Employees and[ Jthe
Corporation

Employees and employers are engaged in a critical relationship affecting the
corporation’s performance. There is a basic economic aspect to their association:
Employees provide labor for the firm, and employers compensate workers for their
contributions of skill and productivity. Yet, also present in the employee-employer
exchange are numerous social, ethical, legal, and public policy issues. Attention to
the rights and duties of both parties in this relationship can benefit the firm, its
workers, and society.

This chapter focuses on these key learning objectives:

* Understanding workers’ rights to organize unions and bargain collectively.

* Knowing how government regulations assure occupational safety and health and what
business must do to protect workers.

+ Evaluating the limits of employers’ duty to provide job security to their workers.

« Appraising the extent of employees’ right to privacy, when businesses monitor employee
communications, police romance in the office, test for drugs or alcohol, or subject
employees to honesty tests.

» Debating if employees have a duty to blow the whistle on corporate misconduct, or if
employees should always be loyal to their employer.

* Assessing the obligations of transnational corporations to their employees around the
world.

A computer programmer for Google, the Internet search company based in
Mountain View, California, was fired after just two weeks on the job after he
posted some critical comments about the company on his personal blog (short for
web log, or online journal). “It was a very quick education for me at Google,” said
the programmer. Increasingly, managers are bypassing traditional sources and
seeking information about current and prospective employees online. The result is
sometimes an unintended disclosure of behavior and opinions that can damage
careers.'

Should employees, like this programmer, have a right to criticize their
employers using their personal blog? Is a manager justified in using an Internet
search engine to find information about employees that they, or others, have
posted? Was Google justified in terminating this employee?

Twelve men died in Sago, West Virginia, in 2006 after a coal mine explosion
that filled the area where they were trapped with deadly carbon monoxide gas. The
Sago mine, owned by the International Coal Group, had 202 safety violations the
previous year, and its injury rate was three times the national average. “I think this
mine should have been closed,” said the retired director of the Mine Health and
Safety Academy. The sole survivor among the trapped miners later said that several
of the portable oxygen masks the workers carried, called self-rescuers, had failed to
function properly. “There were not enough rescuers to go around,” said the
survivor.

Who is responsible for the deaths of these miners? What roles should
government regulators, managers, and workers and their unions play in assuring
the safety and health of people on the job?



At a sprawling complex of buildings in Dongguan, China, 4,000 workers stitch
athletic bags for Nike Corporation. Conditions at the contractor factory, which is
bound by Nike’s code of conduct, have improved markedly since the mid-1990s.
But workers still earn just $5 a day, on average, and work a standard 60-hour, six
day week. Many are separated from their families in rural areas for months at a
time. Although life at the factory is hard, jobs there are in demand and turnover is
under 10 percent a year.’

What wages and hours are fair in this case? Should multinational companies
pay their overseas workers enough to enjoy a decent family standard of living,
even if this is well above the legally mandated wage or above wages common in the
area for similar kinds of work? Should extra be paid for overtime work, even if not
required by law?

All of these difficult questions will be addressed later in this chapter. As the
situations giving rise to them suggest, the rights and duties of employers and
employees in the modern workplace are incredibly complex—and have become
more so as business has become increasingly global.

The Employment Relationship

As noted in Chapter 1, employees are a primary stakeholder of business—and a critically important one.
Businesses cannot operate without employees to make products, provide services, market to
customers, run the organization internally, and plan for the future. At the same
time, employees are dependent on their employers for their livelihood—and often
much more, including friendship networks, recreational opportunities, health care,
retirement savings, even their very sense of self. Because of the importance of the
relationship to both parties, it must be carefully managed, with consideration for
both legal and ethical obligations.

The employment relationship confers rights and duties on both sides. (As further
explained in Chapter 5, a right means someone is entitled to be treated a certain
way; rights often confer duties on others.) Some of these responsibilities are legal
or contractual; others are social or ethical in nature. For their part, employers have
an obligation to provide some measure of job security, a safe and healthy
workplace, and equal opportunity for all. They are obliged to pay a decent wage
and to respect workers’ rights to organize and bargain collectively, as guaranteed
by U.S. law (and the laws of many other nations). Employers must also respect
employees’ rights to privacy and—to some extent at least—their rights to free
speech and to do what they want outside the workplace.

But employees also have a duty to behave in acceptable ways. For example,
most would agree that employees should not abuse drugs or alcohol in a way that
impairs their work performance, use company e-mail to send offensive messages,
or take the employer’s property for their own personal use. Employees should deal
with customers and co-workers in an honest, fair, and nondiscriminatory way.
They should not reveal proprietary information to others outside the company,
unless there is compelling reason to do so—such as an immanent threat to the
public’s safety. Some main rights and duties of employers and employees are
summarized in Figure 18.1. How to balance these sometimes-conflicting
obligations poses an ongoing, and frequently perplexing, challenge to business.

This chapter considers the rights and duties—both legal and ethical—of both
parties in the employment relationship. The following chapter explores the related
issue of workforce diversity and discusses the specific legal and ethical obligations
of employers with respect to equal employment opportunity.



Workplace Rights

Employees in the United States enjoy several important legal guarantees. They
have the right to organize and bargain collectively, to have a safe and healthy
workplace and, to some degree, to have job security. This section will explore these
three rights, emphasizing U.S. laws and regulation, but with comparative
references to policies in other nations.

The Right to Organize and Bargain Collectively

In the United States, and in most other nations, employees have a fundamental
legal right to organize labor unions and to bargain collectively with their
employers. The exceptions are some communist countries (such as China, Vietnam,
Cuba, and the People’s Democratic Republic of Korea) and some military
dictatorships (such as Myanmar, also known as Burma), where workers are not
permitted to form independent unions. Labor unions are organizations, such as the
Service Employees International Union or the Teamsters, that represent workers on
the job. Under U.S. laws, most private and public workers have the right to hold an
election to choose what union they want to represent them, if any. Unions negotiate
with employers over wages, working conditions, and other terms of employment.
Employers are not required by law to agree to the union’s demands, but they are
required to bargain in good faith. Sometimes, if the two sides cannot reach
agreement, a strike occurs, or employees apply pressure in other ways, such as
refusing to work overtime.

The influence of labor unions in the United States has waxed and waned over
the years. During the New Deal period in the 1930s, many workers, particularly in
manufacturing industries such as automobiles and steel, joined unions, and the
ranks of organized labor grew rapidly. Unions negotiated with employers for better
wages, benefits such as pensions and health insurance, and improved job safety—
significantly improving the lot of many workers. Since the mid-1950s, however,
the proportion of American workers represented by unions has declined. In 2005,
only about 13 percent of all employees were union members. (The percentage was
higher—37 percent—in government employment.)*

Some observers, however, believe that unions in the United States may be
poised for recovery.

In 2005, four unions—the Service Employees International Union, the
Teamsters, the United Food and Commercial Workers, and Unite Here
(representing hotel and restaurant workers)—quit the AFL-CIO, saying the
U.S. labor federation had not done enough to sign up new members. Pointing
to survey data that showed that more than half of nonunion, nonsupervisory
workers said they would join a union if they could, the renegade unions
pledged to undertake a major organizing drive. Among their initial targets
was ABM, the largest U.S. cleaning contractor.’

Labor union power was evident in other ways in the 2000s. Unions organized in
the political arena, using political action committees (PACs) and other methods
(discussed in Chapter 9) and voted shares of stock in which their pension funds
were invested (discussed in Chapter 15) to pursue their institutional objectives.

Some labor unions departed from their
traditional adversarial approach to work
cooperatively with employers for their mutual
benefit. At Saturn, AT&T, and Kaiser
Permanente (a large health maintenance

organization), for example, management and



unions forged new partnerships aimed both at
giving workers a greater say in the business
and improving quality and productivity.
However, in some industries, old-line labor-—
management conflict predominated. Wal-Mart,
the world’s largest private employer, has
aggressively opposed efforts to organize its
workers—going so far as to shut down one store
in Quebec, Canada, where employees had voted

to join a union.® And in the “new economy”
sector, Amazon.com used its internal Web site
to distribute anti-union materials to its

managers 1in an effort to block organizing
efforts among its employees.’

One issue that unions and others have been concerned with is job safety and
health. It is discussed next.

The Right to a Safe and Healthy Workplace

Many jobs are potentially hazardous to workers’
safety and health. In some industries, the use
of high-speed and noisy machinery, high-
voltage welectricity, extreme temperatures, or
hazardous gases or chemicals poses risks.
Careful precautions, extensive training, strict
regulations, and tough enforcement are
necessary to avoid accidents, injuries,
illnesses, and even deaths on the job.

A worker at Rocky Mountain Steel in Pueblo, Colorado, lost both of his arms
after he touched a live wire and was jolted with 34,500 volts of electricity.
The man was a laborer who normally did another job, but had been ordered
to clean some insulators. “They [the laborers] had no electrical knowledge
and no training,” charged a union official at the plant.®

Over the past few decades, new categories of accidents or illnesses have
emerged, including the fast-growing job safety problem of repetitive motion
disorders, such as the wrist pain sometimes experienced by supermarket checkers,
meat cutters, or keyboard operators. The number of health problems attributed to
the use of video display terminals and computer keyboards has increased tenfold in
the past decade. In response, many businesses have given greater attention to
ergonomics, adapting the job to the worker, rather than forcing the worker to adapt
to the job. For example, ergonomically designed office chairs that conform to the
shape of the worker’s spine may help prevent low productivity and lost time due to
back injuries.

Annually, more than 4 million workers in private industry are injured or become
ill while on the job, according to the U.S. Department of Labor. This amounts to
about five hurt or sick workers out of every hundred. Some of the highest rates are
found in the construction, primary and fabricated metals, lumber, furniture,
transportation equipment, food processing, glass, and air transportation industries.
In general, manufacturing jobs are riskier than service jobs.” Teenagers are twice as
likely to be hurt on the job as adults. Young workers are often inexperienced, have
less training, and are more reluctant to challenge the boss over a dangerous task.'’
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In the United States, the Occupational Safety and Health Act, passed in 1970
during the great wave of social legislation discussed in Chapter 8, gives workers
the right to a job “free from recognized hazards that are causing or likely to cause
death or serious physical harm.” This law is administered by the Occupational
Safety and Health Administration (OSHA). Congress gave OSHA important
powers to set and enforce safety and health standards. Employers found in
violation can be fined and, in the case of willful violation causing the death of an
employee, jailed as well. In 2005, for example, BP paid $21 million in fines for
safety violations linked to an explosion of a refinery in Texas that killed 15
workers and injured 170."

OSHA has had considerable success in improving worker safety and health.
Although workers—such as the victims of the Sago mine and BP refinery
explosions—continue to die on the job, since OSHA’s creation in 1970 the overall
workplace death rate has been halved. Very serious occupational illnesses, such as
brown lung (caused when textile workers inhale cotton dust) and black lung
(caused when coal miners inhale coal dust), have been significantly reduced. The
rate of lead poisoning, suffered by workers in smelters and battery plants, among
other workplaces, has been cut by two-thirds. Deaths from trench cave-ins have
been reduced by 35 percent, to cite several examples.

Although many businesses have credited OSHA with helping reduce lost
workdays and worker compensation costs, others have criticized the agency’s rules
as being too costly to implement and administer. For example, in 2002 OSHA
proposed new rules designed to prevent worker injuries in nursing homes by
eliminating the manual lifting of residents. Many nursing home operators
immediately attacked the proposal, charging that it was based on “junk science.”"
In part in response to employer criticisms, OSHA has entered into cooperative
partnerships with employers, aimed at improving occupational safety and health for
the benefit of both companies and their workers.

Although problems remain, three decades of occupational safety and health
regulation in the United States and efforts by businesses and unions have
significantly lowered deaths and injuries on the job. In many developing nations,
however, conditions remain brutally dangerous.

In Bangladesh, a fast-growing garment and textile industry—mostly sourcing
apparel to Western companies—has been the site of numerous tragedies. In
2006, an electrical fire at the KTS Textile Industries factory in the port city
of Chittagong killed 54 workers, mostly women and girls as young as 12, and
injured close to 100 more. Managers had intentionally locked exits to prevent
theft and had no fire safety equipment on site. This was only the most recent
in a series of fires and building collapses that have killed or seriously injured
more than 2,800 Bangladeshi workers since 1990. In response, garment
workers organized a national half-day strike to demand tougher health and
safety standards and compensation for victims and their families. They also
called on international buyers to adopt and enforce codes of conduct for their
Bangladeshi suppliers."

Efforts by governments, businesses, and unions to improve conditions of
workers in overseas factories are further discussed later in this chapter.

The special problem of smoking in the workplace—a safety and health threat
both to smokers and nonsmokers—is addressed in the discussion case at the end of
this chapter.

The Right to a Secure Job



Do employers have an obligation to provide their workers with job security? Once
someone is hired, under what circumstances is it legal—or fair—to let him or her
go? In recent years, the expectations underlying this most basic aspect of the
employment relationship have changed, both in the United States and in other
countries around the globe.

In the United States, since the late 1800s, the legal basis for the employment
relationship has been employment-at-will. Employment-at-will is a legal doctrine
that means that employees are hired and retain their jobs “at the will of”—that is, at
the sole discretion of—the employer. However, over time, this doctrine has been
eroded by a number of laws and court decisions that have dramatically curtailed
U.S. employers’ freedom to terminate workers. Some of the restrictions on
employers include the following:

* -An employer may not fire a worker because of race, gender, religion, national
origin, age, or disability. The equal employment and other laws that prevent
such discriminatory terminations are further described in Chapter 19.

* -An employer may not fire a worker if this would constitute a violation of public
policy, as determined by the courts. For example, if a company fired an
employee just because he or she cooperated with authorities in the investigation
of a crime, this would be illegal.

* -An employer may not fire a worker if, in doing so, it would violate the Worker
Adjustment Retraining Notification Act (WARN). This law, passed in 1988,
requires most big employers to provide 60 days advance notice whenever they
lay off a third or more (or 500 or more, whichever is less) of their workers at a
work site.

* -An employer may not fire a worker simply because the individual was involved
in a union organizing drive or other union activity.

* -An employer may not fire a worker if this would violate an implied contract,
such as a verbal promise, or basic rules of “fair dealing.” For example, an
employer could not legally fire a salesperson just because he or she had earned a
bigger bonus under an incentive program than the employer wanted to pay.

Of course, if workers are covered by a collective bargaining agreement, it may
impose additional restrictions on an employer’s right to terminate. Many union
contracts say employees can be fired only “for just cause,” and workers have a
right to appeal the employer’s decision through the union grievance procedure.
Many European countries and Japan have laws that extend “just cause” protections
to all workers, whether or not they are covered by a union contract.

The commitments that employers and employees make
to each other go beyond mere legal obligations,
however. Cultural values, traditions, and norms of
behavior also play important roles. Some have used the
term social contract to refer to the implied
understanding (not a legal contract, but rather a set of
shared expectations) between an organization and its
stakeholders. This concept includes, perhaps most
significantly, the understanding between businesses and
their employees.

Research suggests that the social contract governing the employment
relationship has varied across cultures, and also across time. For example, in
Europe, employers have historically given workers and their unions a greater role
in determining company policy than do most U.S. employers. Employee
representatives are often included on boards of directors, in a practice sometimes
called co-determination. For many years, big Japanese companies offered a core



group of senior workers lifelong employment; in exchange, these workers felt great
loyalty to the company. This practice became less widespread in the 1990s and
2000s, as the Japanese economy contracted. In the former Soviet Union, many
enterprises felt an obligation to provide social benefits, such as housing and child
care, to their workers. These benefits declined with the advent of privatization in
these formerly state-run economies.

Beginning in the late 1980s, fierce global competition and greater attention to
improving the bottom line resulted in significant corporate restructuring and
downsizing (termination) of employees in many countries. This trend led some
researchers to describe a new social contract. Bonds between employers and
employees weakened. Companies aimed to attract and retain employees not by
offering long-term job security, but rather by emphasizing interesting and
challenging work, performance-based compensation, and ongoing professional
training. For their part, employees were expected to contribute by making a strong
commitment to the job task and work team and to assume a share of responsibility
for the company’s success. But they could not count on a guaranteed job."

The social contract between employers and workers was further weakened
when several prominent companies cut or eliminated long-standing pension
benefits. IBM, for example, announced that beginning in 2008 it would
freeze its pension plan for current U.S. employees, meaning workers would
no longer build up benefits with additional years of service, and would shift
instead to a 401(k) plan. Other companies cutting defined-benefit pensions,
or eliminating them altogether, included such major firms as Verizon,
Lockheed Martin, Motorola, and General Motors. (Defined benefit pensions
provide a predictable payout each month, usually based on a combination of
an employee’s age at retirement, years of service, and average pay.) “People
just have to deal with a lot more risk in their lives, because all of these things
that used to be more or less assured—a job, health care, a pension—are now
variable,” said one expert.'®

Should companies have strong or weak bonds with their
employees? When businesses invest in their employees by
providing a well-structured career, job security, and benefits
including pensions, they reap the rewards of enhanced loyalty,
productivity, and commitment. But such investments are
expensive, and long-term commitments make it hard for companies
to adjust to the ups and downs of the business cycle. Some firms
resolve this dilemma by employing two classes of employees:
permanent workers, who enjoy stable employment and full
benefits, and temporary workers and independent contractors, who
do not. The U.S. Labor Department estimates that about 10 million
Americans on the job, about 1 in every 14, are independent
contractors. About 6 million, or 1 in every 20, are contingent
workers who do not expect their jobs to last. On university
campuses, to cite one example, many faculty members are part-
timers who are not on a tenure (career) track and are often paid
much less per course and receive fewer, if any, benefits.

At some companies, contingent workers have fought to upgrade their status.
At Microsoft, temporary workers sued the company, charging that they had
been wrongly denied benefits paid to permanent employees doing similar
work. Microsoft later settled the suit, offering to pay $97 million to some
8,000 contingent employees. The company also upgraded many temporary
employees to “blue badge,” or permanent, status.'’



In general, during periods of economic expansion, employers
are usually more willing to offer long-term commitments to
workers and during periods of economic downturn are less likely
to do so. However, this is not always the case. Exhibit 18.B
describes a company that chose to avoid layoffs, even during a
severe economic downturn. In any case, finding the right balance
in the employment relationship between commitment and
flexibility—within a basic context of fair dealing—remains a
challenge to socially responsible businesses.

Privacy in the Workplace

An important right, in the workplace as elsewhere, is
privacy. Privacy can be most simply understood as the
right to be left alone. In the business context, privacy
rights refer primarily to protecting an individual’s
personal life from wunwarranted intrusion by the
employer. Many people believe, for example, that their
religious and political views, their health conditions,
their credit history, and what they do and say off the
job are private matters and should be safe from
snooping by the boss. Exceptions are permissible only
when the employer’s interests are clearly affected. For
example, it may be appropriate for the boss to know
that an employee 1is discussing with a competitor,
through e-mail messages, the specifications of a newly
developed product not yet on the market.

But other arecas are not so clear-cut. For example, should a job
applicant who is experiencing severe financial problems be denied
employment out of fear that he may be more inclined to steal from
the company? Should an employee be terminated after the firm
discovers that she has a serious medical problem, although it does
not affect her job performance, since the company’s health
insurance premiums may dramatically increase? At what point do
company interests weigh more heavily than an employee’s right to
privacy? This section will address several key workplace issues
where these privacy dilemmas often emerge: electronic
monitoring, office romance, drug and alcohol abuse, and honesty
testing.

Electronic Monltorlng

adngiadide i RGTIY dndgs— e-mail and messaging,
voice mall GPS satelllte trackmg, Internet browsmg, and digitally stored video—
enable companies to gather, store, and monitor information about employees’
activities. A company’s need for information, particularly about its workers, may
be at odds with an employee’s right to privacy. Even senior executives may not be
immune, as shown in the following example:

Henry Stonecipher was fired from his job as CEO of Boeing
Co. after directors learned about a sexually explicit e-mail he
had sent to a female company executive with whom he was
having an affair. The board determined that the CEO had
violated Boeing’s code of ethical conduct, which prohibited



employees from engaging in conduct that would embarrass the
company. The CEO’s “poor judgment . . . impaired his ability
to lead,” said Boeing’s nonexecutive board chairman.'®

Employee monitoring has exploded in recent years, reflecting technological
advances that make surveillance of employees easier and more affordable. A 2005
survey found that more than three-fourths of U.S. firms monitored workers’
Internet usage, and two-thirds blocked access to inappropriate sites. About half
stored and reviewed employees’ e-mail messages and computer files. Smaller
proportions used GPS technology to track company vehicles (8 percent) and cell
phones (5 percent). Special software permitted employers to automatically scan
messages or files for key words, or to flag a supervisor when a particular Web site
was accessed or phone number dialed.'” These programs can be customized to the
industry; for example, a hospital might scan for “patient info”; a high-tech
company with proprietary technology might scan for a competitor’s name or phone
number.

Management justifies the increase in employee monitoring for a number of
reasons. Employers have an interest in efficiency. When employees log on to the
Internet at work to trade stocks, plan their vacations, or chat with friends by e-mail,
this is not a productive use of their time. Employers also fear lawsuits if employees
act in inappropriate ways. An employee who views pornographic pictures on a
computer at work, for example, might leave the company open to a charge of
sexual harassment—if other workers observed this behavior and were offended by
it. (Sexual harassment is further discussed in the following chapter.) The employer
also needs to make sure that employees do not disclose confidential information to
competitors or make statements that would publicly embarrass the company or its
officers.

[s electronic monitoring by employers legal? For the most part, yes. The
Electronic Communications Privacy Act (1986) exempts employers. In
general, the courts have found that privacy rights apply to personal, but not
business, information, and that employers have a right to monitor job-related
communication. In an important 1996 case, an employee sued his employer
after he was fired for deriding the sales team in an internal e-mail, referring
to them as “back-stabbing bastards.” The court sided with the company,
saying it owned the e-mail system and had a right to examine its contents.
Yet, some have criticized recent court decisions like this one, saying public
policy should do a better job of protecting employees from unwarranted
secret surveillance.”

In seeking to balance their employees’ concerns about privacy
with their own concerns about productivity, liability, and security,
businesses face a difficult challenge. One approach is to monitor
employee communication only when there is a specific reason to
do so, such as poor productivity or suspicion of theft. For
example, the chipmaker Intel Corporation chose not to check its
employees’ e-mail routinely, feeling this would undermine trust.
Most management experts recommend that employers, at the very
least, clearly define their monitoring policies, let employees know
what behavior is expected, and apply any sanctions in a fair and
evenhanded way.

Romance in the Workplace

Another issue that requires careful balancing between legitimate employer
concerns and employee privacy is romance in the workplace. People have always



dated others at work. In fact, one study showed that one-third of all long-term
relationships began on the job, and 30 percent of all managers said they had had
one or more romantic relationships at work during their careers.”> Yet office
romance poses problems for employers. If the relationship goes sour, one of the
people may sue, charging sexual harassment—that is, that he or she was coerced
into the relationship. When one person in a relationship is in a position of
authority, he or she may be biased in an evaluation of the other’s work, or others
may perceive it to be so.

For many years, most businesses had a strict policy of forbidding relationships
in the workplace, especially those between managers and those reporting to them.
They assumed that if romance blossomed, one person—usually the subordinate—
would have to find another job. Recently, however, business practices have begun
to change. One legal expert explained, “You just can’t control human nature, and
you’re not going to fire well-trained people simply because they’re having a
relationship. There’s more of a practical view—to manage the relationship rather
than ban it.”® Many companies now allow managers to get involved with
subordinates, so long as they do not supervise them directly. If a relationship
develops, it is up to the people involved to come forward and to change
assignments if necessary. A few companies require their managers to sign a
document, sometimes called a consensual relationship agreement, stipulating that
an office relationship is welcome and voluntary—to protect against possible
harassment lawsuits if the people involved later break up.

Employee Drug Use and Testing

Abuse of drugs, particularly hard drugs such as heroin and methamphetamine, can
be a serious problem for employers. Only a small fraction of employees use illegal
drugs. But those who do can cause serious harm. They are much more likely than
others to produce poor quality work, have accidents that hurt themselves and
others, and steal from their employers. Some break the law by selling drugs at work
to support their habits. Drug abuse costs U.S. industry and taxpayers an estimated
$181 billion a year. This figure includes the cost of lost productivity, medical
claims, rehabilitation services, and crime and accidents caused by drugs.”*

One way business has protected itself from these risks is through drug testing.
More than three-fifths of companies test employees or job applicants for illegal
substances, according to a study by the American Management Association.”
Significant drug testing first began in the United States following passage of the
Drug-Free Workplace Act of 1988, which required federal contractors to establish
and maintain a workplace free of drugs. At that time, many companies and public
agencies initiated drug testing to comply with government rules. Commercial
clinical laboratories that conduct workplace drug tests for employers reported a
steady decline in positive tests over the 1990s and into the 2000s; less than 5
percent of employees tested positive in the most recently reported results.”®

Typically, drug testing is used on three different occasions.

» Preemployment screening. Some companies test all job applicants or selected
applicants before hiring, usually as part of a physical examination, often
informing the applicant ahead of time that there will be a drug screening.

+ Random testing of employees. This type of screening may occur at various times
throughout the year. In many companies, workers in particular job categories
(e.g., operators of heavy machinery) or levels (e.g., supervisors) are eligible for
screening at any time.



 Testing for cause. This test occurs when an employee is believed to be impaired
by drugs and unfit for work. It is commonly used after an accident or some
observable change in behavior.

Employee drug testing is controversial. Although businesses have an interest in
not hiring, or getting rid of, people who abuse drugs, many job applicants and
employees who have never used drugs feel that testing is unnecessary and violates
their privacy and due process rights. The debate over employee drug testing is
summarized in Figure 18.2. In general, proponents of testing emphasize the need to
reduce potential harm to other people and the cost to business and society of drug
use on the job. Opponents challenge the benefits of drug testing and emphasize its
intrusion on individual privacy.

Alcohol Abuse at Work

Another form of employee substance abuse—which causes twice the problems of
all illegal drugs combined—is alcohol use and addiction. About 6 percent of full-
time employees are heavy drinkers—that is, they had five or more drinks on five or
more occasions in the past month. Like drug abusers, they can be dangerous to
themselves and others. Studies show that up to 40 percent of all industrial fatalities
and 47 percent of industrial injuries are linked to alcohol. The problem is not just
hard-core alcoholics, however. Most alcohol-related problems in the workplace,
one study found, were caused by people who occasionally drank too much after
work and came in the next day with a hangover, or who went out for a drink on
their lunch break. U.S. businesses lose an estimated $70 billion per year in reduced
productivity directly related to alcohol abuse.”’

Company programs for drug abusers and alcohol abusers are often combined.
Since the 1980s, an increasing number of firms have recognized that they have a
role to play in helping alcoholic employees. As with drug rehabilitation programs,
most alcoholism programs work through employee assistance programs (EAPs)
that offer counseling and follow-up. Roughly 90 percent of Fortune 500 companies
provide EAPs for alcohol and drug abusers. (The figure is much lower for small
companies though, only 1 in 10 of which have such programs.) In general, EAPs
have been very cost-effective. General Motors, for example, estimated that it had
saved $3,700 for each of the employees enrolled in its EAP.

Employee Theft and Honesty Testing

Employees can irresponsibly damage themselves, their co-workers, and their
employer by stealing from the company. Employee theft has emerged as a
significant economic, social, and ethical problem in the workplace. A 2004 survey
of large retail stores in the United States showed that about half of all inventory
losses were due to employee theft (shoplifting, administrative error, and vendor
fraud accounted for the rest). The value of goods stolen was almost $15 billion.*®

Employee theft is also a problem in Europe. According to the European
Retail Theft Barometer, so-called retail crime (employee theft, shoplifting,
and customer fraud) costs European businesses around 32 billion euros
annually. Differences in theft rates among the 25 countries surveyed were
declining, reflecting the growing integration of Europe and common
strategies adopted by EU retailers to combat the problem.”

Many companies in the past used polygraph testing (lie
detectors) as a preemployment screening procedure or on
discovery of employee theft. In 1988, the Employee Polygraph
Protection Act became law. This law severely limited polygraph
testing by employers and prohibited approximately 85 percent of



all such tests previously administered in the United States. In
response to the federal ban on polygraphs, many corporations have
switched to written psychological tests that seek to predict
employee honesty on the job by asking questions designed to
identify desirable or undesirable qualities. When a British chain
of home improvement centers used such tests to screen more than
4,000 applicants, theft dropped from 4 percent to 2.5 percent, and
actual losses from theft were reduced from 3.75 million pounds to
2.62 million pounds.

The use of honesty tests, however, like polygraphs, is controversial. The
American Psychological Association noted there is a significant potential for these
tests to generate false positives, indicating the employee probably would or did
steal from the company even though this is not true. After extensively studying the
validity of honesty tests and the behavior they try to predict, two academic
researchers concluded that the tests were, at best, accurate only 14 percent of the
time. Critics also argue that the tests intrude on a person’s privacy and discriminate
disproportionately against minorities.”

In all these areas—monitoring employees electronically, policing office
romance, testing for drugs, and conducting psychological tests—businesses must
balance their needs to operate safely, ethically, and efficiently with their
employees’ right to privacy.

Whistle-Blowing and Free Speech in the Workplace

Another area where employer and employee rights and duties frequently conflict
involves free speech. Do employees have the right openly to express their opinions
about their company and its actions? If so, under what conditions do they have this
right?

The U.S. Constitution protects the right to free speech. This means the
government cannot take away this right. For example, the legislature cannot shut
down a newspaper that editorializes against its actions or those of its members.
However, the Constitution does not explicitly protect freedom of expression in the
workplace. Generally, employees are not free to speak out against their employers,
since companies have a legitimate interest in operating without harassment from
insiders. Company information is generally considered to be proprietary and
private. If employees, based on their personal points of view, were freely allowed
to expose issues to the public and allege misconduct, a company might be thrown
into turmoil and be unable to operate effectively.

On the other hand, there may be situations in which society’s interests override
those of the company, so an employee may feel an obligation to speak out. When
an employee believes his or her employer has done something that is wrong or
harmful to the public, and he or she reports alleged organizational misconduct to
the media, government, or high-level company officials, whistle-blowing has
occurred.

One of the most publicized whistle-blowers
of recent years was Dr. Jeffrey Wigand,
whose dramatic story was later portrayed in
the movie The Insider. Dr. Wigand, a
scientist and chief of research for cigarette
maker Brown & Williamson, came forward
with inside information that his employer
had known that nicotine was addictive and
had actively manipulated its level in



cigarettes. His allegations, made under
oath, made an important contribution to the
success of litigation against the tobacco
industry.”'

Another case, in which whistle-blowers at WorldCom revealed a shocking
pattern of accounting fraud, is described in Exhibit 18.C.

Speaking out against an employer can be risky; many
whistle-blowers find their charges ignored—or worse,
find themselves ostracized, demoted, or even fired for
daring to go public with their criticisms, as described
in Chapter 5. Whistle-blowers in the United States have
some legal protection against retaliation by their
employers, though. As noted earlier in this chapter,
most workers are employed at will, meaning they can be
fired for any reason. However, most states now
recognize a public policy exception to this rule.
Employees who are discharged in retaliation for
blowing the whistle, in a situation that affects public
welfare, may sue for reinstatement and in some cases
may even be entitled to punitive damages. The federal
Sarbanes-Oxley Act, passed in 2002 (and described
more fully in Chapters 6 and 15), makes it illegal for
employers to retaliate in any way against whistle-
blowers who report information that could have an
impact on the value of a company’s shares. It also
requires boards of directors to establish procedures for
hearing employee complaints.??

Moreover, whistle-blowers sometimes benefit from their actions. The U.S. False
Claims Act, as amended in 1986, allows individuals who sue federal contractors for
fraud to receive up to 30 percent of any amount recovered by the government. In
the past decade, the number of whistle-blower lawsuits—perhaps spurred by this
incentive—increased significantly, exposing fraud in the country’s defense, health
care, municipal bond, and pharmaceutical industries.

Whistle-blowing has both defenders and detractors. Those defending whistle-
blowing point to the successful detection and prosecution of fraudulent activities.
Under the False Claims Act, through 2005 almost $7 billion had been recovered
that would otherwise have been lost to fraud.*® Situations dangerous to the public
or the environment have been exposed and corrected because insiders have spoken
out. Yet opponents cite hundreds of unsubstantiated cases, often involving
disgruntled workers seeking to blackmail or discredit their employers.

When is an employee morally justified in blowing the whistle on his or her
employer? According to one expert, four main conditions must be satisfied to
justify informing the media or government officials about a corporation’s actions.
These are:

* The organization is doing (or will do) something that seriously harms others.

* The employee has tried and failed to resolve the problem internally.

* Reporting the problem publicly will probably stop or prevent the harm.

* The harm is serious enough to justify the probable costs of disclosure to the
whistle-blower and others.**

Only after each of these conditions has been met should the whistle-blower go public.



Working Conditions around the World

Much of this chapter has focused on the employment relationship, and the legal and
ethical norms governing it, in the United States. Workplace institutions differ
dramatically around the world. Laws and practices that establish fair wages,
acceptable working conditions, and employee rights vary greatly from region to
region. As illustrated by the opening example of this chapter that described a Nike
contract factory in China, these differences pose a challenge to multinational
corporations. By whose standards should these companies operate?

Recent headlines have turned the public’s attention to the problem of
sweatshops, factories where employees, sometimes including children, are forced
to work long hours at low wages, often under unsafe working conditions. Several
well-known companies in addition to Nike, including Wal-Mart, Disney, and
McDonald’s, have been criticized for tolerating abhorrent working conditions in
their overseas factories or those of their contractors. In recent years, student groups
have pressured companies by rallying to prevent their colleges and universities
from buying school-logo athletic gear, clothing, and other products made under
sweatshop conditions.

Fair Labor Standards

The term labor standards refers to the conditions under which a company’s employees—or the employees of
its suppliers, subcontractors, or others in its commercial chain—work. Some believe that labor standards should
be universal; that is, companies should conform to common norms across all their operations worldwide. Such
universal rules are sometimes called fair Iabor standards. For example, such standards might include a ban
on all child labor, establishment of maxinum work hours per week, or a commitment to pay a wage above a
certamn level. Others think that what is fair varies across cultures and economies, and 1t is often difficult to set
standards that are workable in all settings. For example, in some cultures child labor is more acceptable (or
economically necessary) than others. A wage that would be utterty inadequate in one economic setting might
seem princely in another. In some countries, unions are legal and common; in others, they are illegal or actively
discouraged.

Voluntary corporate codes of conduct, described in detail in
Chapters 6 and 7, can include labor standards that companies
expect their own plants and those of their contractors to follow.
One of the first companies to develop such standards was Levi
Strauss, a U.S. apparel maker. After the company was accused of
using an unethical contractor in Saipan, the company reviewed its
procedures and adopted a wide-ranging set of guidelines for its
overseas manufacturing. Reebok, Boeing, DaimlerChrysler, and
other companies have followed suit.

Nongovernmental organizations (NGOSs) labor codes have also been attempted.
For example, the Council on Economic Priorities has developed a set of workplace
rules called Social Accountability 8000, or SA 8000. Modeled after the quality
initiative of the International Organization for Standardization, ISO 9000, SA 8000
establishes criteria for companies to meet in order to receive a “good working
condition” certification. Other groups, including the International Labour
Organization, the Caux Roundtable, and the United Nations, have also worked to
define common standards to which companies can voluntarily subscribe. These
efforts are further described in Chapter 7.

Yet a third approach is for industrywide labor codes. Groups of companies,
sometimes with participation of government officials, NGOs, and worker and
consumer representatives, define industrywide standards that they can all agree to.



In 2004, for instance, three leading high-tech companies—HP, IBM, and Dell—
released a common Electronic Industry Code of Conduct, establishing a unifonm set of labor;, health and
safety, and environmental standards for their global supply chains.* Cisco Systems,
Microsoft, and several other companies later endorsed the effort. Supporters said a
common code would likely improve supplier compliance and lower the costs of
training and monitoring. Another similar effort in the clothing and footwear
industries, called the Apparel Industry Partnership, is described in the case study
on Nike, at the end of the book.

Whatever the approach, certain common questions emerge in any attempt to
define and enforce fair labor standards. These questions include the following.

+ What wage level is fair? Some argue that market forces should set wages, as
long as they do not fall below the level established by local minimum wage
laws. Others argue that multinational corporations have a moral obligation to
pay workers enough to achieve a decent family standard of living; still others
feel that they should pay workers a fair share of the sale price of the product or
of the company’s profit.

 Should standards apply just to the firm’s own employees, or to all workers who
have a hand in making its products? Some say that while the responsibility of a
firm to its own employees is clear, its responsibility to the employees of its
subcontractors is indirect and therefore of lower importance.

« How should fair Jlabor standards best be
enforced? Adherence to fair labor standards,
unlike national labor laws, for example, is
strictly voluntary. Companies can adopt their
own code, or agree to one of the NGO or
industry codes. But who is to say that they,
and their contractors, are actually living up
to these rules? In response to this concern, a
debate has emerged over how best to monitor
and enforce fair labor standards. Some have
advocated hiring outside accounting firms,
academic experts, or advocacy organizations
to conduct independent audits to determine if
a code’s standards are being met. The efforts
of one company, Mattel, to devise a verifiable
procedure for monitoring its code of conduct
in overseas factories are profiled in Exhibit
18.D.

As businesses have become more and more global, as shown in Chapter 7,
companies have faced the challenge of operating simultaneously in many countries
that differ widely in their working conditions. For these companies, abiding by
government regulations and local cultural traditions in their overseas
manufacturing may not be enough. Many business leaders have realized that
subscribing to fair labor standards that commit to common norms of fairness,
respect, and dignity for all their workers is an effective strategy for enhancing their
corporate reputations, as well as meeting the complex global challenges of
corporate social responsibility.

Employees as Corporate Stakeholders

The issues discussed in this chapter illustrate forcefully that today’s business
corporation is open to a wide range of social forces. Its borders are very porous,



letting in a constant flow of external influences. Many are brought inside by
employees, whose personal values, lifestyles, and social attitudes become a vital
part of the workplace.

Managers and other business professionals need to be aware of these employee-
imported features of today’s workforce. The employment relationship is central to
getting a corporation’s work done and to helping satisfy the wishes of those who
contribute their skills and talents to the company. The task of a corporate manager
is to reconcile potential clashes between employees’ human needs and legal rights
and the requirements of corporate economic production.

» U.S. labor laws give most workers the right to organize unions and to bargain
collectively with their employers. Some believe that unions are poised for
resurgence after many years of decline.

*  Job safety and health concems have increased as a result of rapidty changing technology in the workplace.
US. employers nmust comply with expanding OSHA regulations and respond to the threat of violence at
work.

* Employers’ right to discharge “at will” has been limited, and employees now
have a number of bases for suing for wrongful discharge. The expectations of
both sides in the employment relationship have been altered over time by
globalization, business cycles, and other factors.

* Employees’ privacy rights are frequently challenged by employers’ needs to
have information about their health, their work activities, and even their off-the-
job lifestyles. When these issues arise, management has a responsibility to act
ethically toward employees while continuing to work for a high level of
economic performance.

* Blowing the whistle on one’s employer is often a last resort to protest company
actions considered harmful to others. In recent years, U.S. legislation has
extended new protections to whistle-blowers.

* The growing globalization of business has challenged companies to adopt fair
labor standards to ensure that their products are not manufactured under
substandard, sweatshop conditions.

Discussion Case: No Smoking Allowed—On the Job or
Off

In 2005, Weyco, a benefits management company in Michigan, took an unusual
step: it fired all employees who were smokers, even if they had never lit up on the
job. Howard Weyers, president and founder of the privately held company,
believed in promoting healthy lifestyles both at his own company and those of his
clients. “I spent all my life working with young men, honing them mentally and
physically to a high performance,” the 70-year-old former college football coach
explained. “I think that’s what we need to do in the workplace.”

In late 2003, the company had announced that it would no longer hire smokers.
To assist its employees who used tobacco, the company offered smoking cessation
programs and paid for medication and acupuncture. It also hired a full-time
specialist to advise all employees on diet and nutrition and subsidized their health
club memberships. Smokers were given 15 months to kick the habit. By the
deadline, 20 employees had succeeded in doing so; the 4 who had not were fired.

Weyco employees were of mixed opinion about the tobacco-free policy. One
employee who gave up cigarettes commented, “I had to choose between whether I
wanted to keep my job and whether I wanted to keep smoking. To me it was a no-



brainer.” But another, who left the company rather than quit smoking, decried the
invasion of privacy. “You feel like you have no rights,” she said. “It had to do with
my privacy in my own home.”

Weyco’s decision to prohibit smoking off the job as well as in the workplace
was unusual. But by the mid-2000s, most U.S. employers—some acting voluntarily
and some because they were forced to by local and state antismoking laws—had
banned smoking on the job or restricted it to a few separate areas.

Employers cited several reasons for adopting antismoking rules. Secondhand
smoke—smoke emitted from a lit cigarette, cigar, or pipe, or exhaled by a
smoker—caused nearly 50,000 nonsmoker deaths in the United States each year,
according to medical research. Nonsmoking employees could be sickened, or even
killed, by exposure to others’ tobacco smoke at work, particularly in workplaces
where smoking is common, such as bars and restaurants. Moreover, smoking
employees were expensive. Studies showed that more than $47 million was lost
annually due to productivity loss and disability time related to smoking. Smokers,
on average, cost the firm $753 annually in medical expenses and missed two more
workdays per year than nonsmokers did.

For their part, employees who smoke have been divided in their reaction to
tobacco restrictions or bans. Some smokers, like many at Weyco, welcomed the
opportunity to quit. A study by researchers at the University of California found
that employees who were covered by strong workplace smoking policies were
more likely to quit the habit than other smokers. Others, however, were incensed at
what they perceived as a violation of personal rights and freedoms. They resented
having to go outside to smoke, particularly in bad weather. Some even argued that
smoking was, in effect, an addiction to nicotine, and so their right to smoke should
be protected under the Americans with Disabilities Act (further described in the
following chapter).

Lawmakers weighed in on both sides of the issue. Many towns and cities, and
some states, passed antismoking ordinances or laws. For example, both New York
City and the state of Florida banned smoking in all enclosed workplaces. But many
states (sometimes the same ones) also passed laws making job discrimination
against smokers illegal. Although these laws did not affect smoking bans or
restrictions in the workplace, they did prohibit companies from refusing to hire
smokers and from firing employees who continued to smoke. (Michigan, where
Weyco was located, did not have such a law.)

Many other countries have historically been more tolerant of smoking, both in
the workplace and elsewhere, than the United States. By the mid-2000s, however,
this was beginning to change. In 2005, the World Health Organization’s
Framework Convention on Tobacco Control took effect, after ratification by many
of the world’s nations. Among other things, the convention called on governments
to protect people from workplace exposure to secondhand smoke.

Sources: “Background on Weyco Inc.’s Tobacco-Free Policy,” online at www.weyco.com; “Company’s Smoking Ban
Means Off-Hours, Too,” The New York Times, February 8, 2005; “Workers Fume as Firms Ban Smoking at Home,”
Detroit News, January 27, 2005; and “UC Study Says Workplace Smoking Ordinances Help Employees Quit,” Cal-
OSHA Reporter, May 5, 2000. The Web site of the Framework Convention on Tobacco Control is at
www.who.int/tobacco/framework.

! “When the Blogger Blogs, Can the Employer Intervene?” The York Times, April 18, 2005, p. C1; “Who’s Afraid of the Big, Bad
Blog?” Financial Times (London), November 4, 2005, p. 12; and “You Are What You Post,” BusinessWeek, March 27, 2006, p. 52.
2 “Surviving Miner Says Air Masks Failed to Work,” The New York Times, April 28, 2006, p. Al; “Endemic Problem of Safety in Coal
Mining,” The New York Times, January 10, 2006, p. A13; and “In a Miners” Town, Grief, Anger, and Questions,” The New York
Times, January 5, 2006, p. Al.
? “Factory Workers in China Still Toil for Nike,” Seattle Times, July 3, 2005, p. E1. For more detail, including additional references,
see the case study, “Nike’s Dispute with the University of Oregon,” at the end of the book.
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Right to organize and bargain



1) . Right to a safe and healthy workplace

(i) . Right to privacy

(iii) . Duty to discipline fairly and justly

(iv) . Right to blow the whistle

) . Right to equal employment opportunity

» -Right to be treated with respect for [Jfundamental human rights
FIGURE 18.1
Rights and Duties of Employees and Employers

*  No drug or alcohol abuse

» No actions that would endanger others

» -Treat others with respect and without harassment of any kind

* Honesty; appropriate disclosure

* -Loyalty and commitment

* -Respect for employer’s property and intellectual capital

4 U.S. Bureau of Labor Statistics, “Union Members in 2005,” www.bls.gov.

3 “Splintered, but Unbowed: Are Unions Still Relevant?”” The New York Times, July 30, 2005, pp. C1, C2. Information on the Change
to Win Federation (the rival union group) is available online at www.unitetowin.org..

6 “Wal-Mart to Close Store in Canada with a Union,” The New York Times, February 10, 2005, p. C3.

7 «“Amazon.com Is Using the Web to Block Unions’ Efforts to Organize,” The New York Times, November 29, 2000, p. C1.
8 «Steel Mill Deaths Prompt In-Depth OSHA Probe,” The Denver Post, April 18, 2000, p. C1.

° U.S. Bureau of Labor Statistics data, available at www.bls.gov.

1 “Government Asked to Act on Teenagers’ Job Safety,” The New York Times, August 5, 2002, p. A8.

Stories of angry or distraught employees, ex-employees, or associates of employees attacking workers, co-workers, or
superiors at work have become more frequent. For example, there is a growing trend for workers who have lost their
jobs—or who face some other financial threat—to seek vengeance, often in calculated and cold-blooded fashion. In
other cases, seemingly trivial events can provoke an assault. In a particularly shocking incident, a worker at a
Lockheed Martin plant in Meridian, Mississippi, apparently became so enraged that his employer had required him to
take a sensitivity training course that he stormed out and got a shotgun from his truck. He returned to kill five co-
workers and injure nine, before shooting himself.""

Homicide is the fourth-leading cause of death on the job (only vehicle accidents, falls, and being struck by a falling
or flying object kill more). Every year, around 600 workers are murdered, and as many as 2 million are assaulted at
work in the United States. Police officers, prison guards, taxi drivers, bartenders, mental health workers, special
education teachers, and gas station attendants are most at risk. Although workplace violence is often considered an
American problem, a survey by the International Labor Organization found that workplace assaults were actually more
common in several other industrial nations, including France, England, and Argentina, than in the United States. Four
percent of workers in the European Union said they had been subjected to physical violence in the past year.

OSHA has developed recommendations to help employers reduce the risk of violence. Employers should try to
reduce high-risk situations, for example, by installing alarm systems, convex mirrors, and pass-through windows. They
should train employees in what to do in an emergency situation. Unfortunately, many companies are poorly prepared to
deal with these situations. Only 24 percent of employers offer any type of formal training to their employees in coping
with workplace violence.

Sources: “Fatal Occupational Injuries by Event or Exposure, 1999-2004,” August 25, 2005, www.osha.gov/SLTC/workplaceviolence; “Law
Enforcement Officers Most at Risk for Workplace Violence,” press release dated December 20, 2001, www.ojp.usdoj.gov; and “Violence on the Job: A
Global Problem,” www.ilo.org.

! “Massacre at the Office,” Newsweek, January 8, 2001, p. 27.

12 “BP Agrees to Penalties Totaling $21.4 Million for Fatal Texas Blast,” The Wall Street Journal, September 23, 2005, p. B2.

13 «“Business Flexes Muscles over Ergonomics, Again,” The Wall Street Journal, December 26, 2003.

'* “Bangladesh Factory Fire Toll 54: Official,” Reuters News Service, February 24, 2006; and “425 Garment Workers Killed in
Incidents Since 1990,” United News of Bangladesh, April 10, 2006. More information on efforts to improve conditions in the
Bangladeshi garment and textile industry is available online at www.cleanclothes.org.

!5 James E. Post, “The New Social Contract,” in Oliver Williams and John Houck, eds., The Global Challenge to Corporate Social
Responsibility (New York: Oxford University Press, 1995)..



!¢ “More Companies Ending Promises for Retirement,” The New York Times, January 9, 2006, p. Al; “IBM to Freeze Pension Plans to
Trim Costs,” The New York Times, January 6, 2006, p. Al; and “GM to Freeze Pension Plans of White-Collar Workers,” The New
York Times, March 8, 2006, p. A10.
7 “Microsoft to Pay $97 Million to End Temp Worker Suit,” Los Angeles Times, December 13, 2000, p. C1.
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Xilinx has been called the “archetypal Silicon Valley company.” The high-tech maker of programmable microchips for
consumer electronics, such as cell phones and DSL modems, experienced rapid growth in the boom years of the late
1990s and early 2000s. In the fiscal year ended March 2001, the company’s revenues were up an eye-popping 62
percent over the prior year (which were up 54 percent from the year before that).

But in late spring 2001, the market for Xilinx products abruptly collapsed when the telecommunications industry hit
a sharp downturn. Most of the company’s competitors laid off employees to save money. But Xilinx opted for a
different approach. It declared its intention to avoid all layoffs. Instead, it cut pay (by an average of 6 percent) and
offered its employees a range of voluntary options, from lower-paid sabbaticals to go back to school or work for a
nonprofit, to swapping part of their salaries for stock options.

Wim Roelandts, the company’s CEO, later explained, “Seventy-five percent of our people are knowledge workers,
university-trained, most of them engineers working on future products. The decision to avoid layoffs was a better
business decision.” The fact that Xilinx, unlike some other electronics firms, outsourced its manufacturing and sales
also gave it flexibility in responding to the steep industry downturn.

In 2003, Xilinx placed fourth on Fortune magazine’s list of the “100 Best Places to Work,” the highest ranking for
any publicly owned company. And noted Roelandts, “So far we have not missed project deadlines, projects did not get
delayed, and we have gained 15 points of market share during this down cycle.”

18 “Extramarltal Affair Topples Boemg CEO,” USA Today, March 8, 2005, p. 1B.

! American Management Association, “2005 Electronic Monitoring & Surveillance Survey,” www.amanet.org.
2 «“Snooping by E-Mail Is Now a Workplace Norm,” The Wall Street Journal, March 9, 2005, p. B1.

?! For example, see the position of the American Civil Liberties Union, www.aclu.org..

22 Dennis M. Powers, The Office Romance (New York: Amacom Books, 1998); and “AMA’s 2003 Survey on Workplace Dating,”
available at www.amanet.org.

# “The Economic Costs of Drug Abuse in the United States 1992-2002,” available at www.whitehousedrugpolicy.gov.

» American Management Association survey data on workplace medical testing are available at www.amanet.org; this figure is from
the 2004 survey.

FIGURE 18.2

Pros and Cons of Employee Drug Testing
Arguments Favoring Arguments Opposing [ Employee Drug Testing Employee Drug
Testing

« -Cooperates with U.S. “War on Drugs” campaign
* -Improves employee productivity

* -Promotes safety in the workplace

* -Decreases employee theft and [absenteeism

* -Reduces health and insurance costs

* Invades an employee’s privacy

* -Violates an employee’s right to due process

* -May be unrelated to job performance

* -May be used as a method of employee discrimination

* -Lowers employee morale

* -Contflicts with company values of honesty and trust

* May yield unreliable test results

» -Ignores effects of prescription drugs, alcohol, and over-the-counter drugs

*  -Duguseaninsignificant problem for [some compenies

%6 «Report Suggests Workplace Drug Use Decreased After 9/11,” Workplace Substance Abuse Advisor, July 25, 2002.

?7 The statistics reported in this paragraph are available at the Web site of the Working Partners for an Alcohol- and Drug-Free
Workplace at www.dol.gov/asp/programs/drugs/workingpartners.
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In 2002, WorldCom, then the parent of MCI and one of the nation’s largest telecommunications firms, was rocked by
an accounting scandal touched off by whistle-blowers. Their revelations led to the bankruptcy of the firm and the
indictment of several top executives.

During an investigation over several months, WorldCom’s vice president of internal audit, Cynthia Cooper, and
members of her staff discovered that top executives had systematically “cooked the books.” Working late into the
evening and on weekends to avoid detection, the accountants uncovered billions of dollars worth of fraudulent entries.
The company had used reserve funds to boost income, recorded operating expenses as capital costs, and taken other
improper actions to make the firm’s performance look better than it was.

When the company’s chief financial office—Cooper’s boss—got wind of what she was working on, he ordered her
to delay the investigation. Instead, she took her findings directly to the audit committee of the board of directors. What
she had to say shocked them. The audit committee immediately fired the chief financial officer, and the next day, the
board publicly announced that the company had inflated profits by almost $4 billion.

As the story broke, members of the press began calling to talk to Cooper. She was characteristically modest. “I’'m
not a hero,” she said. “I’m just doing my job.” Cooper and her team continued to work at WorldCom, where they
cooperated with the company’s new outside auditors and with government investigators trying to unravel the largest
accounting fraud in history.

Sources: “How Three Unlikely Sleuths Discovered Fraud at WorldCom,” The Wall Street Journal, October 30, 2002, [pp. Al, A6; and “Persons of the
Year: Sherron Watkins of Enron, Coleen Rowley of the FBI, and Cynthia Cooper of WorldCom,” Time, January 6, 2003, pp. 32—60.

32 “Year of the Whistleblower,” BusinessWeek, December 16, 2002, pp. 107-10.

33 Department of Justice statistics, summarized at the Web site of Taxpayers against Fraud at www.taf.org.

** Manuel G. Velasquez, Business Ethics: Concepts and Cases, 6th ed. (Upper Saddle River, NJ: 2006), p. 379.

33 “HP, Dell, IBM and Leading Suppliers Release Electronics Industry Code of Conduct,” press release, October 21, 2004,
www.hp.com.

Mattel, Inc., the maker of Barbie dolls, Fisher-Price toys, Hot Wheels cars, and many other children’s playthings, is the
world’s largest toy company. Many of its products are manufactured in overseas factories, mostly in Asia. In 1997,
Mattel developed a detailed code of conduct, called its Global Manufacturing Principles. Covering both Mattel’s
factories and those of its subcontractors and suppliers, the principles addressed a wide range of labor issues. These
included wages (at least minimum wage or local industry standard, whichever was higher), child labor (workers had to
be at least 16 years old or the local minimum, whichever was higher), and health and safety (compliant with the
standards of the American Conference of Government Industrial Hygienists).

Mattel also considered how it could best enforce its code and convince its customers it was serious about doing so.
In an innovative move, the company created an independent auditing organization, the Mattel Independent Monitoring
Council (MIMCO). Chaired by three outside experts, MIMCO was given a generous budget and access to all facilities
and records of Mattel and its subcontractors and was charged with carrying out regular inspections and making the
results public. In 2003, MIMCO’s activities were taken over by the International Center for Corporate Accountability
(ICCA), a nonprofit organization that conducted independent audits for corporate clients.

Since its first external audit in 1999, Mattel has made public a series of reports on
company-owned and contract factories in China, Indonesia, Malaysia, Thailand, and Mexico.
The independent audits show that although the company has generally complied with its own
code, some problems have remained, such as at a plant in Mexico where workers complained
that they had to stand without a break for eight hours a day. The company quickly corrected
the problem. Mattel’s pioneering effort to establish fully independent and transparent
monitoring has been a model for other companies, such as Freeport-McMoran Copper &
Gold. ICCA’s audit of Freeport’s controversial mining operation in Indonesia was released to
the public in 2005.



Source: The complete audits conducted by the ICCA for Mattel and Freeport-McMoran are available at [lwww.icca-corporateaccountability.org.

Key Terms

drug testing, 394

electronic monitoring, 392

employee assistance programs (EAPs), 396
employment-at-will, 389

ergonomics, 387

fair labor standards, 399
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Internet Resources

www.ilo.org International Labour Organization (ILO)

www.drugfreeworkplace.org  Institute for a Drug-Free Workplace

www.osha.gov Occupational Safety and Health Administration
www.whistleblowers.org National Whistleblowers Center

www.aclu.org American Civil Liberties Union

www.afl-cio.org -American Federation of Labor-Congress [lof Industrial Organizations
www.workrights.org National Workrights Institute

Discussion Questions

1. Should employers have the right to ban or restrict smoking by their employees at the workplace? Why
do you think so?

2. Should employers have the right to restrict or ban smoking by the employees off the job, as Weyco did?
Why do you think so?

3.Should the government regulate smoking at work? If so, what would
be the best public policy? Why do you think so?

4. Should multinational finms have a single corporate policy on smoking in the workplace, or vary their policies depending on local laws and
noms of behavior in various countries where they do business?



