MGMT 480 – Ch #3

Learning Objectives:

1) Know the four types of social responsibility
2) Understand the principles of corporate social responsibility

3) Know the three types of ethical approaches
Types of Social Responsibility:
1) Economic.  It’s generally accepted, among even by liberals and conservatives, that the #1 social responsibility of business is to make a profit.  A company that creates profits also helps to create jobs, keeps suppliers in business, provides goods and services that benefit the public, and pays taxes to help support governmental activities.  Profit also helps to ensure that the organization will survive and that it has the resources to invest into social responsibility efforts.
2) Legal.  This is considered the minimum acceptable social performance for a business.  At the very least, a business should follow the law.  This covers criminal law, civil law, regulatory law, and even international law.
3) Ethical.  This is an area of performance that may be expected by stakeholders, but is not required.
4) Discretionary.  These are voluntary efforts by an organization to serve stakeholder groups when it is not required to do so.  Examples of this are: donations to charity, contributing time and resources to Habitat for Humanity, the United Way, or other such organizations, allowing/encouraging employees to tutor school children, participation in community cleanup efforts, etc.
Corporate Social Responsibility (CSR):

1) Corporate social responsibility.  Generally speaking, this is defined as activities that a business undertakes that are intended to benefit society in a manner that will probably not have an economic return for the business.  These are efforts to correct social problems, making the community a better place.
2) The core of the CSR debate.  One school of thought believes that corporations have informal citizenship responsibilities, just as everyone else does.  Because of their resources and expertise, they have the ability to make major contributions in resolving social problems.  If businesses can accomplish this, it diminishes the need for government involvement and regulation.  Another school of thought assumes that the profits and resources of business below to shareholders and that a company’s diversion of them away from shareholders is effectively theft.  If the shareholders want to contribute to social responsibilities, they have the ability to do so without the involvement of the company.
3) Social initiatives. These are alliances of businesses and other organizations to address social problems.  Such cooperation helps to overcome social problems that exceed the ability of any one organization or business to resolve on its own.  In Rock Hill, one such effort is the redevelopment of the old Celanese Plant site, at the corner of Cheery Rd. and Celanese Rd.  This site was plagued with contaminated soil and is being cleaned up and redeveloped through the an alliance of private companies, the City of Rock Hill, state agencies of South Carolina, and community organizations.  Here’s a link to an article discussing this redevelopment project:  http://www.heraldonline.com/2008/08/06/729507/celanese-site-closer-to-rebirth.html
4) The limits of CSR.  Single firms have limited resources and/or expertise and may not have the ability to form alliances with others to take on projects that may be socially beneficial.  Sometimes, there is a lack of consensus about how to address a social problem.  At other times, the problem is of such a scope that it demands that government address it.
5) The future of CSR.  Society’s expectations of business are increasing, as too are demands for CSR.  Society demands accountability by business, which is best addressed by voluntary CSR efforts, or else increased regulation may result.
Approaches to Questions of Ethics:
1) Utilitarian.  This defines right or wrong in terms of the choice that has the greatest net benefit for the greatest number of people.  This is similar to cost/benefit analysis.  One of the major objections to this philosophy is that those who lose may go uncompensated.
2) Moral rights.  This includes respecting rights to life, safety, truthfulness, privacy, expression, speech, private property, etc.
3) Social justice.  This includes broadly defined areas such as fairness (discrimination), equity (due process), and distributive justice (minimum wages).
Codes of Business Ethics:

1) Major trends.  Nearly all companies have official codes of ethics.  Not only are they published, they are usually provided to employees who must sign that they have seen them and will comply with those rules.  Companies must pay more attention to the behavior of its employees because it has social consequences.  This keeps the company and society safer, and avoids trouble.  This decreases the potential for negative consequences for the company.
