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Chapter 1 Business and Society

Chapter 1 Business and Society

Objectives

After studying this chapter you will be able to:

> Define the term “social responsibility”.

> List reasons why businesses should act in a socially responsible way.

> Discuss situations where social responsibility is (not) taken into consideration.
» Identify the four basic areas of consumerism. ‘

> Find and discuss examples of -ethical/unethical business behavior,

» Understand why ethical companies thrive better in the Tong run.

The Social Responsibility of Business

w10
1 % 4 I ™1 » [ i T
WM YT 25 DL L

Social responsibility is the obligation a business assumes to maximize its
positive impact and minimize its negative impact on society'!. This contrasts
with the traditional role in which companies considered only the profits of their
business activity. Social responsibility suggests that such narrow interest
undermines the overall benefits to society-.

Advocates of social concern'™ believe that business should take an active
role in improving society and solving social problems. They believe that
businesses, by working to improve the overall society, can often improve their
operation and profits in the long run*!.

One of the strongest arguments for the social concern of business is the
premise that society grants organization the right to exist®™). Cultural norms™®—
sometimes expressed through legal means — allow businesses to form and
function'™ ; actions of individuals in society enable them to flourish. Business’
leaders should not forget that their right to exist carries an obligation to serve
society’s goals. Business organizations should serve society rather than society
serving business® . It is the moral duty of all units of society — including
business — to strive for a better world. As overall conditions improve, all the
components of society will benefit accordingly™ .
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Chopter 1 Business and Society

In many cases, a company will make greater profits in the long run if it
considers benefits to society. Customers actually vote for products and
companies when they make a purchase™” . If a product is priced fairly, satisfies
their needs and has no negative side effects’!, they will probably buy it more
than once. But if the product fails or has negative side effects, they will
probably select another product and may become so angry at the manufacturer
that they never purchase another of their products. When enough people
believe a business no longer serves society’s best interests, they may pressure the
firm into its grave by boycotting its goods or services"”, influencing officials
against it, condemning it in the media™®, or patronizing other firms"*'. Social
concern can also benefit short-run profits!® because of current public
expectations. Because the public now expects business to benefit society, a firm
that maintains a good record will find it easier to hire better employees and win
more customers.

Although social responsibility may seem an abstract idea, managers
consider it on a daily basis as they deal with real issues"®. To be successful, a
business must monitor changes and needs in society” in order to behave in a

socially responsible way.

[ 1] Social responsibility is . . . on society. : (&M B EFERIE LA AR
AL, RERY K EX THE MR , B H A mEE

[ 2 ] undermines the overall benefits to society: BIF+L& IR AF|2E

[ 3 ] advocates of social concern: BN HMHSTIEHA

[47] inthe long run: MEBIRE

[ 5] society grants organization the right to exist: £8P 4k 4 AR (i
1, business, organization, enterprise, firm, venture 253y 4lk)

[ 6 ] cultural norms: 3CALRTE s 3 <o

[ 7] to form and function: FEBI-BVE

[ 8 ] rather than society serving business: TiA 2t A4k k%

[ 9] all the components . . . accordingly: #t&&HBFBFHSHILZ S

[10] Customers ... they make a purchase. : B % 7F M 35 75 & B, JLSE R 7E X 7™
AL BT, vote for: (BEE)EEE; Rk
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[11] side effects: BI{ER

[12] pressure the firm into its grave by boycotting its goods or services: & il
BT 5 AR 554 LR - 4 B

[13] condemning it in the media. @it A XS H T 5

[14] patronizing other firms: EE A2 &)

[15] short-run profits: 45 3H#iE

[16] real issues: 3R a1EH

[17] monitor changes and needs in society: ’E‘UJEEHAE&I%%H%*
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Chapter 1 Business and Society

0 Consumerism ;|

The public demand for more protection of buyer’s rights is called
consumerism'). In America, about 230 million people spend more than $3
billion every day. They are satisfied with a lot of things: product availability,
varieties of goods, opportunities to work, and a high standard of living.

But as consumers deal with business, some serious problems occur. Here
are just a few complaints from the files of a consumer Pprotection agency:
“When I bought this coffee maker they said satisfaction guaranteed® ’, but I
have been trying to return it for three weeks and the company refuses to give
my money back.” “A washing machine repair person gave me an estimate of $
25, but charged $110 for the job.” “I had my hair colored in a beauty shop; the
color was awful, my hair went flat and my scalp burned for a week, and there
was nothing I could do but let it grow out’™™.” In the United States, the 143
Better Business Bureaus™ around the country receive an average of one million
complaints filed by consumers. Better Business Bureaus are nonprofit
organizations that businesses organized to monitor and control unethical and

illegal practices™ ; most deal with poor service.

In many countries, consumer legislation'™ encompasses four basic areas:
the right to safety, the right to be informed, the right to choose, and the right
to be heard™.

The right to safety. The right to safety means that a product must be safe
for its intended use, must include thorough and explicit directions for use, and
must have been properly tested to ensure reliability and quality. To ensure
product safety, business must not knowingly™™ sell anything that could result in
personal injury or harm to consumers. Laws have been passed to keep dyes and
other chemicals out of foods, to require the warning “may be injurious to your
health” to be printed on cigarette packages, and to force the recall of
automobiles with defective brakes™® . Defective or dangerous products also do
harm to public confidence in the ability of business to serve society.

The right to information. The right to be informed gives consumers the
freedom to review complete information about a product before they buy. This
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means that detailed information about ingredients and instructions for use are to
be printed on labels and packages. The right to be informed also applies to
services. The true cost of borrowing money and repayment terms'™, for

example, must be clearly stated in a contract.

The right to choose. The right to choose ensures that consumers have access
to I" a variety of products and services at competitive prices. The assurance of
satisfactory quality and service at a fair price is also a part of the consumer’s
right to choose. The right to choose means that competition is free to
flourish'?!. No company becomes so dominant that it limits consumers’
opportunities to find new, improved, and less expensive products.

The right to be heard, The right to be heard assures consumers that their
interests will receive full and sympathetic consideration when the government
formulates policy"'*. It also assures the fair treatment of consumers who voice
their complaints about a purchased product. Consumer concerns'*’ have been
heard at the top levels of government because of the efforts of consumer
advocates™® , who take it upon themselves to™'®) inform lawmakers about issues
and problems important to consumers. In addition, many trade groups'’ have
been organized to process grievances™® so that consumers can appeal beyond a
company''®’ if they are unable to solve a problem with the manufacturer or
provider of a service. Most businesses realize that one highly dissatisfied,
vocal®™ customer can have a widespread, negative impact on its image or

reputation. Therefore, most businesses try very hard to reduce consumers
dissatisfaction and resolve their complaints.

[ 1] consumerism: % Z b ; P E—F GEAPHEBREALR

[ 2 ] satisfaction guaranteed. ffIEH&; AR

[3])myscalp ... butlet it grow out: RLEHIET —TEH, RETWRH
b Ak RA

[ 4 ] Better Business Bureaus: [ E] H < (RAREEF HEHA, LXUREHN
HREDL)

[ 5 ] monitor and control unethical and illegal practices: W32 F kB MR FIHE
ERZEED
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[ 6 ] consumer legislation: &2 7 5

i [ 7] the right to be heard: £:iFRALF]

[ 81 knowingly: &5 Hb

[ 9] recall of automobiles with defective brakes: H BIF £H BRHNKE
[10] repayment terms: k&4

i [11] have access to: BBMI3E ;W] k48

1 [12] free to flourish: E47 I

[13] formulates policy: #i& B

[14] Consumer concerns: 1 3% 3.0 iy [

+ [15] consumer advocates: i #& FlaE /1A 7

——————

i [16] take it upon themselves to ... « flifi] B BHh-e---
[17] trade groups: FiMv 4k (tsb#E R Better Business Bureaus ARIS{R " 1H 2t &
&3]zl )

[18] process grievances: 4tbFEVF
[19] appeal beyond a company: AT RE—KARRIF
[20] vocal: KR %S LRH
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@ Business Ethics ;0

Ethics are principles of right or good behaviors. They involve moral values
as to what conduct is proper. And business ethics involve other moral values
existing in society’”!. As one businesswoman said, “Many of our moral decisions
are borderline'® ; some people view a certain practice as being unethical, while
others think it to be totally proper.” Many influences in society determine
which behavior is ethical.

While each individual develops a code of what is ethical, we are influenced
by laws, cultural attitudes, professional codes, and individual values™. Many
ethical standards are defined by laws. But the law does not cover all unethical
conduct; it merely tries to prevent serious violations. Since humans make laws,
some of them are not perfect and others are later found to be unconstitutional
(41, Still™™!, most authorities agree that abiding by the law defines a minimum
guide for ethical behavior'® . For example, the law states that each citizen must
be honest in filling tax returns™, yet recent surveys indicate that as many as
40% of the population cheated on their income tax returns™ . Also the law
states that employees should not steal from their employers, yet many workers
see nothing wrong with taking office supplies home for personal use.

Values are accepted standards of behavior within a given society. All
societies develop broad-based™ values that are generally accepted by most of its
members. Communities of people usually share common views. Often, these
views affect the values and conduct of business in local areas. For example,
many communities believe that stores should not sell alcohol beverages on
Sunday. And, in fact, citizens may exert pressure for passages of laws'™ that
prohibit doing so. Stores in other areas may remain closed on Sunday
mornings, not because of laws, but out of respect for the community’s values.

Although we may all grow up in the same society, there is a broad range in
the values we adopt. Individual values vary with background, family, religion,
and environment. Some people think it is all right to mislead customers™" in
order to get a sale. Others may choose to lose the sale rather than misrepresent
the product™™ in any way. In one survey of business people, 19% said they had
quit a company for ethical reasons. Sometimes a company may try to influence

e e

om0 e e e 8 B S e e e o e e e e

n. 47h

n.RE

I F S

v. 2%k

v.&F



=]

LB B ik

¥ & %
#

CHER

LR

. ¥
. AL

Chapter 1 Business and Society

an employee to act against personal values. In the same survey, 87% said it was
wrong to compromise personal values”™® even if the success of the company was
at stake!™ . While individual values vary, most people agree that it is wrong to
lie, cheat, steal, and purposely misrepresent.

Are business practices becoming more unethical? There is no easy answer.
In America, bribery, profit gouging, price fixing, embezzlement,
monopolizing, and other illegal practices™’ cost consumers more than $40
billion a year in higher prices and taxes. A spokesperson for the US. Chamber
of Commercet™® says that the extent of bribes, kickbacks, and payoffs is
“pervasive” 7. A recent study of 3,000 executives by the American
Management Association® found that most employees felt pressure from their
companies to compromise their personal values. Another study by the Opinion
Research Center™ of 531 top and middle managers reported that 48% felt that
it would be all right to pay bribes to foreign officials if that were an accepted
way of doing business in that country.

Can society thrive without some minimum standards of honesty and ethics?
Not likely?™. Since business depends on society’s survival, a certain level of
honest dealing is necessary. The capitalist system glorifies pursuit of personal
interest®), but business people understand as never before that they cannot be
successful without the trust of others.

Some business people feel that it is simply good business to be ethicall®.
Ethical behavior stimulates others to be more cooperative and prevents angry
behavior by competitors, peer companies™, and government agencies.
Customers like to trade with honest companies, employees value fair bosses,
and investors feel more secure with law-abiding’®! companies.

% Notes:

[ 1] business ethics involves . .. in society: Fikil# ¥ Kit< b B HAREER
A business ethics; FLiE%E; POV EE

[ 2 ] borderline; #17 _L#Y; REAHEK

[ 3] While ... values. : RE& AEHECHEERE, AMTERZ LR LG
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T B SR A AN A E AR

[ 4 ] unconstitutional: ¥ 7B

L 5] still: REmik

[ 6 ] abiding by the law defines a minimum guide for ethical behavior.: <P R
HET BB MIRE

[ 7 ] tax returns: 4B

[ 8] income tax returns: FrigRiHifitF

[ 91 broad-based: WEZ K ;LSS ZH

[10] passages of laws; &3f Beflt; 7 ik

[11] mislead customers: iR %

[12] misrepresent the product: 7E7=& R (INBHEEZ W™ RIKERERRT
BI7= 5D

[13] compromise personal values: 74~ AMHE W _E1EZHh

[14] even if ... at stake: ED{ (Z54%) % R/ 7l M RIK E

[15] bribery ... and other illegal practices: 70 . 3R BUFIE . R4 . & 15 . 2B U A0
HidEET N price fixing: FREM TR ERRMET SFEHERHZME
BRI EABET —E M h & E R

[16] US. Chamber of Commerce: 3 E /4558

[17] the extent of bribes, kickbacks, and payoffs is “pervasive”: 78 . [EIINHIZA
B Ak B B s “ Bl AL BB AT

[18] the American Management Association: & EH &£

[19] the Opinion Research Center: & WiAZ H .0

(207 Not likely: Z2EFFT

[21] glorifies pursuit of personal interest: W38 K™ AR 2%

[22] .. .it is simply good business to be ethical. : =+« RSP S R E
(k&b business &4 thing(ZH1H))

[23] peer companies: [EL2A A

[24] law-abiding: % <FE:H)
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Key Business Terms

business # 3k ; b ;b

organization 4% ; 4 %

firm B 5 ;49

obligation #4£; L %

social responsibility & f 4%

social concerns # & & ; £ 44

consumer 3§ % &

consumer legislation % # . %

consumer concerns 3§ % # ¥ < #9 &
#H

consumer advocate 4 % & X #. 18 ¥
#

consumerism & ¥ ¥ & A #&; A P
£—E3L

the right to safety 4442

the right to information % H 4%

the right to choose & #4%

the right to be heard #

nonprofit organization if & #1448 4%
HAd

business ethics 3% ik i§ 1%

survey A&

bribery 47 ¥ ; ¥ %
embezzlement &%

kickback 4=

survival & &

honest dealing X E X H; ELAF
peer company [} 474 3]
government agency EURFHL%
ethical #4-if f& &9

unethical A& 4~iE #£49

legal 4-i: 8

illegal R4kt

in the long run X %8

to maximize & X

to minimize & 4L

to function & 47; &4 A

to boycott H&#)

to condemn i #

to patronize &M

to deal with L --eoee TRk
to mislead %%

to misrepresent #%4R ; ¥ E R
to monopolize Z Bf

Exercises

I

Questions for Discussion

W DN =,

. Define social responsibility of business. Give examples.

. What is consumerism? Discuss the means by which consumers are protected.

. What is business ethics? What are the major influences of business ethics?
Find some examples of socially responsible/irresponsible business in

newspapers or business journals. Explain why you believe their actions are

socially responsible/irresponsible. Why do you think the company chose to

act as it did?



