
greater favor. And so the system of obligations be-
comes a lifelong relationship, one that ean provide
access to the inner circle and that can serve as the
basis of business dealings.

A third cultural tradition, intertwined with the
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saw a co-worker stealing, would you turn the person in?” or “Do you agree or
disagree that stealing from an employer is not the same as stealing from a
friend?”*’

Companies are also giving corporate responsibility an important place on the
organizational chart. A number of leading corporations have appointed environ-
mental or community affairs executives to oversee corporate-wide efforts to act
in a socially responsible manner. For example, McDonald's created the post of
vice president of environmental affairs in August 1990. Mike Roberts, the new
VP, immediately set up a task force to work with the nonprofit Environmental
Defense Fund. The resulting major waste-reduction program will cut the huge
stream of waste from McDonald’s 11,000 restaurants by 80 percent within a few
vears. The program goes far beyond the company’s much publicized decision to
switch from polystyrene packaging to coated paper boxes for sandwiches. At
least 42 major changes in restaurant operations are involved—everything from
composting food scraps to replacing plastic spoons with a biodegradable starch-
based alternative. From now on, the entire company will view waste reduction
as a top priority, along with quickness, cleanliness, and quality service. A cynic
might say that the program is just a public relations gimmick, but there’s more
than hype involved. McDonald's plans to spend $100 million annually on waste-
reduction efforts and expects its suppliers to incur additional costs as well.*®

MeDonald’s is only one of many high-profile companies that are leaping on
the “social responsibility” bandwagon. To bolster their image as corporate good
guys, most of the leading consumer products companies are “going green” —
inventing new products, repackaging old ones, and redoing their advertising
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Unocal, the Southern Cali-
fornia oil company, found a
creative, relatively inexpen-
sive way to save Los Ange-
les’s air from 10.7 million
pounds of smog-forming
gases. For $6 million, the
company bought and retired
8,376 pre-1971 cars, which
belch out 60 times the pollu-
. tants of new cars. To
achieve the same pollution
savings at its local refinery,
which is already equipped
with sophisticated controls,
Untocal would have had to
spend $160 million.
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campaigns to emphasize their virtue. Companies are also doing more cause-
related marketing, in which they contribute a portion of the profit from sales of
a product to a worthy cause. Ben & Jerry’s uses this technique to promote its
Rain Forest Crunch brittle. Forty percent of the profits go into a fund to protect
the Amazon rain forest.

Many businesses are also trying to encourage ethical behavior among employ-
ees by setting an example of community invelvement. Corporations donate over
$5.6 billion to charity each year, and many executives also donate their time to
community affairs.*” At the same time, many corporations have begun to take a
stand on moral issues, such as helping foster the growth of minority-owned
businesses or fighting apartheid in South Africa.

Practical Limitations on Social Responsibility

Although most companies attempt to make ethical decisions, they are also con-
cerned about the costs of their actions. Undertaking many socially responsible
activities takes money. Just how much money is unclear, because no single
source of information exists on business’s expenditures for socially desirable
activities.

Looking just at pollution control, a recent analysis by the Environmental
Protection Agency estimates that the United States devotes 2 percent of its GNP
to protect and clean up the environment; that figure is expected to increase to
almost 3 percent, or $46 billion, by the year 2000. Is that too much? Can the
country afford it? The answer depends on your priorities, but as a percentage of
GNP, the amount is comparable to what other industrialized nations are spend-
ing. To put the figure in perspective, we spend roughly the same amount on
illegal drugs each year, twice as much on clothing, and six times as much on
defense.™®

Regardless of exactly how much we spend, we need to be concerned about
getting our money’s worth. For example, say that you are the manager of a
chemical-processing plant. For $2.2 million, you can remove 94 percent of the
hazardous by-products from your wastewater. To remove 97 percent would cost
you another $3.8 million. Is the additional reduction of 3 percent worth the
price?

Because resources are limited, companies do not have the luxury of paying
“whatever it takes” to save lives or to protect the environment. If they spend
$1 million to save a few lives by cleaning their wastewater more thoroughly, they
may not have another $1 million to spend on other safety measures that would
save even more lives.
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SUMMARY OF LEARNING OBJECTIVES

1 Identify four groups to which busi-
ness has a responsibility.

Companies have a responsibility to
society, to consumers, to employees,
and to investors.

2 List and explain four philosophical
approaches to resolving ethical ques-
tions in business.

In resclving ethical questions, com-
panies may employ absolute standards
based on religious teachings or apply
the principles of utilitarianism (the
greatest good for the greatest number
of people), individual rights (respect
for human dignity), and justice (fair
distribution of the benefits and bur-
dens of sotiety).

3 Name three kinds of poHution, and
outline actions to control each.

Air, water, and land pollution are
all significant problems. The govern-
ment has attacked these problems by
passing the National Environmental
Policy Act of 1969 and by establishing
the Environmental Protection Agency
to regulate the disposal of hazardous
wastes and to clean up polluted areas.

Meeting a Business Challenge
at Ben & Jerry’s Homemade

Ben Cohen and Jerry Greenfield ac-
knowledged the company was no
longer what it had been. For one
thing, there were now over 300 em-
ployees, not just two. Also, company
stock had been sold publicly, making
the company responsible not only to
the community and employees but to
stockholders as well. Even internal
communication had changed. Monthly
staff meetings, for all employees, had
always been a part of the Ben & Jerry
culture. But in the old days, employ-
ees split.into small groups, talked over
problems, and came back with solu-

In addition, many companies have
taken steps to reduce the amount of
pollution they produce and to dispose
of hazardous wastes more safely.

4 Specify the four rights of consum-
ers.

Consumers have the right to
safety, the right to be informed, the
right to choose, and the right to be
heard.

5 State the responsibilities of the
Equal Employment Opportunity Com-
mission.

The EEOC is responsible for seeing
that employers do not discriminate
against members of minority groups.
The EEQGC investigates complaints of
job-related discrimination and files
legal charges against discriminating
companies.

6 Identify four issues that are of par-
ticular concern to women in the
workplace.

Women are concerned about the
gap between male and female pay.
They are also grappling with such is-

tions. Now the meetings had become
one-way communications, with man-
agers talking at the employees.
Cohen and Greenfield wanted to
make some changes to address these
issues. First, they wanted manage-
ment to be more responsive to em-
ployees, for they believed that
communication had not kept pace
with the other changes growth had
brought to the company. Even though
Ben & Jerry's ice cream promoted
social causes, sales were based on the
quality of the preduct. And they be-
lieved that the excellent product

sues as the “mommy track,” fetal pro-
tection, and sexual harassment.

7 Delineate two general ways in
which investors may be cheated of
their rightful profits.

Investors are cheated (1) when
companies or individuals misrepresent
the value of an investment and
(2) when company representatives
divert earnings or assets for their per-
sonal use, thus reducing the amount
available to return to investors. -

8 List six actions that companies are:
taking to meet their ethical and social
responsibilities.

Companies are adopting codes of
ethics, teaching employees the impor-
tarice of maintaining high moral stan-
dards, screening job candidates for
honesty, and appointing executives to
oversee environmental and commu-
nity affairs. In addition, companies
are reviewing their operations and
products in an effort to minimize
waste and protect the environment.
They are also setting a good example
by giving time, money, and moral
support to worthy causes.

would not continue to exist without

better communication. Second, they
wanted to do more for the employees.
They wanted to put more power in
the hands of lower management and
to make life more enjoyable for every-
one at the company.

But before making any changes,
Cohen decided to consult the employ-
ees using the old format of the
monthly staff meetings. He convened
all the employees and asked what
they considered to be the most press-
ing problems facing Ben & Jerry's. As
in the old days, the employees talked
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over the problems and came back
with some answers. The most pressing
problem expressed was the need for
the company to have a clearly stated
direction. Employees were feeling
caught between the managers, who
wanted the company to grow and be-
come more businesslike, and the co-
founders, who wanted the company to
be a foree for social change. The old
way of doing things was no longer
working in the Ben & Jerry’s of today.

The managers developed a strategy
for Ben & Jerry's—the most compre-
hensive plan the company had ever
had—but it was too businesslike for
the co-founders, attuned to profits but
not satisfactorily addressing the social
agenda. Cohen and Greenfield wanted
more creativity, so they pressed man-
agement to further explore the
bounds of social responsibility. In the
end, the co-founders got their social
agenda, but the company also had to
tend to business. The revised plan
vielded an improved Ben & Jerry's.
The company now had a clearly
stated direction: Produce a product of
the highest quality, demonstrate so-
cial responsibility, and remain eco-
nomically viable. High product guality
remained a company standard. The
company’s position regarding its social
goals remained unchanged, true to
Cohen and Greenfield. And the em-
ployees, still an important part of the
organization, were given more room
for input and discussion on business
decisions.

Your Mission: As assistant to Ben
Cohen and Jerry Greenfield, you are
responsible for helping them keep the
company on track with its new direc-
tion. Consider the following scenarios,
and decide how you will act.

1. A group of the company’s emplov-
ees recently approached vou with a
concern about one of the social
causes the company supports through
the Ben & Jerry Foundation. They
were opposed to the cause and did
not want the company to support it.
Of the following, what would be your
best response to their concern?
a. You do not believe all employees
need to support all the social
causes. It is the responsibility of the
board to donate the money and

Part One / Focus on Business Today

Ben Cohen and Jerry Greenfield
believe in measuring their success
in terms of more than money.
Every year they donate 7.5 percent
of Ben & Jerry’s pretax profits to
charity. They also believe in social
responsibility on a smaller scale,
providing a diaper-changing table in
the men’s room as well as in the
lady’s room. ’

then it is up to the Ben & Jerry
Foundation to allocate the funds to
social programs they choose. You
convey this message to the employ-
ees,

b. You decide to take the issue
back to the employees. You con-
vene an all-employee scaff meeting
and ask the employees to evaluate
the social causes the company sup-
ports. The employees decide which
issues to support,

¢. You realize from time to time
this will happen. The employees
have approached you in a very re-
sponsible manner and you feel obli-
gated to act on their concerns.
There are innumerable social
causes to support. You decide to
approach the board and ask them
to withdraw support for this one.

d. You personally believe in this
cause and do not want to change
anything. You use your influence to
keep the funds flowing. You feel jus-
tified in using your influence this
way because if it were not for your
social beliefs, you'd be making a
higher salary somewhere else.

2. A new ice cream promoting a
healthy ozone layer has been pro-
posed. Ingredients for the product are
produced exclusively by environmen-
tally sound practices, making the
product more expensive to manufac-
ture than competitor products. A pre-

liminary review indicates the product

would pay for itself but would gener-

ate no profit. What should vou do?
a. The ice cream meets the compa-
ny's social and product goals. You
go ahead with the introduction
since other products will make up
for the lack of profit.
b. You believe vou are being dis-
loyal to the stockholders if you do
not maximize profits with every
decision. You withdraw support for
the product.
¢. You decide to compromise the
product by changing some of the
environmentally sound ingredients
to reduce the cost. This may dilute
the social message, but vou nced to
keep the shareholders in mind.
d. You believe the market will pay
a higher price for a product associ-
ated with this issue. You raise the
price, introduce the product, and
hope for the best,

3. A congressional bill has been pro-

posed to limit the fat content of man-

ufactured foods. This directly affects
your ice cream products. What do you
do? ’

a. You hire a professional lobbyist,
who attempts to prevent the bill
from becoming law. You believe
people can decide for themselves
what to eat and have the right to
choose which foods they buy.

b. You share the government’s con-
cern for consumer health. You de-
velop a long-term strategy for
reducing the fat content of all of
Ben & Jerry's ice creams.

c. You refute the findings relating
fat content to adverse healtth. You
initiate a campaign 1o educate the
public on the benefits of dairy fat in
the diet.

d. You support the effort to reduce
fat but vou also believe in con-
sumer choice. You propose an alter-
native bill to require accurate
labeling of food containers.

4. As the environment becomes more
important to both the government
and the consumer, what is Ben & Jer-
ry¥’s responsibility in the manufactur-
ing of a product?
a. Ben & Jerry's must take full re-
sponsibility for reducing waste, no
matter what the cost. To counteract
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the pollution already in the envi-
ronment, businesses must take the
initiative in using safer resources
and controlling every aspect of
waste, regardless of the effect on
profit.

b. Ben & Jerry’s is only one com-
pany, and its impact on the envi-
ronment is small when compared to
all the other businesses. Since the

company must maintain profits in
order to remain in business, and
because it owes as'much to its in-
vestors as it does to the environ-
ment, whatever attempt Ben &
Jerry's makes to reduce and control
waste will have to be enough.

¢. In addition to meeting all govern-
ment standards, Ben & Jerry’s must
decide which actions will yield the

KEY TERMS
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most benefit for the least money.

d. Complying with government reg-
ulations is all that any company
can do. With so many agencies dic-
tating s¢ many rules, it's difficult
enough for Ben & Jerry’s to keep up
with requirements, regardless of
other actions the company may
want to take >

affirmative action (106)
code of ethics (114)
discrimination (104)
ecology (95)

glass ceiling (109)

individual rights (92)
insider trading (113)
justice (94)
minorities (104)
pollution (94)

REVIEXW QUESTIONS

Ponzi scheme (112)
quotas (108)

sexual harassment (110}
stakeholders (90)
utilitarianism (92)

1. How has business's sense of social
responsibility evolved since the turn
of the century?

2, How do individuals employ philo-
sophical principles in making business
decisions?

3, What are some of the things busi-
ness has done to protect the environ-
ment from the dangers of pollution?

4. In what way do vou think the con-
sumer movement might actually bene-
fit business?

5. In what ways is business legally
accountable for helping to achieve
equal opportunity for minorities?

6. What are the responsibilities of the
Ocecupational Safety and Iealth Ad-
ministration, and how does the
agency carry out its mission?

7. What is “insider trading,” and how
does it harm an investor in a ¢com-
pany?

8. In your opinion, is the United
States spending too much, too little,
or just about the right amount to pre-
vent pollution and clean up the envi-
ronment?

A CASE FOR CRITICAL THINKING

Benevolent Capitalism—An Endangered Philosophy?

Clessie Cummins believed in the solid
principles of hard work, good prod-
uets, and community involvement.
When he founded Cummins Engine
Company in 1919, he built his sue-
cess on this foundation. Cummins
engines are the pride and joy of
truckers who drive Kenworth, Peter-
bilt, and Navistar rigs. The engines

log a full 600,000 miles before they
need any major repair work, accord-
ing to one fleet owner. That’s 100,000
miles more than the competition. And
they average 6.2 miles to the gallon,
compared to 4.3 for other brands.

But to people in the heartland
community of Columbus, Indiana
(population 32,000), Cummins has

traditionally meant much more than a
good product. For over 60 years, local
high school graduates could look for-
ward to a high-paying job on Cum-
ming’s factory floor, albeit with some
stringent rules designed to maintain
its reputation for guality. (The rejec-
tion rate at the end of the assembly
line is a mere 1 percent, one-third the
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industry average.) And when was the
last time vou heard of a company lob-
bying the state povernment for higher
corporate taxes so thart it could con-
tribute more to the community?

Cummins takes its social responsi-
bilities seriously. The company has
built a shelter for the homeless, fi-
nanced drug counseling in local
schools, and hired the best architects
(at a cost of $9.9 million) to design 24
of Columbus’s public buildings, Near
its new factory in a slum area of Sao
Paulo, Brazil, Cummins helped build a
school, a clinie, and a gymnasium.
The manufacturer sent engines and .
generators to hurricane victims in
South Carolina in 1989, and it con-
tributed more to charity than all but
95 of the Fortune 500 companies in
1988—both vears when Cummins
Engine Company made no profit.

But such steadfast benevolence
may soon succumb to the relentless
forces beating against the company.
After decades of hefty profits, Gum-
mins slammed into the economic
hardships of the 1980s. In 1983 the
company was forced to lay off em-
plovees for the first time, a painful
step announced after executives met

Part One / Focus on Business Today

for prayer with 30 of the town’s
clergy. Subsequent plant moderniza-
tion eliminated more jobs, putting a
total of 4,000 Columbians out of
work. As a result, the community is
cxperiencing a dramatie increase in
domestic and violent crime, and
young pecple are moving away, disil-
lusioned and frustrated.

Two hostile takeover attempts have
further buffeted Cummins Engine,
which made itself vulnerable by sacri-
ficing short-term profits in order to
slash prices and hold on to its market
share against stiff foreign competition.
Despite wagging fingers and shaking
heads on Wall Street, Cummins man-
aged to keep a 54 percent share of
the U.S. market. And even though
costs have been cut 22 percent, the
company hasn’t eliminated its re-
search and development, as some
would advise. It remains committed to
long-term thinking and to Clessie
Cummins’s founding principles. In one
annual report, chairman Henry B.
Schacht described the company’s goal
as “being fair and honest and doing
what is right even when it is not to
our immediate benefit.”

Thus far, Cummins's social invest-

ments in the surrounding community
seem to be paying off. The wealthy
Columbus banking family that origi-
nally financed Clessie Cummins’s
business put up $72 million to buy off
a British conglomerate attempting a
takeover. But other investors have
made unwanted advances, and it re-
mains to be seen whether socially
committed Cummins will survive in
an era of less caring, less committed
n::orporations.52

1. How far should a company take its
community involvement? Do you be-
lieve Cummins Engine Company was
right to continue its philanthropy in
vears when it returned no profit to
shareholders?

2. 1If you were Henry B. Schacht,
what ractics and strategies would you
institute to strengthen the company
against outside forces?

3. Why would foreign investors be
interested in a company like Cum-
mins Engine, which seems rooted in
an earlier era and which has stub-
bornly refused to move its operations
to a location that would provide
cheaper labor and lower taxes?

BUILDING YOUR COMMUNICATION SKILLS

As directed by vour instructor, call or
write a local business or franchise
operation and request a copy of its
code of ethics. As an alternative, visit
the periodical section of your library
and locate such a code in a business

magazine or professional journal arti-
cle dealing with business ethics, With
a group of no more than three or four
other students, evaluate the code. Con-
sider its policies toward workers and
consumers. Who is protected by this

code? How does the company balance
its obligations to workers and con-
sumers with its goals of producing
products and generating income?



Chapter 4 / Ethical and Social Responsibilities of Business 121

_KEEPING CURRENT USING THE WALL STREET JOURNAL

From recent’ issues, i
‘Wall Street Journad
oné or more of the
el respi
__’__faceé by [ iraesses

1at was the nature of the ethi-
: ge Gr social-responsibility
rited in the article? :

gs Erwironmemal issues such'-
. and water pollution, acid rain,

; soci ¥ roup affecﬁed" :
' _hazawdous-waste disposai :

» Invesmient ethies _ . 3. Was there-any wrongdoing by a-
oo - company or agency-official? Was the
e Industrial spying and theft Of action Hllegal, unethical, of question-

[ trade seerets " . .able?® What course of action would
: S (1] rmmmand the company ot S

agency také to 8orredt of improve Lo
: ma;ters imw?’ Lo ; T

a@nx:;.cmi_e& °fi ethios



Times, 6 June 1991, sec. o, 1; Jayne Levin, “The
Clout of Calpers,” Investment Dealers’ Digest,
27 May 1991, 16-17; “CalPERS Outlines Invest-
ment Philosophy,” Employee Benefic Plun Re-
view, February 1991, 40-42; Stuar¢ Silverstein,
“CalPERS Backs Activist for Seat on Sears
Board,” Los Angeles Ttmes, 18 April 1991, D2,
John Greenwald and David E. Thigpen, “Whose
Company Is This?” Time, 6 May 1991, 48; Te-
resa Carson and Jonathan B. Levine, “Califor-
nia’s New Crusader for Sharehclder Rights,”
Business Week, 30 January 1989, 72-73; Randall
Smith and Laura Landro, “California Pension
Plan Hires Law Firm to Quiz Time Warner on
Rights Plan,” The Wall Streec Journal, 21 June
1991, Ad; Marcia Parker, “Looking Over the
Shoulder- Sears, Avon the Targets of Fund’s Gov-
ernance Eiforts,” Pensions & fmoestments, 26
November 1990, 3, 38.

CHAPTER 3

1. Adapted from Steven Flax, “Perils of the
Paper Clip Trade,” The New York Times Moga-
zine, 11 June 1989, 65, “Staples Inc.,” Boston
Business Journal, 8 October 1990, 26; Stephen
D. Solomon, “Born to Be Big,” Inc., June 1989,
94; Michael Barrier, “Tom Stemberg Calls the
Office,” Nation’s Business, July 1990, 42; David
Rottenberg, “Staple’s Top Gun,” Boston Maga-
zine, December 1987, 91-97; “Staples Inc.,” The
New York Times, 25 February 1992, C4; “Sta-
ples Moves to Purchase 10 Workplace Stores in
Fla,” HFD-The Weekly Home Furnishings Netws-
paper, 2 March 1992, 6; “Staples Inc.,” The Wall
Street Journal, 3 February 1992, B4. 2. “Mar-
ters of Fact,” Inc., April 1985, 32. ). John Case,
“The Market Makers,” Ine., December 1990, 55,
“The 500 Quiz,” Inc., December 1990, 63-65;
“The 1990 Inc. 500,” Inc., December 1990, 71,
4. Louis Uchitelle, “The New Surge in Seli-
Employed,” The New York Times, 135 January
1991, C2; John F. Sutphen, “Forming a New
Business? First, Choose lts Form,” CNY Busi-
ness Journal, 10 February 1992, 8. 3. Steven
Solomon, Small Business USA (New York:
Crown, 1986), 18, 6. Web Bryant, “More
Women Mean Business,” USA Today, 21 June
1989, 4B; Sharon Nelton, “The Age of the
Woman Entrepreneur,” Nation'’s Busiress, May
1989, 22, 23; Naney Myers, “The Woman Entre-
preneur,” Library Jowrnal, 1 February 1992,
106+; Andris Straumanis, “The Not-So-
Programmed Life of an Entrepreneur,” Corpo-
rate Report-Minnesota, January 1992, 19+
Jenny McCune, “Champions of Change,” Suc-
cess, April 1992, 29-35; James 3. Howard, “Sup-
porting Roles,” I} & B Reports, March/April
1992, 28-30; Gencvieve Soter Capowski, “Be
Your Own Boss® Millions of Women Get Down to
Business," Management Review, March 1992,
24-30. 7. Small Business Administration, The
State of Small Business, 43. 8. David E. Gum-
pert, “Each Year, a Million New Businesses,” The
New York Times, 17 April 1988, D17. 9. Brent
Bowers, “Business Failure Rate Grows, Fueling
Recession Worries,” The Wall Street Journal, 4
September 1990, B2. 10. John R. Wilke, “New
Hampshire Firms Struggle as Bank Crisis Dries
Up Their Credit,” The Wall Street Journal, 21
February 1991, A10; Douglas E. Donsky, “SBA's
New Hampshire Plan Has Democrats Crying
Foul” American Banker, 24 February 1992, 7;
Lewis Koflowitz, “Reverse LBOs: Time, Condi-
tions Right for Going Public,” Corporate Cush-

References

Slowe, Mareh 1992, 47-48. 11. “The 1990 Guide
to Small Business,” U.8. News & World Report,
23 October 1989, 72. 12, Lisa J. Moore and
Sharon F. Golden, “You Can Plan to Expand or
Just Let It Happen,” U.8. News & World Report,
23 October 1989, 78; John Case, “The Origins of
Entrepreneurship,” Imc., June 1989, 356.
13. Mark Robichaux, “Business First, Family
Second,” The Wall Street Journad, 12 May 1989,
Bl. 14. Roger Ricklefs, “Road to Success Be-
comes Less Littered with Failures,” The Wall
Streer  Journal, 10 November 1989, B2,
15. Case, “The Origins of Entrepreneurship,”
54, 62. 16, Bryant, “More Women Mean Busi-
ness,” 4B; Small Business Administration, The
Srate of Small Business, 41-42. 17. Ricklefs,
“Road to Success Decomes Less Littered with
Failures,” B2. 18. Small Business Administra-
tion, The State of Small Business, 43-45.
19. Patricia O’Tocle, “Battle of the Beauty
Counter,” The New York Times Magazine, Part
2: The Business World, 3 December 1989, 28—
36. 20. David Wessel and Buck Brown, "The
Hyping of Small-Firm Job Growth,” The Well
Streer Journal, 8 November 1988, B1. 21. Small
Business Administration, The State of Small
Business, 38. 22. John Case, “The Disciples of
David Birch,” frc., January 1989, 41. 23. Solo-
mon, Small Business USA, 74-75. 24. Janice
Castre, “Big Vs, Small,” Time, 5 September
1988, 49; Solomon, Small Business USA, 124.
25. Stuart (Gannes, “America’s Fastest-growing
Companies,” Fortune, 23 May 1988, 30. 26. Ad-
vertisement in The New Yorker, 18 February
1991, 75. 27. Ricklefs, "Road ro Success Be-
comes Less Littered with Failures,” B2; “The
1990 Guide to Small Business,” 7T2-73.
28. Case, “The Origins of Entrepreneurship,”
52. 29. Case, “The Origing of Entreprencur-
ship,” 54. 30. Richlefs, "Road o Success Be-
comes Less Littered with Failures,” B2,
31. “The 1990 Guide to Small Business,” 78.
32. Case, “The Origins of Entrepreneurship,”
38, 33. Ronaleen R. Roha, “Raising Money for
Your Small Business,” Changing Times, May
1990, 47, 34. Ronaleen R. Roha, “Big Loans for
Small Businesses,” Changing Times, April 1989,
105-109. 35. Roha, “Big Loans for Small Busi-
nesses,” 105. 36. Monua Janah, “‘Angels’ Find
Financing Start-lips Isn't Sc lleavenly,” The
Wall Street Journal, 4 June 1990, B2. 37. Roha,
“Raising Maney for Your Small Business,” 48.
38. Udayan Gupta, “How Big Companies Are
Joining Forees with Little Ones for Mutual Ad-
vantage,” The Wall Street Journal, 25 February
1991, B1. 39. Martha E. Mangelsdorf, “Inc’s
Guide to ‘Smart’ Government Money,” Inc., Au-
gust 1989, 51. 40. David Riggle, "Great Places to
Grow a Business,” In Business, September—
Qctober 1990, 20-22, 41, Data provided by the
National Imcubation Association, 153 South
Hanover Streec, Carlisle, PA 17013. 42. David L.
James, “When the Going Gets -Public,” Small
Business Reports, October 1989, 26. 43. James,
“When the Going Gets Publie,” 31; Moore and
Golden, “You Can Plan to ‘Expand,” 77; Udayan
Gupta, “The Art of Going Public,” Black Enrer-
prise, June 1983, 191; “Going Public—Watch
for the Pitfalls,” PR Newswire, 10 April 1992,
0410A7128; George Anders, “Cyclical Firms
with LBO Ties Hit [PO Market,” The Wall Street
Jowmnal, 5 March 1992, C1+. 44. William M.
Bulkeley, “It Needn't Always Cost a Bundle to
Get Gonsumers ro Notice Unfamiliar Brands,”
The Wall Street Journal, 14 February 1991, B1.
45, Moore and Golden, “You Can Plan to Ex-
pand,” 77, 46. Jeremy Main, “Why Franchising

R-1

[s Taking Off,” Fortune, 12 February 199), 124;
Meg Whittemore, “Four Paths to Franchising,”
Nation’s Business, October 1989, 1; Meg Whit-
temore, “Franchising Beats the Recession,” Na-
tion’s Business, March 1992, 53-64; Greg
Matusky and Joan Delaney, “Back to Basics:
Master the Fundamentals and Overcome Any
Obstacle; Incredible Growth! There's No De-
prassion in Franchise Land; Franchising: Know
Your Enemy,” Success, March 1992, 51-63;
Paul M. Forbes, “Acquiring a Company or a
Franchise,” NPN: National Petroleum News,
January 1992, 60+, John Jesitus, “Franchises to
Feel Financial Crunch in 1992,” Hotel & Mortel
Muanggement, 13 January 1992, 21-22, 24; An-
drew J. Sherman, “The Long Arm of Franchis-
ing,” Small Business Reports, Januvary 1992,
44-48; Philip F. Zeidman, “International Fran.
chising: It Works Both Ways,” Franchising
World,  January/February 1992, 46-47.
47. Nancy Croft Baker, “Franchising into the
‘90s,” Nation’s Business, March 1990, 6l
48. Meg Whittemore, Grotorh Opporiunities in
Pranchising (Washington, D.C.: International
Franchise Association). 49. Carol Steinberg,
“The Path to Franchise Gold,” Venture, July
1987, 60; conversation with 1 Can’t Belicve It's
Yogurt Corporate Office, 1 March 1991
50. Buck Brown, “Franchisers Now Ofier Direct
Financial Aid,” The Wall Street Journal, 6 Feb-
ruary 1989, B1. 51. Janice Castro, “Franchising
Fever,” Time, 31 August 1987, 37. 52. Con-
stance Micchell, “Franchising Fever Spreads,”
1/SA Today, 13 September 1985, 4B. 53. John
R Wilke, “Fraudulent Franchisers Are Grow-
ing,” The Wall Street Journal, 21 September
1990, B1. 54. See note 1, 55. 1991 Mail Boxes
Ete. annual report.

CHAPTER 4

1. Adapted from Erik Larson, “Forever Young,”
Inc., July 1988, 50; Steven S. Ross, “Green Gro-
ceries,” Mather Jomes, February-March 1989,
48; Mark Bittman, “Ben & Jerry's Caring Capital-
ism,” Restaurant Business, 20 November 1990,
132; Jim Castelli, “Management Styles: Finding
the Right Fit," HRMagozine, September 1990,
38; Bill Kelley, “The Caunse Effect,” Food and
Beverage Marketing, 9 (2 March 1990): 20; Ellie
Winninghoff, “Citizen Gohen,” Mother Jones,
January 1990, 12; Jeanne Wegner, “This Season,
Sharp-Dressed Dairy Products Are Wearing
Green,” Dairy Foods, September 1990, 72;
“Soda, Milk Bottles Lead the Way: State Man-
dates Spur Creation of Alliances That Will Focus
Initially on the Easiest Plastics to Recycle,”
Plastics World, 22 April 1990, 7; Therese R, Wel-
ter, “Industry and the Environment: A Farewell
to Arms,” Industry Week, 20 August 1990, 36;
Ben Announces Sabbatical, Stock Falls,” Dairy
Foods Newsletter, 30 March 1992, 2; “Ben & Jer-
ry’s, Dari Farms Ink Discribution Agreement,”
Dairy Foods Newsletter, 23 March 1992, 2;
Fleming Mecks, “We All Scream for Rice and
Beans,” Forbes, 30 March 1992, 20, Daniel F.
Cuff, “Big Scoop: Ben Will Be Back with Jerry,”
The Neww York Times, 3 April 1992, sec. 3, F14+;
“Ben & Jerry’s Recognized for Environmental
Innovations,” Dairy Foods Newsletrer, 24 Feb-
ruary 1992, 2; Ben and Jerry's Turns Off the
Lipht,” Dairy Foods Newsletter, 3 February
1992, 3. 2. See letters in The New York Times,
25 August 1918, and New York Herold, 1 Octo-
ber 1918. 3. Louis Ilarris, fnside America (New



R-2

York: Vintage, 1987), 233. 4. Timothy D.
Schellhardr, “Whar Bosses Think About Corpo-
rate Ethics,” The Wall Street Journal, 6 April
1988, B23; S. Andrew Ostapski and Camille N.
Isaacs, "Corporate Moral Responsibility and the
Moral Audit: Challenges for Refuse Relief Inc.,”
Journal of Business Ethics, March 1992, 231-
239; John A. Byrne, “The Best-Laid Ethics Pro-
grams. . . 7 Business Week, 9 March 1992, 67-
69; Simcha B. Werner, “The Movement for Re-
forming American Business Ethics: A Twenty-
Year Perspective,” Journal of Business Ethics,
Januvary 1992, 61-70. 5. Manuel Velasquez,
Dennis J, Mober, and Gerald F. Cavanagh, “Or-
ganizational Statesmanship and Dirty Politics:
Ethical Guidelines for the Organizational Politi-
cian,” Organizational Dynamics, Autumn 1983,
67-74. 6. Amal Kumar Naj, “Can $100 Billion
Have ‘No Material Effect” on Balance Sheets?”
The Wall Street Journal, 11 May 1988, Al
7. Gregg Easterbrook, “Cleaning Up," News-
week, 24 July 1989, 27-42. 8. Rose Gutfeld,
“For Each Dollar Spent on Clean Air Someone
Stands to Make a Buck,” The Wall Street Jour-
nal, 29 October 1990, Al. 9. S8am Awwood,
“Superfund: Boon or Bust? Debate Rages On,”
USA Today, 22 April 1991, 9E; Kimberly C, Har-
ris, “The Ilazards of Environmental Crime,” Se-
curity Management, February 1992, 26-32;
John Dobson, “Ethics in the Transnational Cor-
poration. The ‘Moral Buck’ Stops Where? " Jour-
nal of Business Ethics, January 1992, 21-27.
10. The World Almanac and Book of Facts
1991 (New York: Pharos Books, 1990), 249.
11. Jeremy Main, “The Big Cleanup Gets It
Wrong,” Fortune, 20 May 1991, 95-96, 100-
101, 12. Barbara Roscwicz, “Americans Are
Willing to Sacrifice to Reduce Pollution, They
Say,” The Wall Street Journal, 20 April 1990,
Al; John H. Sheridan, “Pollution Prevention
Picks Up Steam,” Industry Week, 17 February
1992, 36-43; David J. Hanson, “Pollution Pre-
vention Becoming Watchword for Government,
Industry,” Chemical & Engineering News, 6
January 1992, 21-22; “Strategies for Pollution
Prevention in Small Companies,” Environmen-
tal Manager, January 1992, 10, 14. 13. Dick
Thompson, “Giving Greed a Chance,” Time, 12
February 1990, 67-68. 14. David Kirkpatrick,
“Environmentalism: The New Crusade,” For-
tunie, 12 February 1990, 44-5)3; Bradford A
McKee, “Environmental Activists Ine.,” Nation's
Business, August 1990, 27-29. 15. Philip
Shabecoff, “In Search of a Better Law,” The New
York Times, 14 Moy 1989, sec. 4, 1, 5. 16. Bar-
bara Rosewicz, “Price Tag [s Producing Groans
Already,” The Wall Streer Journal, 29 October
1990, A6, 17. Scott McMurray, “Chemical
Firms Find That It Pays to Reduce Pollution at
Source,” The Wall Street Journal, 11 June 1991,
Al, A6 18. Easterbrook, “Cleaning Up,” 27-42.
19. Gutfeld, “For Each Dollar Spent on Clean
Adr Someone Stands to Make a Buck,” Al, AG.
20. Easterbrook, “Cleaning Up~™ 27-42.
21. Easterbrook, “Cleaning Up,” 27-42.
22. Barnaby J. Feder, “In the Clutches of the
Superfund Mess,” The Neto York Times, 16 June
1991, sec. 3, 1, 6; Steven Brostoff, “Superfund
Progiram Ripe for Overhaul, ALA Says,” National
Underwriter, 16 March 1992, 3, 28. 23. Feder,
“In the Clutches of the Superfund Mess,” sec. 3,
6; Atwood, “Superfund,” 9E; “Throwing Good
Money After Bad Water Yields Scant Improve-
ment,” The Wall Street Journal, 15 May 1991,
Al, A6. 24. Bobbi Igneizi, “The Enforcer,” San
Diego Union, 9 May 1989, C-1, C-2. 25. James
R. Healey, “Audi Drives to Polish Iis lmage,”

References

USA Today, 23 March 1988, 1B, 2B. 26. Steven
Waldman, “Kids in Harm’s Way,” Newsweek, 18
April 1988, 48. 27. John Carey and Zachary
Schilter, “The FDA Is Swinging ‘A Sufficiently
Large Two-by-Four,’” Business Week, 27 May
1991, 44; Barbara Presley Noble, “After Years of
Deregulation, a New Push to Inform the Public,”
The New York Times, 27 October 1991, sec. f, 5;
Marian Burros, “F.D.A. Plans to Take the Fantasy
Qut of Labels,” The New York Times,” 18 Sep-
tember 1991, sec. b, 1, 6; James G. Dickinson,
“FDA Draft Rules Go Back to the Drawing
Board,” Medical Marketing & Media, March
1992, 48-52; Maggie Mahar, “Under a Miero-
scope but FDA Chiel David Ressler Keeps His
Cool,” Barron's, 2 March 1992, 12-15. 28. Pa-
tricia Sellers, “llow o Handle Customers'
Gripes,” Fortune, 24 October 1958, #5-100.
29, Joel Russel, “Mentor-Protégé: A Difficule
Birth,” Hispanic Business, September 1991, 26,
28, 30. 30. Alan Farnham, “Holding Firm on Af-
firmative Action,” Fortune, 13 March 1989, 87,
88. 31. Sylvia Nasar, “Women's Gains Will Keep
Coming,” 7.8 Newws & World Report, 2 April
1990, 45; Charlene Marmer Solomon, “Careers
Under Glass,” Personne! Journal, April 1990,
97-105. 32, Diane Crispell, “Women's Earnings
Gap Is Closing—Slowly,” American Demo-
graphics, February 1991, 14. 33. Amy Saltz-
man, “Trouble at the Top,” 1.5, Netws & World
Report, 17 June 1991, 40-48. 34. Saltzman,
“Trouble at the Top,” 40-48. 35. Elizabeth Kol.
bert, “Sexual Harassment at Work is Pervasive,
Survey Suggests,” The New York Times, 11 Oc-
taber 1991, sec. a, 1, 11; Chris Lee, "Sexual Har-
assment: After the Ileadlines,” Training, March
1992, 23-31; Jeffrey P. Englander, “Handling
Sexual Harassment in the Workplace,” CPA
Journal, February 1992, 14-22; Ellen Gragp,
“Sexual Harassment: Conlronting the Issue of
the *00s," Office Systems, February 1992, 33
36; Susan L. Webb, “Dealing with Sexual Harass-
ment,” Small Business Reports, January 1992,
11-14. 36. Joann S. Lublin, “Companies Try a
Variety of Approaches to Halt Sexual Ilarass-
ment on the Job,” The Wull Street Jotrnal, Oc-
tober 11, 1991, B1, B10; Stephanic Strom,
“Many Companies Assailed on Sex Harassment
Rates,” The New York Times, 20 October 1991,
1, 15. 37. Robert Pear, “11.8. Proposes Rules to
Bar Obstacles for the Disabled,” The New York
Times, 22 January 1991, Al, Al2. 38. Ouo
Johnson, ed., The 1991 Information Please Al-
manac¢ {Boston: Houghton Mifflin, 1990}, 818§;
Ron Winslow, “Safety Ciroup Cites Fatalities
Linked to Work,” The Wall Street Journal, 31
August 1990, B8. 39. Milo Geyelin, “Swdy
Faults Federal Effort to Enforce Worker Safety,”
The Wall Street Journal, 28 April 1989, B1; Rob-
ert D. Hershey, Jr., “Budget Office Blocks Job
Health Rules,” The New York Times, 16 March
1992, (:10+; “California Ranks No. 1 in Worker-
Safecy List,” The Asian Wall Street Journal, 2
January 1992, 2; “Group Ranks California First
on Worker Saletv,” The Wall Street Journal, 3
January 1992, A3 +; Marc Kauffmann, “Services:

Your Competitives Edfe,” Telemarketing Maga—

wine, January 1992, 32-34. 40. Dana Milbank,
“Companies Tum to Peer Pressure to Cut Inju-
ries as Psychologists Join the Batde,” The Wall
Street Journal, 29 March 1991, B1, B3. 41. Jane
Bryant Quinn, “Why Tele-Crooks Are Still on
the Line,” Washingron Post, 25 March 1990,
H11; Jerry Gray, "'900" Phone Operation Draws
a Lawsuit; New Jersey Wants to Shut Down In-
fotrax Communications,” The New York Times,
28 February 1992, B5+; Ray Py, Candace D.

Sams, and Susan J. Aluise, “Ilistory of Federal
Policy in 900 Industry,” Long-Distance Letter,
24 February 1992, 4, Richard Devine, “904)
Numbers: The Checkered Image Gradually
Fades,” Puget Sound Business Journal, 28 Feb-
ruary 1992, 19. 42, Earl C. Gouschalk, Jr.,
“*Con Artists” Charged in California Sting,” The
Wall Street Jowrnad, 26 April 1991, C1, Cl6.
43. Kevin Kelly and Joseph Weber, “When a
Rival's Trade Secret Crosses Yoer Desk . . )"
Business Week, 20 May 1991, 48; Jerry W. Mills,
“Copyright Won't Work? Gall It a Trade Seeret,”
Computerworld, 24 February 1992, 104; Mary
Kathleen Flynn, “Keeping Secrets,” PC Maga-
sine, 28 April 1992, 32; M. Margaret McKeown
and Gregory J. Wrenn, “The Stakes Are Rising,” *
The National Law Journal, 24 February 1992,
27+; James Lyons, “Ask Before You Pack,”
Forbes, 16 March 1992, 106. 44. Milo Geyelin
and Beatrice E. Garcia, “GE Is Fined $10 Million
in Criminal Case,” The Wall Screer Journal, 27
July 1990, B3. 45. Neal Templin, “Chrysler
Faces $7.6 Million Fine for Mail Fraud,” The Walil
Street Journalf, 13 August 1990, A2. 46, Stanley
J. Modic, “Corporate Ethics: From Command-
ments to Commitment,” Industry Week, 14 De-
cember 1987, 34. 47. “Written Honesry Tests,”
Small Business Report, June 1987, 15,
48. Frank Edward Allen, “McDonald’s to Reduce
Waste in Plan Developed with Environmental
Group,” The Wall Streer Jowrmnal, 17 April 1991,
B1, B2; Joan 8. Lublin, **Green’ Executives Find
Their Mission Isn’t a Natural Part of Corporate
Culture,” The Wall Street Journal, 5 March
1991, Bl, B8. 49. William H. Miller, “Those
Stingy American Companies,” Industry Week,
21 January 1991, 48-53. 50. “U.S. Spends Big
to Clean Up Pollution,” San Dicgo Union, 23
December 1990, A-1, A-18; “$40 Billion Re-
ported Spent on lllegal Drugs,” San Diego
Union, 20 June 1991, A-2. 51. See note 1.
52. Adapted from Robert Johnson, “With lis
Spirit Shaken But Unbent, Cummins Shows
Decade’s Scars,” The Well Street Joornal, 13
December 1989, Al.

CHAPTER 5

1. Adapted from Allen R. Myerson, “Seuing Up
an Island in the Soviet Storm,” The New York
Times, 30 December 1990, sec. 3, 1, 6; Anthony

. Ramirez, “Soviet Pizza [luts Have Local Flavor,”

The New York Times, 11 September 1990, C18;
Mark Berniker, “Pizza Hut Succeeds in Soviet
Challenge,” Journal of Commerce, 10 Septem-
ber 1990, 1A, 5A; Stuart Edliot, “Pizza Hut Man-
agers Drill Soviets in Art of Service,” USA Today,
2 October 1990, 2B; "Red Tape Greets Moscow
Pizza [lut,” {/SA Today, 2 October 1990, 2B: In-
terview with Donald Kendall, “Go There and Get
the Business,” Directors-Boards, Winter 1991,
15-1%; Rajan Chaudhry and Brian Quinton,
“Operators Teamn Up to Stand Quy,” Restourants
& Institutions, 8 January 1992, 94-102; Joel
Ostrow, “Fast-Food Prices Jump in Russia,” Ad-
wvertising Age, 6 January 1992, 1, 22. 2. Adapted
from Barry Schiller, The Economy Today, Fifth
Edition {New York: McGraw-Hill, 1991) 8356—
837. 3. Alex Groner, The American Heritage
History of American Business and Industry
(New York: American Heritage, 1972), 321; U.S.
Department of Commerce, Statistical Abstract
of the United States, 1985 (Washington, D.C.:
Government  Printing  Office, 1984), 810.
4. Peter Passell, “America’s Position in the Eco-



