Business and Socie

Stakeholders, Ethics, Public Policy

Business and Socie

Stakeholders, Ethics, Public Policy Twelfth Edition

Anne T. Lawrence

BUSINESS AND SOCIETY: STAKEHOLDERS, ETHICS, PUBLIC POLICY

Published by McGraw-Hill/Irwin, a business unit of The McGraw-Hill Companies, Inc., 1221 Avenue of the Americas, New York,
NY, 10020. Copyright © 2008 by The McGraw-Hill Companies, Inc. All rights reserved. No part of this publication may be
reproduced or distributed in any form or by any means, or iskiyiigvinfidEx{dpkincluding, but not limited to, in any network or other
electronic storage or transmission, or broadcast for distance learning.

Some ancillaries, including electronic and print components, may not be available to customers outside the United States.
This book is printed on acid-free paper.

1234567890 WCK/WCK 0987

ISBN 978-0-07-110102-8

MHID 0-07-110102-0



www.mhhe.com

Preface xiii

Anne T. Lawrence San Jose State University

Anne T. Lawrence is a professor of organization and management at San Jose State
University. She holds a Ph.D. from the University of California, Berkeley, and
completed two years of postdoctoral work at Stanford University. Her articles,
cases, and reviews have appeared in many journals, including the Academy of
Management Review, Administrative Science Quarterly, Journal of Management
Education, Case Research Journal, Business and Society Review, Research in
Corporate Social Performance and Policy, and Journal of Corporate Citizenship.
Her cases in business and society have been reprinted in many textbooks and
anthologies. She has served as associate editor of the Case Research Journal and as
president of both the North American Case Research Association (NACRA) and of
the Western Casewriters Association. She was the recipient of the Outstanding
Case of the Year award from NACRA and the Emerson Center Award for
Outstanding Case in Business Ethics. At San Jose State University, she was named
Outstanding Professor of the Year in 2005.

James Weber Duquesne University

James Weber is a professor of management and business ethics and the director of
the Beard Center for Leadership in Ethics at Duquesne University, where he also
coordinates the Masters of Science in Leadership and Business Ethics program. He
has a Ph.D. from the University of Pittsburgh and has taught at the University of
San Francisco, University of Pittsburgh, and Marquette University. His areas of
interest and research include managerial and organizational values, cognitive moral
reasoning, business ethics, ethics training and education, and corporate social audit
and performance. He was recognized by the Social Issues in Management division
of the Academy of Management with the Best Paper Award in 1989 and 1994. He
has served as division and program chair of the Social Issues in Management
division of the Academy of Management. He has also served as president and
program chair of the International Association of Business and Society (IABS) and
is a member of the Society for Business Ethics.

Acknowledgments xvii

Introduction and Overview xix

PART ONE

The Corporation in Society 1



1. TheCapoaionandisSekahoktas?
2. Managing Public Issues 23

PART TWO

Business and the Social Environment 43
3. Corporate Social Responsibility 44
4. Global Corporate Citizenship 63

PART THREE

Business and the Ethical Environment 87
5. Ethics and Ethical Reasoning 88
6. Organizational Ethics and the Law 112

PART FOUR

Business and Government in a Global Society 137
7. The Challenges of Globalization 138
8. Business—Government Relations 161
9. Influencing the Political [JEnvironment 183

10. Antitrust, Mergers, and Competition Policy 207

PART FIVE

The Corporation and the Natural Environment 229
11. Ecology and Sustainable Development in Global Business 230

12. Managing Environmental Issues 251

PART SIX
Business and Technological Change 275

13. Technology: A Global Economic and Social Force 276
4 MaperngTadnobpcalChalkngs297
PART SEVEN
Building Relationships with [IStakeholders 319
15. Stockholder Rights and Corporate Governance 320
16. Consumer Protection 342
7 Teomuidéjat
18. Employees and the Corporation 383
19. Managing a Diverse Workforce 405
20. Business and the Media 428

CASES IN BUSINESS AND [ISOCIETY 449
The Collapse of Enron 450
Odwalla Inc., and the E. Coli Outbreak 463



Merck, the FDA, and the Vioxx Recall 474

Kimpton Hotels’” EarthCare Program 484

Johnson & Johnson and the Human Life International Shareholder Proposal 492
GlaxoSmithKline and AIDS Drugs [ for Africa 501

Nike’s Dispute with the University [Jof Oregon 509

Shell Oil in Nigeria 520

The Transformation of Shell 531

GLOSSARY 541
BIBLIOGRAPHY 553

INDEX 558
PART ONE
THE CORPORATION IN SOCIETY 1

Chapter 1
The Corporation and Its Stakeholders 2

Business and Society 4
A Systems Perspective 5
The Stakeholder Theory of the Firm 6
The Stakeholder Concept 7
Market and Nonmarket Stakeholders 8
Stakeholder Analysis and Engagement 11
Stakeholder Interests and Power 11
Stakeholder Coalitions 13
Stakeholder Engagement 16
The Dynamic Environment of Business 18
Creating Value in a Dynamic Environment 19
Summary 20
Key Terms 20
Internet Resources 21
Discussion Case: Cisco in the Coyote [1Valley 21

Chapter 2
Managing Public Issues 23

Public Issues 25
The Corporation’s Boundary-Spanning [1Departments 26
Public Affairs Management 28
International Public Affairs Management 30
Issue Management 32
Scanning the Environment 33
Competitive Intelligence 35
The Issue Management Process 36
Summary 40
Key Terms 40
Internet Resources 40
Discussion Case: Wal-Mart and Its Public [1Opponents 40



PART TWO
BUSINESS AND THE SOCIAL ENVIRONMENT 43

Chapter 3
Corporate Social Responsibility 44

The Meaning of Corporate Social Responsibility 45
The Many Responsibilities of Business 46
Social Responsibility and Corporate Power 46

How Corporate Social Responsibility Began 47
The Charity Principle 48
The Stewardship Principle 49

The Corporate Social Responsibility Debate 50
Arguments for Corporate Social Responsibility 50
Arguments against Corporate Social Responsibility 53

Balancing Economic, Legal, and Social Responsibilities 55
Economic and Social Responsibilities: Enlightened [l Self-Interest 55
Legal Requirements versus Corporate Social Responsibility 57
Stockholder Interests versus Other Stakeholder [interests 58

The Evolving Notion of Corporate Social Responsibility 58

Summary 60

Key Terms 60

Internet Resources 60

Discussion Case: Hurricane Katrina—Corporate Social Responsibility in Action 60

Chapter 4
Global Corporate Citizenship 63

Corporate Citizenship 65
Global Corporate Citizenship 67
Management Systems for Corporate Citizenship 68
Stages of Corporate Citizenship 69
CGapoeeGrashpnConpaetvePaspecive 72
Social Performance Auditing 74
Global Social Audit Standards 76
Social and Environmental Reporting 76
Balanced Scorecard 79
Triple Bottom Line 79
Awards for Corporate Citizenship 81
Summary 82
Key Terms 83
Internet Resources 83
Discussion Case: The Gap Inc.’s Social Responsibility Report 83

PART THREE
BUSINESS AND THE ETHICAL ENVIRONMENT 87

Chapter 5
Ethics and Ethical Reasoning 88

The Meaning of Ethics 90
What Is Business Ethics? 90
Why Should Business Be Ethical? 91



Why Ethical Problems Occur in Business 95
Personal Gain and Selfish Interest 95
Competitive Pressures on Profits 96
Conflicts of Interest 97
Cross-Cultural Contradictions 98
The Core Elements of Ethical Character 98
Managers’ Values 98
Virtue Ethics 100
Personal Character, Spirituality, and Moral Development 100
Analyzing Ethical Problems in Business 103
Utility: Comparing Benefits and Costs 103
Rights: Determining and Protecting Entitlements 104
Justice: Is It Fair? 105
Applying Ethical Reasoning to Business Activities 105
Whistle-Blowing 107
The Consequences of Whistle-Blowing 107
Government Action and the Whistle-Blower 108
Summary 109
Key Terms 109
Internet Resources 109
Discussion Case: The Warhead Cable Test [|Dilemma 110

Chapter 6
Organizational Ethics and the Law 112

Corporate Culture and Ethical Climates 113
Ethical Climates 114

Business Fthics across Organizational [ Functions 115
Accounting Ethics 115
Financial Ethics 117
Marketing Ethics 117
Information Technology Ethics 119
Other Functional Areas 121

Making Ethics Work in Corporations 121
Building Ethical Safeguards into the Company 122
Comprehensive Ethics Programs 126
Corporate Ethics Awards 127

Ethics in a Global Economy 127
Efforts to Curtail Unethical Practices 128

Ethics, Law, and Illegal Corporate Behavior 130
Corporate Lawbreaking and Its Costs 131

Summary 132

Key Terms 133

Internet Resources 133

Discussion Case: PPG’s Corporate Ethics [1Program 133

PART FOUR
BUSINESS AND GOVERNMENT IN A GLOBAL SOCIETY 137

Chapter 7
The Challenges of Globalization 138

The Process of Globalization 139



Major Transnational Corporations 140
The Acceleration of Globalization 141
International Financial and Trade Institutions 142
The Benefits and Costs of Globalization 144
Benefits of Globalization 145
Costs of Globalization 146
Doing Business in a Diverse World 149
Comparative Political and Economic Systems 149
Meeting the Challenges of Global Diversity 152
Global Codes of Corporate Conduct 153
Collaborative Partnerships for Global Problem Solving 155
A Three-Sector World 155
Summary 157
Key Terms 158
Internet Resources 158
Discussion Case: Conflict Diamonds 158

Chapter 8
Business—Government Relations 161

How Business and Government Relate 163
Government Cooperates with Business 163
Government Conflicts with Business 163
Legitimacy Issues 164

Government’s Public Policy Role 165
Elements of Public Policy 165
Types of Public Policy 167

Government Regulation of Business 169
Market Failure 170
Natural Monopolies 170
Ethical Arguments 170
Types of Regulation 170
The Effects of Regulation 173

Regulation in a Global Context 177
Regulation of Imported Products 177
Regulation of Exported Products 178
Regulation of International Business Behavior 178

Summary 179

Key Terms 180

Internet Resources 180

Discussion Case: Protecting the U.S. Steel [/Industry 180

Chapter 9
Influencing the Political Environment 183

Participants in the Political Environment 185
Business as a Political Participant 185
Interest Groups in Politics 186
Coalition Political Activity 187
Influencing the Business—Government [ /Relationship 187
Corporate Political Strategy 188
Political Action Tactics 189
Promoting an Information Strategy 189
Promoting a Financial-Incentive Strategy 193



Promoting a Constituency-Building Strategy 196
Levels of Political Involvement 198
Campaign Finance Reform: A Special Issue 199
Business Political Action—A Global Challenge 201
Controlling Corruption in Politics 202
Campaign Financing Reform Abroad 202
Summary 204
Key Terms 204
Internet Resources 204
Discussion Case: The New Business Political Activist: Behind the Scenes, Less Visible 205

Chapter 10
Antitrust, Mergers, and Competition [/Policy 207

The Dilemma of Corporate Power 209
Antitrust Laws 210
Objectives of Antitrust and Competition Laws 210
The Major U.S. Antitrust Laws 212
Enforcing U.S. Antitrust Laws 214
Key Antitrust Issues 215
Corporate Mergers 217
The Consequences of Corporate Mergers 220
Comparative Competition Policies 221
Globalization and Competition Policy 222
Antitrust Enforcement and National [1 Competitiveness 223
Enforcing Antitrust Laws against Foreign Firms 223
Harmonization 224
Summary 225
Key Terms 225
Internet Resources 225
Discussion Case: Microsoft’s Antitrust Troubles in Europe and Asia 226

PART FIVE
THE CORPORATION AND THE NATURAL ENVIRONMENT 229

Chapter 11
Ecology and Sustainable Development in Global Business 230

Ecological Challenges 232
The Global Commons 232
Sustainable Development 233
Threats to the Earth’s Ecosystem 233
Forces of Change 235
The Limits to Growth 238
Global Environmental Issues 240
Ozone Depletion 240
Global Warming 241
Decline of Biodiversity 242
Threats to Marine Ecosystems 244
Response of the International Business [|/Community 245
World Business Council for Sustainable [1Development 245
Voluntary Business Initiatives 246
Summary 248
Key Terms 248



Internet Resources 248
Discussion Case: Damming the Yangtze River 249

Chapter 12
Managing Environmental Issues 251

Role of Government 253
Major Areas of Environmental Regulation 253
Alternative Policy Approaches 258

Costs and Benefits of Environmental [1Regulation 262

The Greening of Management 264
Stages of Corporate Environmental [1Responsibility 264
The Ecologically Sustainable Organization 266
Environmental Partnerships 266
Environmental Management in Practice 267
Environmental Audits 268

Environmental Management as a Competitive Advantage 268
Cost Savings 269
Product Differentiation 269
Technological Innovation 269
Strategic Planning 270

Summary 270

Key Terms 271

Internet Resources 271

Discussion Case: Digging Gold 271

PART SIX
BUSINESS AND TECHNOLOGICAL CHANGE 275

Chapter 13
Technology: A Global Economic and Social Force 276

The Explosive Force of Technology 277
Technology Defined 278
Phases of Technology in Society 279
Fueling Technological Growth 280
The Emergence of High-Technology Business 280
Technology and E-Commerce 281
Technology “Superpowers” 282
Emerging Global Participation 282
The Internet 284
The Emergence of the Internet 284
Government Regulation of the Internet 288
Socially Beneficial Uses of Technology 289
M-Commerce 289
Technology and Education 290
Medical Information via the Internet 291
Special Issue: The Digital Divide 292
Summary 294
Key Terms 294
Internet Resources 294
Discussion Case: The Dark Side of the Internet 294

Chapter 14



Managing Technological Challenges 297

Businesses Protecting Privacy 298
Industry and Government Efforts to Manage [1Privacy 300
The Management of Information Security 301
Businesses’ Responses to Invasions of Information Security 302
The Chief Information Officer 304
Internet Pornography 304
Protecting Intellectual Property 305
Software Piracy 305
Pirating Copyrighted Music 306
Piracy of Movies on CDs and DVDs 307
Managing Scientific Breakthroughs 308
Human Genome 309
Biotechnology and Stem-Cell Research 309
Cloning 311
Bioterrorism 313
Genetically Engineered Foods 314
Summary 316
Key Terms 316
Internet Resources 316
Discussion Case: We’re Simply Downloading Music—So What’s the Big Deal? 317

PART SEVEN
BUILDING RELATIONSHIPS WITH STAKEHOLDERS 319

Chapter 15
Stockholder Rights and Corporate Governance 320

Stockholders 321
Who Are Stockholders? 321
Objectives of Stock Ownership 323
Stockholders’ Legal Rights and Safeguards 323
Corporate Governance 324
The Board of Directors 324
Principles of Good Governance 326
Executive Compensation: A Special Issue 328
Shareholder Activism 332
The Rise of Institutional Investors 332
Social Investment 333
Stockholder Lawsuits 334
Govemment Protection of Stockholder Interests 335
Securities and Exchange Commission 335
Information Transparency and Disclosure 335
Insider Trading 337
Stockholders and The Corporation 338
Summary 339
Key Terms 339
Internet Resources 339
Discussion Case: Turmoil in the Magic [JKingdom 340

Chapter 16
Consumer Protection 342



Advocacy for Consumer Interests 343
Reasons for the Consumer Movement 344
The Rights of Consumers 345
How Government Protects Consumers 346
Goals of Consumer Laws 346
Major Consumer Protection Agencies 348
Consumer Privacy in the Internet Age 351
Product Liability: A Special Issue 353
Strict Liability 353
Business Efforts to Reform the Product Liability [1Laws 354
Positive Business Responses to Consumerism 356
Quality Management 356
Voluntary Industry Codes of Conduct 357
Consumer Affairs Departments 358
Product Recalls 359
Consumerism’s Achievements 359
Summary 360
Key Terms 360
Internet Resources 360
Discussion Case: Big Fat Liability 361

Chapter 17
The Community and the Corporation 363

The Business—Community Relationship 365

The Business Case _for Community Involvement 366
Community Relations 367

Economic Development 368

Crime Abatement 369

Housing 370

Welfare-to-Work Job Training 370

Aid to Minority Enterprises 370

Disaster, Terrorism, and War Relief 371
Corporate Giving 371

Forms of Corporate Giving 374

Priorities in Corporate Giving 375
Corporate Giving in a Strategic Context 376
Building Collaborative Partnerships 379
Summary 380
Key Terms 381
Internet Resources 381
Discussion Case: Timberland’s Path [Jto Service

Chapter 18
Employees and the Corporation 383

The Employment Relationship 384
Workplace Rights 385
The Right to Organize and Bargain Collectively 386
The Right to a Safe and Healthy Workplace 387
The Right to a Secure Job 389
Privacy in the Workplace 391
Electronic Monitoring 392
Romance in the Workplace 394

381



Employee Drug Use and Testing 394
Alcohol Abuse at Work 395
Employee Theft and Honesty Testing 396
Whistle-Blowing and Free Speech in the [IWorkplace 397
Working Conditions around the World 399
Fair Labor Standards 399
Employees as Corporate Stakeholders 401
Summary 401
Key Terms 402
Internet Resources 402
Discussion Case: No Smoking Allowed—On the Job or Off 402

Chapter 19
Managing a Diverse Workforce 405

The Changing Face of the Workforce 406
Gender and Race in the Workplace 407
The Gender and Racial Pay Gap 409
Where Women and Persons of Color Manage 410
Breaking the Glass Ceiling 410
Women and Minority Business Ownership 413
Government’s Role in Securing Equal Employment Opportunity 414
Equal Employment Opportunity 414
Affirmative Action 415
Sexual and Racial Harassment 416
What Business Can Do: Diversity Policies and Practices 418
Balancing Work and Life 420
Child Care and Elder Care 421
Work Flexibility 422
Summary 424
Key Terms 425
Internet Resources 425
Discussion Case: Dukes v. Wal-Mart Stores, nc. 425

Chapter 20
Business and the Media 428

Public Relations 430
International Public Relations 432
Crisis Management 432
Media Training of Employees 434
Ethical and Social Responsibilities of Public Relations Managers 435
Deceptive Advertising 436
Free Speech 437
Marketing to Children 439
Special Issue: Government Regulation of Tobacco Advertising 440
Ethical and Social Responsibility in the Media Industry 441
Portrayal of Diversity in the Media 443
The Fairness and Balance Issue 445
Summary 446
Key Terms 446
Internet Resources 446
Discussion Case: “Grand Theft Auto”: Honest Mistake or Intentional Indecency? 446



CASES IN BUSINESS AND [ISOCIETY 449

The Collapse of Enron 450

Odwalla, Inc., and the E. Coli [/Outbreak 463

Merck, the FDA, and the Vioxx Recall 474

Kimpton Hotels’ EarthCare [ /Program 484

Johnson & Johnson and the Human Life International Shareholder Proposal 492
GlaxoSmithKline and AIDS Drugs for Africa 501

Nike’s Dispute with the University of Oregon 509

Shell Oil in Nigeria 520

The Transformation of Shell 531

GLOSSARY 541

Bibliography 553

Index 558

In a world economy that is becoming increasingly integrated and interdependent,
the relationship between business and society is becoming ever more complex. The
globalization of business, the emergence of civil society organizations in many
nations, and new government regulations and international agreements have
significantly altered the job of managers and the nature of strategic decision-
making within the firm.

At no time has business faced greater public scrutiny or more urgent demands to

act in an ethical and socially responsible manner than the present. Consider the
following:

The corporate scandals of the 2000s—from accounting fraud at Enron and -
WorldCom, to lapses of governance at Hewlett-Packard, to stock options scams
in hundreds of firms across multiple industries—continue to focus a spotlight on
issues of business responsibility and ethics. Around the world, people and
governments have demanded that executives do a better job of serving
shareholders and the public. New laws, like the Sarbanes-Oxley Act in the
United States, have raised the standards for corporate governance, but have also
raised questions about the proper scope of government oversight. Management
educators are placing renewed emphasis on issues of business leadership and
accountability.

A host of new technologies have become part of the everyday lives of billions of the world’s people.
Advances in the basic sciences are stimulating extraordinary changes in agriculture, telecommunications,
and pharmaceuticals. Businesses can now grow medicine in plants, embed nanochips in tennis rackets, and
communicate with customers overseas over the Intemet and wireless networks. These innovations hold
great promise. But they also raise serious ethical issues, such as those associated with genetically modified
foods, stem-cell research, or use of the Intemet for pomographic purposes or to censor fiee expression.
Businesses must leam to hamess new technologies, while avoiding public controversy and remaining
sensitive to the concems of their many stakeholders.

Businesses in the United States and other nations are transforming the
employment relationship, abandoning practices that once provided job security
and guaranteed pensions in favor of highly flexible but less secure forms of
employment. Many jobs, including those in the service sector, are being
outsourced to the emerging economies of China, India, and other nations. As
jobs shift abroad, transnational corporations are challenged to address their
obligations to workers in far-flung locations with very different cultures—and to



respond to initiatives, like the United Nation’s Global Compact—that call for
voluntary commitment to labor and human rights.

. Edgdaﬂamnnﬂpihmluefmdhm&saﬂgxmnnﬁbﬂemmnmﬂggmsdnﬂeﬂsdghﬂ
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economic growth is not shared equally. Personal income, health care, and educational opportunity are
unevenly distributed among and within the world’s nations. The tragic pandemic of AIDS in sub-Saharan
Affica and the threat of an avian flu epidemic have compelled drug makers to rethink their pricing policies
and raised troubling questions about the commitment of world trade organizations to patent protection.
Many businesses must consider the delicate balance between their intellectual property rights and the urgent
demands of public health, particularly in the developing world.

* In many nations, legislators have questioned business’s influence on politics.
Business has a legitimate role to play in the public policy process, but it has on
occasion shaded over into undue influence and even corruption. In the United
States, recent reforms of campaign finance and lobbying laws have changed the
rules of the game governing how corporations and individuals can contribute to
and influence political parties and public officials. Businesses the world over are
challenged to determine their legitimate scope of influence and how to voice
their interests most effectively in the public policy process.

This new edition of Business and Society addresses this complex agenda of
issues and their impact on business and its stakeholders. It is designed to be the
required textbook in an undergraduate or graduate course in Business and Society;
Business, Government and Society; Social Issues in Management; or the
Environment of Business. It may also be used, in whole or in part, in courses in
Business Ethics and Public Affairs Management. This text is also appropriate for
an undergraduate sociology course that focuses on the role of business in society or
on contemporary issues in business.

The core argument of this book is that corporations serve a broad public
purpose: to create value for society. All companies must make a profit for their
owners. Indeed, if they did not, they would not long survive. However,
corporations create many other kinds of value as well. They are responsible for
professional development for their employees, innovative new products for their
customers, and generosity to their communities. They must partner with a wide
range of individuals and groups in society to advance collaborative goals. In this
book’s view, corporations have multiple obligations, and all stakeholders’ interests
must be taken into account.

A Tradition of Excellence

Since the 1960s, when Professors Keith Davis and Robert Blomstrom wrote the
first edition of this book, Business and Society has maintained a position of
leadership by discussing central issues of corporate social performance in a form
that students and faculty have found engaging and stimulating. The leadership of
the two founding authors, and later of Professor William C. Frederick and James E.
Post, helped Business and Society to achieve a consistently high standard of quality
and market acceptance. Thanks to these authors’ remarkable eye for the emerging
issues that shape the organizational, social, and public policy environments in
which students will soon live and work, the book has added value to the business
education of many thousands of students.



For Instructors

For Students

This book has continued through several successive author teams to be the -
market-leader in its field. The current authors bring a broad background of
business and society research, teaching, consulting, and case development to the
ongoing evolution of Business and Society. The twelfth edition of Business and
Society builds on its legacy of market leadership by reexamining such central
issues as the role of business in society, the nature of corporate responsibility,
business ethics practices, and the complex roles of government and business in a
global community.

For instructors, this textbook offers a complete set of supplements. An extensive
instructor’s resource manual—fully revised for this edition—includes lecture
outlines, discussion case questions and answers, tips from experienced instructors,
and extensive case teaching notes. A computerized test bank and power point slides
for every chapter are also provided to adopters. A video supplement, compiled
especially for the 12™ edition, is comprised of recent segments from the Public
Broadcasting Service’s news program, The News Hour with Jim Lehrer. These
may be used to supplement class lectures and discussions.

Business and Society is designed to be easily modularized. An instructor who
wishes to focus on a particular portion of the material may select individual
chapters or cases to be packaged in a Primis custom product. Sections of this book
can also be packaged with other materials from the extensive Primis database,
including articles and cases from the Harvard Business School and BusinessWeek,
to provide exactly the course pack the instructor needs.

This textbook has long been popular with students because of its lively writing, up-
to-date examples, and clear explanations of theory. Business and Society has
benefited greatly from feedback over the years from thousands of students who
have used the material in the authors’ own classrooms. Its strengths are in many

This latest edition of Business and Society comes with several supplements designed specifically for
students. MoGraw-Hill’s Online Leaming Center (OLC) is a Web site that follows the text chapter-by-chapter.
As students read the book, they can go online to take self-graded quizzes, review material, or review key tenms
using flashcards. Professors and students can acoess the OLC directly through the textbook Web site, through
PageOut, or within a course management system suich as WebCT, Blackboard, TopClass, oreCollege.

Students may also subscribe to BusinessWeek at a substantially reduced price in
addition to the price of the text, if their instructors choose this option. Students will
receive a passcode card shrink-wrapped with their new text. The card directs
students to a Web site where they enter the code and then gain access to
BusinessWeek’s registration page.



New for This Edition

Over the years, the issues addressed by Business and Society have changed as the -
environment of business itself has been transformed. This twelfth edition is no
exception, as readers will discover. Some issues have become less compelling and
others have taken their place on the business agenda, while others endure through
the years.

The 12th edition has been thoroughly revised and updated to reflect the latest -
theoretical work in the field and statistical data, as well as recent events. Among
the new additions to this edition are:

» Theoretical advances in stakeholder theory, corporate citizenship, public affairs
management, corporate governance, social performance auditing, social
investing, reputation management, business partnerships, and corporate
philanthropy.

» New discussion cases on such current topics as business’s response to Hurricane
Katrina, the shareholder revolt at Disney, Microsoft’s antitrust troubles in
Europe and Asia, decency standards in online games, the environmental risks of
gold mining, Starbucks’ political initiatives, the ethics of music downloads, and
the sex discrimination lawsuit against Wal-Mart.

* New full-length cases on Merck and Vioxx, environmental initiatives in the
hotel industry, and shareholder activism at Johnson & Johnson.

Finally, this is a book with a vision. It is not simply a compendium of
information and ideas. This edition of Business and Society articulates the view
that in a global community, where traditional buffers no longer protect business
from external change, managers can create strategies that integrate stakeholder
interests, respect personal values, support community development, and are
implemented fairly. Most important, businesses can achieve these goals while also
being economically successful. Indeed, this may be the only way to achieve
economic success over the long term.

Anne T. Lawrence

James Weber

We are grateful for the assistance of many colleagues at universities in the United
States and abroad who over the years have helped shape this book with their
excellent suggestions and ideas. We also note the feedback from students in our
classes and at other colleges and universities that has helped make this book as
user-friendly as possible.

We especially wish to acknowledge the assistance of several esteemed
colleagues who provided detailed reviews for this edition. These reviewers were
Barbara W. Altman of the University of North Texas, Karen Moustafa of Indiana
University-Purdue University Fort Wayne, Deborah Vidaver-Cohen of Florida
International University, Lynda Brown of the University of Montana, Kathleen
Rehbein of Marquette University, Kathleen A. Getz of American University,
Jennifer J. Griffin of George Washington University, Frank Julian of Murray State
University, Gordon Rands of Western Illinois University, and Diana Sharpe of
Monmouth University. Their thoughtful comments were invaluable to us as we
prepared the current edition. We also extend our deep appreciation to Barbara W. -
Altman of the University of North Texas, who in addition to serving as a reviewer
prepared the power point slides to accompany this edition.

In addition, we are grateful to the many colleagues who over the years have -
generously shared with us their insights into the theory and pedagogy of business



and society. In particular, we would like to thank Sandra Waddock of Boston
College, Joerg Andriof of Warwick University, Craig Fleisher of the University of
New Brunswick-St. John, Margaret J. Naumes of the University of New
Hampshire, Michael Johnson-Cramer and Jamie Hendry of Bucknell University,
John Mahon and Stephanie Welcomer of the University of Maine, Ann Svendsen
of Simon Fraser University, Robert Boutilier of Robert Boutilier & Associates,
Kathryn S. Rogers of Pitzer College, Anne Forrestal of the University of Oregon,
Kelly Strong of Iowa State University, Daniel Gilbert of Gettysburg College, Gina
Vega of Merrimack College, Craig Dunn and Brian Burton of Western Washington
University, Lori V. Ryan of San Diego State University, Bryan W. Husted of
ITESM/Instituto de Empresa, Sharon Livesey of Fordham University, Barry
Mitnick of the University of Pittsburgh, Virginia Gerde and David Wasieleski of
Duquesne University, Robbin Derry of Northwestern University, Linda Ginzel of
the University of Chicago, Jerry Calton of the University of Hawaii-Hilo, H.
Richard Eisenbeis of the University of Southern Colorado, Anthony J. Daboub of
the University of Texas at Brownsville, Tara Ceranic of the University of
Washington, Bruce Paton of San Francisco State University, Asbjorn Osland of
San Jose State University, Linda Klebe Trevino of Pennsylvania State University,
Mary Meisenhelter of York College of Pennsylvania, Steven Payne of Georgia
College and State University, Amy Hillman and Gerald Keim of Arizona State
University, and Jeanne Logsdon of the University of New Mexico. These scholars’
dedication to the creative teaching of business and society has been a continuing
inspiration to us.

Thanks are also due to Murray Silverman and Tom E. Thomas of San Francisco
State University; Brian Burton, Steven Globerman, and James McCafferty of
Western Washington University; and Jeanne McNett of Assumption College, who
contributed cases to this edition.

A number of research assistants and former students have made contributions
throughout this project for which we are appreciative. Among the special
contributors to this project were Patricia Morrison of Grossmont College and
Micheal MacDonncha of Duquesne University, who provided research assistance.
Dana Fortun, formerly of Duquesne University, assisted in preparing the
instructor’s resource manual and ancillary materials.

We wish to express our continuing appreciation to William C. Frederick, who
invited us into this project many years ago and who has continued to provide warm
support and sage advice as the book has evolved through numerous editions.

We continue to be grateful to the excellent editorial
and production team at McGraw-Hill. We offer special
thanks to Kelly H. Lowery, our sponsoring editor, for
her skillful leadership of this project. Kelly Odom
headed the excellent marketing team. We also wish to
recognize the able assistance of Megan Richter,
editorial assistant, and Harvey Yep, project manager,
whose ability to keep us on track and on time has been
critical; Susan Lombardi, supplements coordinator;
Peter deLissovoy, copy editor; Cara David, designer; and George
Kokkonas, who designed the book cover. Each of these people has provided -
professional contributions that we deeply value and appreciate.

Finally, we wish to acknowledge the retirement from the author team of James
E. Post. Jim was an author of this book from the sixth edition (1988) through the
eleventh edition (2005). Over nearly two decades, he made countless contributions
to this project, bringing to the author team his wealth of insights into public policy,
stakeholder theory, public affairs management, and community relations. His
intellectual influence continues to be felt throughout the book. To Jim, we extend



our deep appreciation and best wishes as he embarks on new professional
challenges.

Anne T. Lawrence
James Weber
The book is divided into parts that are organized around major themes. In this -
introduction, we explain the overall design of the book. Each chapter contains a
number of pedagogical features designed to enhance student learning, including
key learning objectives, updated examples, an end-of-chapter summary of key
points, a list of key terms, Internet resources, and new or updated discussion cases
with questions. Additional materials, among them teaching tips, a complete test
bank, student self-study questions, and PowerPoint slides, are included in the
Instructor’s Resource Manual.

Part One. The Corporation in Society

Chapter 1 introduces the core argument that business and society are part of an
interactive system. It provides a model for analyzing the relationships between an
organization and its market and nonmarket stakeholders. The chapter also discusses
competing theories of the purpose of the modern firm and introduces some of the
dynamic forces that are shaping the business and society relationship.

Chapter 2 describes a strategic approach to managing public issues that arise
when corporate performance does not match stakeholder expectations. Such an
approach requires corporations to work through a range of boundary-spanning
departments to engage with stakeholders. An effective public affairs strategy
enables an organization to scan its multiple environments, gather and use
competitive intelligence, and manage the issue management process to benefit
itself and society.

Part Two. Business and the Social Environment

Chapter 3 presents the doctrine of corporate social responsibility and describes its -
historical evolution. It examines the arguments for and against the proposition that
business has an obligation to all of its multiple stakeholders, not only to its shareholders. Striking a balance
among its economic, legal, and social responsibilities is a major challenge for today’s business finm.

Chapter 4 introduces the concept of global corporate citizenship and presents a -
multi-stage model to identify where a firm stands in its corporate citizenship
development. The chapter also introduces the practice of social performance
auditing and reporting and recognizes leading-edge corporate citizens.

Part Three. Business and the Ethical Environment

Chapter 5 defines ethics. It explains why businesses should act ethically, and
shows why sometimes they do not. The chapter also discusses the influence of
managerial values and other core elements of ethical character, as well as the
various stages of moral reasoning. Finally, the chapter presents an ethical decision-
making framework that introduces generally accepted ethics theories.

Chapter 6 focuses on proactive business efforts to promote an ethical
environment in the workplace. It provides a method to classify an organization’s
ethical climate and identifies ethical issues in a variety of business functions,
including accounting, finance, marketing, and information technology. The chapter
explains the multiple safeguards that make up a comprehensive ethics program.



The chapter also contrasts ethics to law and assesses the consequences of illegal
behavior.

Part Four. Business and Government in a Global Society

Chapter 7 describes the process of globalization and explores both the benefits and
costs of the growing integration of the world economy. It defines the major types
of political and economic systems in which companies operate across the world.
The chapter also describes emerging codes of conduct and discusses how
businesses can work collaboratively with governments and the civil sector to

Chapter 9 explores the participation by business and various stakeholder groups
in the political process. The chapter presents numerous political action strategies
and tactics used by business and by other groups, and examines the issue of
campaign finance reform in the United States and in other countries.

Chapter 10 revisits the century-old issue of antitrust in the context of rapid
technological change and globalization. It explores the causes of recent corporate
mergers and their impacts on competition. As the world economy has become
increasingly integrated, policy makers have faced the challenges of harmonizing
competition policies across national borders.

Part Five. The Corporation and the Natural Environment

Chapters 11 and 12 address the ecological and natural resource issues that will
reshape entire industries as the next century unfolds. Rapid population growth and
the explosive development of many of the world’s economies have placed new
pressures on scarce resources. Water, air, and land pollution have created new
constraints for business around the globe. These chapters explore both the
challenges and the opportunities presented by the need to move to a more
sustainable business model.

Part Six. Business and Technological Change

The complex relationships between science, technology, business, and society
are creating numerous cthical and political issues. Chapter 14 focuses on how
managers can address these complicated decisions. The sound management of
technological challenges involves protecting privacy and intellectual property and
managing scientific breakthroughs responsibly by understanding the impacts and
risks technology exerts on business and its stakeholders.

Part Seven. Building Relationships with Stakeholders

In the final part of the book, the concepts developed in earlier chapters are applied
to a detailed examination of the relationship between the corporation and each of
its market and nonmarket stakeholders.



Cases

Chapter 15 explores the rights of stockholders, managers, boards of directors,
and other participants in contemporary corporate governance. It takes up the
controversial debate over executive compensation and considers the causes of and
possible remedies for recent corporate scandals. The chapter also shows how the
government protects against stock market abuses, such as fraudulent accounting
and insider trading.

Chapter 16 focuses on consumer protection, including such current topics as
consumer privacy in the information age and product liability reform. It shows how
socially responsible corporations can proactively respond to consumer needs.

The role of the corporation in the community is examined in Chapter 17. This -
chapter considers new models of corporate community relations and strategic
philanthropy.

Chapter 18 focuses on the evolving employee-employer relationship.
Governmental influences on this relationship from countries around the world are
described in this chapter. Ethical challenges concerning employees’ and
employers’ rights and duties in the workplace are discussed.

Chapter 19 addresses the special issue of diversity in the workplace. What does
diversity mean in the modern workplace? What are its benefits, and how is it best
achieved? This chapter also describes programs companies have developed to
support working parents and eliminate sex discrimination.

Finally, Chapter 20 examines business’s relationship with the media. It explains
the responsibilities of the public relations manager and to manage a crisis situation
effectively. The chapter also explores the ethical implications of advertising by
business. The media, as an industry, has its own set of ethical and social
responsibilities to the public. The media must be sensitive to maintaining decency,
reflecting diversity and equality, and portraying organizations and issues in a fair
and balanced way.

The 12th edition of this book features nine full-length case studies, three of which
are new for this edition. The cases are written to provide rich discussion material
and present a variety of opportunities for instructors to integrate topics raised in
individual chapters.



