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Unit One

Economics

1. Evaluating Good Corporate Citizenship*

Being a good company increasingly means more than just making a profit.

By CYNTHIA G. WAGNER

Pre-reading Questions

1. What is a good company in your mind?

2. What is citizenship?

3. What is a good citizen?

4. What is the relationship between a company and a citizen?
5. What does “corporate citizenship” mean?

Your questions before reading the article:
1.

ok N

Words you know related to this topic:
company

1 Reprinted from Time, July Augst, 2001.



[1] Social responsibility is no longer the
enemy of good business: Increasing numbers of
mutual funds are adding “social screens” to their
investment criteria, such as whether the fund
invests in businesses that are committed to
workforce diversity or to improving the
environment. Though most business journals
continue to trumpet the most profitable
corporations, Business Ethics spotlights the best
corporate citizens.

[2] The top honor for 2001 goes to Procter and
Gamble, which moved up from number four in
2000, Business Ethics reports in its March-April
2001 issue. The giant consumer products company
scored high in the category of “service to
international stakeholders,” a measure of how well
the company behaves in the 44 countries outside of
the United States in which it does business. P&G
“has been generous in international grants and gifts
in these communities, including earthquake relief
in Turkey, community building projects in Japan,
plus contributions for schools in China, school
computers in Romania, special education in
Malaysia, and shore protection in France,”
according to the magazine.

[3] Following P&G in the top 10 are
Hewlett-Packard, Fannie Mae, Motorola, IBM, Sun
Microsystems, Herman Miller, Polaroid, The St.
Paul Companies, and Freddie Mac.

[4] “The term ‘corporate citizenship’ is
coming into broader use these days, as awareness
grows that business has responsibilities beyond
profits,” write Business Ethics editor Marjorie

Why?

What are social screens?

Who is

the best

company

according to Business Ethics?

Why does Procter and Gamble

get the top honor?

How well

does Procter and

Gamble behave?

How generous?

Why is the term being used

widely?
How

to

judge

“corporate



Kelly and management professors Sandra Waddock
and Samuel Graves. “There is no single indicator of
good citizenship. It must be measured through
lenses representing various viewpoints.”

[5] The magazine has been ranking corporate
citizenship for five years, at first using data
collected in-house, then in 2000 adding data from
Kinder, Lydenberg, Domini & Co. (KLD), a
social-research firm in Boston whose data serves as
the basis for the Domini 400 Social Index. For
2001, Business Ethics further refined its rating
system, adding the environment, minorities, and
non-U.S. stakeholders to the previous list of
stakeholders: stockowners, customers, employees,
and the community.

[6] “In addition to stockholders, other
stakeholders also make investments in companies,”
the authors note. “Employees invest their time and
their intellectual capital. Customers invest
their...trust and repeated business. Communities
provide infrastructure and education of future
employees, in addition to more direct investments
of tax supports. And so on.”

[7]1 All of the companies of the Standard &
Poor 500, plus 150 other publicly owned
companies, are ranked on a standardized scale
measuring the various stakeholder ratings. And to
further ensure that only good corporate citizens
make it onto the list, the magazine did a scandal
scan: “We did a search of the Lexis database of
news sources on each company to look for scandals
or improprieties not detected in the KLD data. As a
last check, we submitted the rankings to a board of
experts for review.” Among the companies dropped

Unit One 3

citizenship”?

What kinds of viewpoints?

How was the rating system

refined?

Who are stakeholders?

What are the stakeholders’

investments?

What is a scandal scan?

Is there any scandal found?



from the list during this process were Ben &
Jerry‘s, which had been acquired by Unilever;
Xerox, due to allegations of misstated financial
information; and Microsoft, due to its antitrust
conviction.

[8] “What corporate citizenship is about is
progress toward better treatment of stakeholders,”
the authors conclude. “We publish this list not to
certify companies as unblemished but to push the
envelope on what it means to be a good corporate
citizen, and to move corporations toward
ever-better practices in stakeholder relations.”

Notes

Headline. corporate citizenship: /

1-2. Increasing numbers of mutual funds are adding “social screens” to their
investment criteria, such as whether the fund invests in businesses that are

committed to workforce diversity or to improving the environment.

such as investment

criteria such as whether are committed to workforce
committed  to improving the environment

5-1a. data collected in-house: (in-house: within the company, from the company

itself ) :
5-1b. Kinder, Lydenberg, Domini & Co. (KLD): KLD Research & Analytics,
Inc.
benchmarks KLD
BMSI LCSI
5-1c. Domini 400 Social Index DSI

1990

6-3. infrastructure subordinate parts forming the basis of an enterprise, such as

communication, transportation, and power etc.
7-1. Standard & Poor 500: Standard & Poor’s 1860
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Standard & Poor 500
1966 1888 McGraw-Hill Inc.
7-2. make it: be successful
8-2. push the envelope on: decide

Reading Strategy Q)

(headline)

“ — problem-solving ~~

why, what, how, who  where

Evaluating Good Corporate Citizenship
Being a good company increasingly means more than just making a profit.

How can corporate citizenship be evaluated ?

Why does being a good company increasingly mean more than just making a
profit?

How important is good citizenship to a company?

What should a company do to build up good corporate citizenship?

What’s the relationship between citizenship and profit?



1. Your Call. Everybody’s Business.

2. The Poverty of Affluence: Choosing Our Success
—— When Robert Reich noticed that work was costing him his
personal life, he stepped down as U.S. secretary of labor to reflect on
what ““success” really means.

Exercises

Il Reading comprehension: Try to answer the following questions according to the
text:
1. What is the social responsibility for a good company?
2. What did Procter and Gamble do to win the top honor for 2001?
3. How is the corporate citizenship evaluated?
4. Why are stakeholders very important to evaluate a company?
5. What is the list of good company published for?

I Vocabulary from context: Try to answer the questions after each of the
following sentences with the context clues:

1. Though most business journals continue to trumpet the most profitable
corporations, Business Ethics spotlights the best corporate citizens.
< Business Ethics is .
< The word “spotlight” means :

2. P&G “has been generous in international grants and gifts in these communities,
including earthquake relief in Turkey, community building projects in Japan,
plus contributions for schools in China, school computers in Romania, special
education in Malaysia, and shore protection in France.
< How generous is the P&G Company?

3. For 2001, Business Ethics further refined its rating system, adding the
environment, minorities, and non-U.S. stakeholders to the previous list of
stakeholders: stockowners, customers, employees, and the community.
< The word “refine” means .
< What is the difference of “stakeholder” and “stockholder”?

4. We did a search of the Lexis database of news sources on each company to
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look for scandals or improprieties not detected in the KLD data.
<> What do improprieties of a company include?

M Phrases and sentence structures: Fill in the blanks with proper words.
1. I am committed taking part in the meeting.
2. The term has been coming broader use since 1990.
3. There is no single indicator good relationship between the two countries.
4. Have you submitted your application the committee for consideration?
5. The accounts were certified correct.

Further research
Try to find some information about “Microsoft’s antitrust conviction”.



2. The Cost of Survival®

Most corporations aren’t managed for change.

[1] In the go-go years of the late 1990s, no
economic theorist looked better than Joseph
Schumpeter, the Austrian champion of capitalism
who died in 1950. His distinction? A theory he
called “creative destruction.” The idea was
straight-forward: in with the new, out with the old.
Companies had life cycles, just as people do. They
were born, they grew up. And when a better
competitor came along, they died due to capital
starvation. It was the way things were, and the way
they should be. The markets had no sentiment.
Capitalism was relentless, unforgiving.

[2] In their book “Creative Destruction” (367
pages. Doubleday. $27.50), Richard N. Foster and
Sarah Kaplan of the consulting firm McKinsey &
Co. apply Schumpeter’s logic in the context of a
technology-driven economy. They want their
corporate readers to understand the implications of
one basic idea: there is an inescapable conflict
between the internal needs of a corporation and the
total indifference capital markets have for those
needs. Managers care desperately about the
survival of their companies. Investors don’t give a
hoot. This was always true, the authors say, but
until recently nobody really noticed because of the

! Reprinted from Newsweek, May 28, 2001.

By PETER MCGRATH

Why?

What is the detail of the theory?

What does the theory mean?

How do they apply the theory?

What kind of conflict?



relatively languid pace of economic change. No
more. In the 1920s, when the first Standard &
Poor’s index was compiled, a listed company had a
life expectancy of more than 65 years. In 1998 the
annual turnover rate of S&P firms was nearly 10
percent, implying a corporate lifetime of only 10
years.

[3] How does anyone manage in this
environment? Foster and Kaplan argue that
companies today must embrace “discontinuity,” the
idea that everything they have always done is now
irrelevant. Consider Intel: by its top executives’
own accounts, the company had to Kkill its
ground-breaking memory-chip business once it
became clear that Japanese companies could
deliver essentially the same product at a lower
price. Intel then moved into the much more
lucrative microprocessor business. It was an
obvious decision, but one that was hard to make.
Memory chips were Intel’s core competence. They
were at the heart of the company’s self-image. The
transition was wrenching, said Intel chief Andrew
Grove. But as a result, the company survived and
prospered.

[4] From now forgotten automobile
companies like Studebaker to early technology
leaders like Wang, the corporate landscape is
littered with the bones of companies that couldn’t
adapt to change. At bottom, say Foster and Kaplan,
corporations are managed for survival. They
presume continuity in the business environment.
They fail to introduce new products for fear of
cannibalizing current product lines. They turn
down acquisition opportunities to keep from
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So how?
What does  “discontinuity”

mean?

Why is it hard to make?

What is the actual situation?

How do they keep continuity and

why?



