Research on Social Responsibility Business 

PHDBA 297T
Spring 2006

Professor: David I. Levine





Objectives: This course helps students to understand theories of companies are and when they should be socially responsible (using a variety of definitions of “responsible”).  We also examine the causes and effects of socially responsible activities by companies.  The emphasis of the course is preparing students to do research on corporate social responsibility. 

The course is very multi-disciplinary, drawing on philosophy, social sciences (economics, sociology and political science) and all business disciplines (marketing, finance, accounting, organizational behavior, and operations).  This course is co-designed by the students and professor.  The syllabus is a work in progress; the specific readings and topical emphasis will shift as we explore what we know and want to know.  
Place: 

C250  

Time: 

Tues. 9 a.m. to 12 p.m.

Office hours:
After class or by appointment.  Email is also a very good means of communication.  I will distribute answers to questions of general interest to the entire class. 

Teaching approach:  The course is based on student class participation.  A number of visiting speakers will examine specific topics in depth.  

Class Readings and Preparation: The online syllabus is at http://faculty.haas.berkeley.edu/levine/ba297.  Under each week’s topic are several questions to prepare for class discussion.  Most weeks there are required readings for all to read and specific readings that an individual student will prepare.  

Class Participation: Class discussions are an integral part of the course.  Thus, attendance is mandatory.

Grading
· Class Participation: 30%

· Presentations: 20%

· Final Project (due May 10): 50%

Class rep: Please select a class representative.  Please provide feedback you want the class rep to provide to me. 

Section: Please set up a section meeting to go over the material before class. 

Project: The project applies the theories and tools of this class to a situation that interests you. You are invited to work with a classmate. The ideal length of the project is 15 to 20 double-spaced pages plus tables and references; 5 pages longer with 2 authors. Projects should include a theoretical framework and relevant data. Everyone must hand in a tentative abstract with the question to be addressed and with references to one or more data sources before Spring break. A complete draft of the project is due May 2 at 9 p.m.  You must give this draft to a classmate for refereeing. The final project is due without exception on at 5 p.m. May 7.  

Mailing list:  If you have not already received email from the class email alias BA997-1, sign up for it by the end of the week by emailing me.  Readings and messages will be emailed to you; you are expected to read your email several times a week.

About You: Please email me or bring to the next class a page with your name, career background, phone number, where you are from, and interests.

Lunch: I would be pleased to lunch on Tuesday with anyone from the class.
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Course Outline
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1. Environment of Business

a. Business ethics and policy
b. Policy 
c. Descriptive ethics 

2. Corporate governance
a. Accounting 

3. Stakeholders and social preferences
a. Customers

b. Employees
c. Communities

d. Investors and Socially Responsible Investment (SRI)

4. What companies are (or want to appear as) responsible? 

5. Domains of “Responsibility”
a. Environment: 
i. Theory and Regulation
ii. Corporate practice
iii. When is there a business case for environmental responsibility?  
iv. Obstacles to profitable environmental responsibility
b. Workplace practices 

i. Human rights

c. Product safety and quality 

d. Community relations and charitable giving

6. Implementation  
a. Measurement of “responsible” behavior 
b. Supply chain management

7. Summing up: Does Corporate Social Responsibility matter?


Research on Social Responsibility & Business 

DRAFT Syllabus
PHDBA 297T
Spring 2006

David I. Levine

NOTE: This list of readings is extremely preliminary and incomplete.  We will identify topics of interest and appropriate readings as the course proceeds.  

Environment of Business
Business ethics

Knowing what is “responsible” requires a theory of the responsible action of an organization. We open the course with this classic debate. 

· Organizations exist to make money 

· * Milton Friedman, "The Social Responsibility of Business is to Increase its Profits," The New York Times Magazine , Sept. 11, 1970, pp. 33, 122-26,

· # Michael C. Jensen, “Value Maximization, Stakeholder Theory, and the Corporate Objective Function,” Harvard Business School working paper 2001. 

· Utilitarian critique 
· Externalities
· Public goods

· # Roger H. Gordon, “Do Publicly Traded Corporations Act in the Public Interest?” Advances in Economic Analysis & Policy, 3, 1, 2003. 

· Deontological critique
· Kant claimed if a decision is good if and only if it would be good if made a universal rule.  For example, breaking a promise cannot be morally good because you cannot make it a universal law that everyone can knowingly make promises with no intention of keeping them.  

· Discussion: Can an act be bad if its consequences are good?
· For the scenarios we discussed + handout of the outline of CSR, see Handout 1.

· Unintended negative consequences from some rules

· * Misguided Virtue: False Notions of Corporate Social Responsibility (Hobart Paper, 142) by David Henderson Institute of Economic Affairs, London

· Doing well by doing good

· * “The Virtue Matrix: Calculating the Return on Corporate Responsibility,” Roger L. Martin, Harvard Business Review, 2002. 

· # Reich, Robert B., “The New Meaning of Corporate Social Responsibility,” California Management Review, 40/2 (Winter 1998): 8-17.
· # How good people make tough decisions.
Discussion: 

1. Identify a business case where you think current thinking on business ethics gives an incomplete or misleading recommendation. 

2. When (if ever) is it wrong to emit an unregulated but harmful pollutant? 

3. Explain the possible harm from regulations or social norms that:

· Eliminate child labor (Hint: What happens to the former workers?)

· Improve workplace safety (Hint: Think about wages.)

· Monitor a firm’s pollution emissions (Hint: Think about outsourcing.)

· Publicize measures of “social performance” (Hint: Think about metrics that have low validity.) 

· Etc.

Policy 

The theory of market failures suggests a role for policy when there are externalities and public goods.  The theory of government failures suggests a narrower role for policy, as any market failure must be balanced by government failures. 

· Normative views on policy

· “Environmental Protection,” Micro-Economie Topic 10
· Positive views on policy

· Albert Hirschman (1991).  The rhetoric of reaction: perversity, futility, jeopardy.  Cambridge: Harvard University press.  Read chapters one through five (pages 1-144). #


· Discussion: Identify an example of each major type of argument against regulation within your field. 
Descriptive ethics: What are people’s and organizations’ ethics?

Companies trying to maximize profits do not care only about abstract ethical theories; they also need to satisfy the ethical intuitions of customers and other stakeholders who can reward or penalize the company.  This section discusses some descriptive ethics. 

· * Kahneman, Daniel, Jack Knetsch, and Richard Thaler.  1986.  "Fairness as a Constraint on Profit‑Seeking: Entitlements in the Market," American Economic Review, Vol. 76, pp. 728‑741. http://www.jstor.org/view/00028282/di950049/95p0012e/0 
· # Mitchell, P.G., Tetlock, P.E., Newman, D. & Lerner, J. (2003). Experiments behind the veil: A hypothetical societies approach to the study of social justice. Political Psychology, 24, 519-547. 
Ethical intuitions: when should we trust them?  

Our first ethical reactions to problems often differ from the ethical reactions we have after we have had an opportunity for "sober second thought."  

· # Jonathan Baron (1998) Judgment misguided: intuitions and error in public decisionmaking.  New York: Oxford University press.  Read chapters 1,2, 3, 5, 6 and 8. 
· # Richard H. Thaler and Cass R. Sunstein. 2003. “Libertarian Paternalism.” American Economic Review, Papers And Proceedings, 93(2): 175-79. 

· Discussion: Identify examples from your field of ethical “errors” as people define them themselves. 

The psycho-logic of moral seduction: How moral people can be induced to do immoral things. 

The focus of this section is the growing evidence of the power of immediate situational pressures to override what we normally think of as deep-rooted moral principles and character.  

· * Don A. Moore, Philip E. Tetlock, Lloyd Tanlu, Max H. Bazerman “Conflicts of Interest and the Case of Auditor Independence: Moral Seduction and Strategic Issue Cycling” HBS Working Paper # 03-115 Rev. 12/04 [http://www.people.hbs.edu/mbazerman/Papers/ai.rev.2004-12-14.pdf]

· Or # Donald Moore, et al. (2005). The moral seduction of the accounting profession.  Academy of management review.
· # James Waller (2002).  Becoming evil.  New York: Oxford University press.  Read chapters five to nine (pages 133-288) 
· # Bakan, Joel. 2004. The Corporation: The Pathological Pursuit of Profit and Power. Free Press. (Study Guide)  
When do people think there should be limits on markets? 

The focus here would be on evidence that people are not naturally utilitarian thinkers (at least that people do not always think any utilitarian manner and may even find utilitarian thought in certain domains deeply aversive). 

· * Philip E. Tetlock (2000).  The psychology of the unthinkable: taboo trade-offs, for bid in base rates, and heretical counterfactuals.  Journal of personality and social psychology.

· http://www.iq.harvard.edu/NewsEvents/Conferences/ESS/Nov00/tetlock.pdf 

· # Peter McGraw, et al. (2003).  The limits of fungibility.  Journal of consumer research. 
Homework

1. Outline a research study of the ethics people hold about a topic you care about. 

2. What are the two most important divergences between formal theories of business ethics and positive theories of business ethics?  Why do you consider these divergences “important”?

Corporate Governance

· Benjamin Hermalin and Michael S. Weisbach, "Boards of Directors as an Endogenously Determined Institution: A Survey of the Economic Literature," Economic Policy Review, Vol. 9, No. 1 (April 2003), pp. 7-26.  http://faculty.haas.berkeley.edu/hermalin/601herma.pdf 
· # Benjamin E. Hermalin, “Trends in Corporate Governance,” University of California, working paper,  2004 http://faculty.haas.berkeley.edu/hermalin/Berlin_RR_v1.pdf (forthcoming, Journal of Finance). 
· * Gompers, Paul, Joy L. Ishii, Andrew Metrick. "Corporate Governance and Equity Prices."  National Bureau of Economic Research, Working Paper 8449, 2001.  http://www.nber.org/papers/w8449  (published as Quarterly Journal of Economics, Vol. 118, No. 1, pp. 107-155, February 2003) 
· * One of the following: 

· * Lynn Stout “New thinking on ‘Shareholder Primacy’” http://www.law.ucla.edu/docs/bus.sloan-stout.pdf   

· OR * Blair, Margaret M., "Shareholder Value, Corporate Governance and Corporate Performance: A Post-Enron Reassessment of the Conventional Wisdom." Corporate Governance and Capital Flows in a Global Economy, Peter K. Cornelius and Bruce Kogut, eds. Oxford University Press (2003).
· Or * Margaret Blair and Lynn Stout,“ A Team Production Theory of Corporate Law,” Virginia Law Review, Vol. 85, No. 2, 1999  

· # Benjamin E. Hermalin and Michael S. Weisbach, “Endogenously Chosen Boards of Directors and Their Monitoring of the CEO,” The American Economic Review, Vol. 88 (1998), pp. 96–118. or "Boards of Directors as an Endogenously Determined Institution: A Survey of the Economic Literature," Economic Policy Review, Vol. 9, No. 1 (April 2003), pp. 7-26.
Accounting

· * Degeorge, François, Patel, Jayendu, and Richard Zeckhauser (1999), “Earnings management to exceed thresholds,” Journal of Business 72 (1), 1-33  http://links.jstor.org/sici?sici=0021-9398%28199901%2972%3A1%3C1%3AEMTET%3E2.0.CO%3B2-H 

· (A recent extension is at http://www.dse.unibo.it/seminari/degeorge.pdf )

· Balanced scorecard 

· * Robert Kaplan and David Norton, “The Balanced Scorecard.” Harvard Business Review, 1992. 
· # Sunil Dutta and Stefan Reichelstein “Leading Indicator Variables, Performance Measurement, and Long-Term Versus Short-Term Contracts,” Journal of Accounting Research Volume 41 Issue 5 Page 837  - December 2003

· # Rajiv D. Banker, Gordon Potter, Dhinu Srinivasan, “An Empirical Investigation of an Incentive Plan that Includes Nonfinancial Performance Measures,” The Accounting Review Vol. 75, No. 1 - January 2000. 

Homework

Good corporate governance aligns the incentives to managers with the incentives of financial investors, other investors, and society more broadly. 

1. Which stakeholders should have a “seat at the table”? 

· Do ethics and efficiency give different answers to this question?

2. How does current governance in the United States contrast with optimal governance?

Organizations use a variety of means to align CEO incentives with those of shareholders.  The list includes stock options, career incentives (e.g., threats of dismissal, quality of next job), shareholder resolutions, etc.  

3. When would better alignment improve CSR? 

4. When might better alignment reduce CSR? 

5. How can we test the above predictions?
Stakeholders & Social Preferences
In the next 3 weeks we will discuss the social preferences of stakeholders: customers, employees, communities, and investors.  We will explore questions such as: 
· How many stakeholders claim to have social preferences? 
· How many stakeholders act as if they do?  Why the disconnect?
· Which groups have which social preferences?  Why?  What affects the expression and action upon social preferences?  

· How do social preferences affect businesses?  What characteristics of the business, its product, the regulatory environment, etc. affect the business case for reacting to stakeholders’ social preferences? 
Often the answers are not in the literature and we will design studies that could address the question. 
Customers
For this section, think about answering the questions above.  
· Surveys of consumer attitudes

· * Richard B. Freeman, “A Hard-headed Look at Labour Standards,” in Werner Sengenberger and Duncan Campbell, eds., International Labour Standards and Economic Interdependence: Essays in commemoration of the 75th Anniversary of the International Labour Organization and the 50th Anniversary of the Declaration of Philadelphia , (Geneva: International Institute for Labour Studies, 1994), pp. 79-92. #

· Graham: # Thomas Bue Bjørner, L.G.Lars Gårn Hansen, and Clifford S. Russell,  “Environmental labeling and consumers’ choice—an empirical analysis of the effect of the Nordic Swan” Journal of Environmental Economics and Management Volume 47, Issue 3 , May 2004, Pages 411-434
Q: Most consumers claim they prefer environmentally responsible, sweatshop-free products.  Yet few buy such products.  Why the disconnect?  How might one test that hypothesis? 

· Graham: Social marketing

· Philip Kotler and Nancy Lee, “When it comes to gaining a market edge while supporting a social cause, ‘corporate social marketing’ leads the pack”   Stanford Social Innovation Review Spring 2004  #

· Smith, N. Craig (1990), Morality and the Market: Consumer Pressure for Corporate Accountability, London: Routledge. #

· Creyer, Elizabeth H., & Ross, William T. (1997). The influence of firm behavior on purchase intention: Do consumers really care about business ethics? Journal of Consumer Marketing, 14, 421-432.  #

· Drumwright, Minette E. (1994). Socially responsible organizational buying: Environmental buying as a noneconomic buying criterion. Journal of Marketing, 58, 1-19.  #

Questions  
· How common is social marketing?  

· Where (in terms of geography, industry, customer segment, etc.) is social marketing most common?  If you lack data, what are your predictions?  Why?  How would you test those hypotheses? 

· Ralf: Philanthropy and “cause marketing”

· Menon, Satya & Kahn, Barbara E. (2003). Corporate Sponsorships of Philanthropic Activities: When Do They Impact Perception of Sponsor Brand? Journal of Consumer Psychology, 13(3), 316-327.  #

· Andreasen, Alan R. (1996). Profits for nonprofits: Find a corporate partner. Harvard Business Review, 74(6), 47-59.  #

Questions: 

· What are corporate motives for philanthropy?  
· Which motives are strategic and which are other motives?  

· How would you test the importance of these motives? 
· Ayesha: Scandals

· Sen, Sankar, Gurhan-Canli, Zeynep, & Morwitz, Vicki. (2001). Withholding Consumption: A Social Dilemma Perspective on Consumer Boycotts. Journal of Consumer Research, 28. 399-417. 

· Debora L. Spar, “The Spotlight and the Bottom Line,” Foreign Affairs, Vol. 77, No. 2 pp. 7 –12. 

· Garrett, Dennis (1987), “The Effectiveness of Marketing Policy Boycotts: Environmental Opposition to Marketing,” Journal of Marketing, 51 (April), 46-57. #

· Miller, Kenneth E. and Frederick D. Sturdivant (1977), “Consumer Responses to Socially Questionable Corporate Behavior: An Empirical Test,” Journal of Consumer Research, 4 (June), 1-7. #
Questions: 

· What consumers, regions, sectors, brands, and companies are most sensitive scandals?  Why? 

· How (if at all) do or should businesses react differently if they are in regions, sectors, brands, or regulatory regimes that make them more sensitive to scandals?  How might you test those hypotheses? 
Employees

· David B. Montgomery and Catherine A. Ramus, “Corporate Social Responsibility Reputation Effects on MBA Job Choice,” Stanford GSB working paper, May 2003. #
· Robert Frank, What Price the Moral High Ground, chapter on employee preferences. 

CommunitiesI 
· Joseph Galaskiewicz “An Urban Grants Economy Revisited: Corporate Charitable Contributions in the Twin Cities, 1979-81, 1987-89,”Administrative Science Quarterly, Vol. 42, 1997
· On corporate charitable giving see the citations in  http://www.law.harvard.edu/faculty/fferrell/pdfs/charitable_giving1.pdf 
Homework: 

1. Is there any theory or evidence that a good social reputation brings resources to a company due to better treatment from a community?  How might a bad reputation harm a company? 

2. Is it more important for customers, employees, or communities that a company move from average to positive social reputation or from negative (scandal) to neutral reputation?  

3. Design a research study of how much (if at all) a stakeholder group such as customers, communities, or employees value a positive component or indicator of CSR or a negative component (e.g., a scandal). 

4. Design a research study of how much (if at all) managers believe a stakeholder group such as customers, communities, or employees value a component or indicator of CSR. 

Investors and socially responsible investment (SRI)

· Efficient markets 

· Should we expect excess returns from SRI and, if so, when?

· Robert Merton, “A simple model of capital market equilibrium with incomplete information,” Journal of Finance, 1986.  #

· Does SRI lower returns or add risk? 

· Does SRI violate fiduciary duty?
· Michael S. Knoll, “Ethical Screening in Modern Financial Markets, Business Lawyer Review, 2002.  #

· Research on the business case for social responsibility

· Financial measures such as ROA
· Margarita Tsoutsoura, “Corporate Social Responsibility and Financial Performance,” Center for Responsible Business Working Paper (University of California, Berkeley) 2004, Paper 7 [http://repositories.cdlib.org/cgi/viewcontent.cgi?article=1008&context=crb]  

· Stock market returns

· Meir Statman, S. Hamilton and H. Jo Doing well while doing good?: the investment performance of socially responsible mutual funds, Financial Analysts Journal, November/December 1993.#

· Stock market event study

· Frooman, J., Socially irresponsible and illegal behavior in shareholder wealth. 1997, Business & Society, 36(3): 221-249 #

· Stock market value

· Glen Dowell, Stuart Hart, and Bernard Yeung, “Do Corporate Global Environmental Standards Create Or Destroy Market Value?” Management Science, Vol 46, No. 8, Aug 2000, pp. 1059-1074 #
· Meta-analysis

· Margolis, Joshua Daniel.  People and profits? The search for a link between a company's social and financial performance. Mahwah, N.J.: Lawrence Erlbaum Associates, Publishers, 2001. #

· Zadek, Simon. Doing good and doing well: Making the business case for corporate citizenship. New York, NY : Conference Board, 2000. #

· Orlitzky,  Marc, Frank L. Schmidt, and Sara L. Rynes. "Corporate social and financial  performance: A meta-analysis." Organization Studies, 24, 2003.

· Under what conditions (if any) will socially responsible investment 
· Improve the world? 
· Worsen the world? 
· Harm social investors? 
· Help social investors? 
What companies are (or want to appear as) “responsible”

· Economic theories of variation in costs and benefits (reviewed above)
· Long-term investments in relationships with and capabilities of 

· Suppliers

· Workers

· Avoid scandal

· Valuable brand versus commodity provider

· Target of activists 

· Create a positive reputation

· Targeting a niche of socially-motivated consumers, 

· Responsible product or service: Clean energy, etc.

· Responsible corporate identity: Ben & Jerry’s

· Targeting a niche of employees, or investors

· Social venture can attract more capital and lower-cost employees. 

· Higher economic returns

· Reducing emissions and insulating can lower cost. 
· Increasing employee motivation

· Big needs imply particularly high returns to environmental spending, training, etc.

· Etc.

· Other? 

· * “Who Adopts Management Standards Early? An Examination Of ISO 14001” Certifications, AA King, MJ Lenox - Academy of Management Proceedings, 2001 [faculty.fuqua.duke.edu/~mlenox/papers/iso_aom.pdf]  
· Political economy & weaker regulation

· # Thomas Lyon, Steven C. Hackett and John W. Maxwell “Self-Regulation and Social Welfare: The Political Economy of Corporate Environmentalism,” Journal of Law and Economics, October 2000, pp. 583-617. 

· Institutionalization theory

· National culture 

· Industry norms

· Regional norms & CSR

· http://www.people.hbs.edu/cmarquis/marquis%20glynn%20davis%20AMR%20forthcoming.pdf forthcoming in Academy of Management
· Role of business associations
· Michael W. Toffel, Evaluating Suppliers’ Production Practices: The Role of Voluntary Programs, Haas School of Business, 2004.
· King, Andrew & Michael Lenox. 2000."Industry Self-Regulation Without Sanctions: The Chemical Industry's Responsible Care Program." Academy of Management Journal. Vol. 43(4): 698-716.
How does it matter to researchers if norms are enforced externally (e.g., Consumers avoid companies that give far less than others to charity) versus enforced internally (e.g., The CEO would feel terrible if his company gave far less than others to charity)? 
Homework: 

· Design a study to test one or more of these theories of why some organizations rate highly on measures of CSR. 

· Bonus #1: Find a natural experiment or policy change Z that affects CSR but not financial performance (other than through any effects on CSR). 

· This is a very hard question.  Any answer would greatly advance the field. 


· Bonus #2: Find a natural experiment or policy change Z that affects financial performance but not CSR (other than through any effects on financial performance). 

· This is hard, but easier than the previous one.  Hint: 

Profits = sales * price – wages * employment – interest * debt 

              – materials prices * materials inputs

Think about predetermined variation in quantities (e.g., debt or energy intensity) * changes in industry-level prices (e.g., interest rates and energy prices).

Domains of “Responsibility”

In this section we focus on domains of corporate responsibility individually: environment, workplace, product safety, and community.  In each section we examine 
1. theories of when markets and government might or might not work well;

2. the business case for responsibility (at least some of the time); 

3. implementation issues;
4. measuring responsibility in this domain; and 

5. obstacles to acting responsibly in this domain, even when it is potentially profitable. 
Environmental issues

Theory of Externalities and Regulation 
· Externalities and market failures 

· Local: 

· Pollution: SO2, particulates, much human water pollution 

· Commons: Forests, pasture

· International: Many river basins, some air pollution and acid rain.

· Global: global climate change, ozone depletion, biodiversity, over-fishing


· Regulation
· Forms of regulation

· Command and control

· Markets for pollution

· Research opportunities on causes & effects

· Business opportunity setting up and responding to markets

· Research opportunities 

· Political economy of regulation and other government policies

· Effects of regulation and other government policies

· Misallocation of subsidies?

Corporate practice

· Environmental audits

· ISO 14000, etc.

· Total Quality Environmental Management (TQEM)
· Total Quality Environmental Management: An ISO 14000 Approach, by V. N. Bhat. #
· Environmental accounting
· "An Introduction to Environmental Accounting As A Business Management Tool", U. S. EPA , EPA 742-R-95-001, June 1995.  #
· PERI Guidelines for Environmental Reporting
· "Green Ledgers: Case Studies in Corporate Environmental Accounting", edited by Daryl Ditz, Janet Ranganathan, & R. Darryl Banks, A World Resources Institute Book #
· Lifecycle analysis

· Toffel, MW & A Horvath. 2004. Environmental implications of wireless technologies: News delivery and business meetings, Environmental Science & Technology 38(11): 2961-2970. PDF in ACS
·  Design for the Environment
· Hart, S. (1997), “Beyond greening: Strategies for a sustainable world”, Harvard Business Review, Jan-Feb: 66-76. #
· Paul Hawken, Amory Lovins, and L. Hunter Lovins, Natural Capitalism: Creating the Next Industrial Revolution (Boston: Little, Brown and Co., 1999)  #

· Lester Brown, Eco-Economy Building an Economy for the Earth (New York: W.W. Norton, 2001). #
· * Amory Lovins, “More Profit with Less Carbon,” Scientific American , Sept. 2005. [www.sciam.com/media/pdf/Lovinsforweb.pdf] 
· Research opportunities: 

· How much are these green management practices used? 

· Who adopts them and why?  

· What are their effects in different settings? 

Can environmental efficiency be the basis for strategy?

· Waste reduction in production as cost reduction

· Environmental efficiency as a feature for consumers 

· Energy efficiency in cars, buildings, and appliances

· Consumer preference beyond cost savings

· Issues in environmental certifications

Metrics

· Some environmental metrics

· ISO 14001

· Franklin Innovest

· Toxic Release Inventory (TRI) list of environmental emissions

· Evidence on validity

· Madhu Khanna and Lisa A. Damon, “EPA’s Voluntary 33/50 Program: Impact on Toxic Releases and Economic Performance of Firms,” Journal of Environmental Economics and Management 37, 1-25 1999 #

· * Toffel, MW, Resolving information asymmetries in markets: The role of certified management programs. Center for Responsible Business Working Paper, University of California, Berkeley. PDF. 
Obstacles to profitable environmental responsibility
· Government failures

· BPP: What government policies favor less sustainable technologies?  Pick one and explain the political economy of that policy. 

· Market failures

· Behavioral marketing: What cognitive biases by consumers might favor less sustainable technologies?  For example, is there any evidence consumers favor reductions in (salient) out-of-pocket costs that might lead to later (and less salient) larger energy costs? 

· Micro OB: What cognitive biases by managers might favor less sustainable technologies?  For example, some claim managers have a bias against looking for “green” solutions, as environmental efficiency is categorized as costs, not sources of competitive advantage. 

· Macro OB or economics of organization: What organizational incentive or design issues might favor less sustainable technologies?  

· Accounting & finance: What financial market considerations might favor less sustainable technologies?  For example, do accounting systems properly depreciate investments that have higher versus lower future energy costs?

· Economics or strategy: What network externalities might impede adoption of more sustainable technologies?  

· OB, Accounting, Economics, Marketing: What problems in measurement of environmental efficiency slow the shift to sustainable technologies?


Homework:  
1. Do any of these potential political or market failures matter?  

2. Design a research study to test the importance of one of these potential political or market failures.  

3. Are there other impediments to efficient new technologies? 
4. What public policies might mitigate the failures? 


· Emerging issues

· Environmental justice

· Lifecycle regulation

· EU mandates 

· Consumer certifications

April 18: Workplaces 

· Ayesha: Levine, David I. and Michael Handel, “The Effects of New Work Practices on Workers,” Industrial Relations, 43, 1, January 2004: 1-43. 

· Helen: Brown, Drusilla K., Alan V. Deardorff and Robert M. Stern. 2002. “The Effects of Multinational Production on Wages and Working Conditions in Developing Countries,” in Robert E. Baldwin and L. Alan Winters (eds.), Challenges to Globalization. Chicago: University of Chicago Press.  #

Human and labor rights

· ILO core labor standards

· * Ann Harrison and  Jason Scorse, "Moving Up or Moving Out? Anti-Sweatshop Activists and Labor Market Outcomes" April, 2004.
· Or Ann Harrison and Jason Scorse, “Globalization’s Impact on Compliance with Labor Standards,” Brookings Trade Forum, 2003. #

Product safety and quality 

· Product safety 

· Consumer satisfaction

· Product quality 

· * G. Jin and Phillip Leslie, “The Effect of Information on Product Quality: Evidence from Restaurant Hygiene Grade Cards,”  Quarterly Journal of Economics, 2003, v. 118 (2)  

April 25: Implementation

Monitoring “responsible” behavior 

Satchel: Do you want some of this tuna, Buck? 

Bucky: Is it dolphin safe? 

Satchel [reading the label]: Let’s see… Yup.  “No dolphins were harmed.”

Bucky: Then no.

Satchel: Ohhh.  That’s wrong.  It is wrong.

· * Dara O’Rourke, “Outsourcing Regulation: Analyzing Nongovernmental Systems of Sustainability Reporting Guidelines, GRI (Global Reporting Initiative), 2002 #

· Leipziger, Deborah. SA8000 : the definitive guide to the new social standard. London ; New York : Financial Times Prentice Hall, 2001. #
· Aaron Chatterji and David Levine, “Breaking Down The Wall Of Codes: Evaluating Non-Financial Performance Measurement,” Forthcoming, California Management Review, winter 2006.
· “Labor Standards and Monitoring,” The Policy Studies Journal, Vol. 31, No. 1, 2003

· International Council of Toy Industries “Code of Business Practices,” November 19, 1997 (2 pages) #

· Coalition for Justice in the Macquiladoras Standards of Conduct (4 pages) #

Supply chain management
Two captains of industry discussing what to do about the fallout from corporate scandals. 

Executive 1: "We are seen as ethical disasters.  How are we going to rebuild public trust?" 

Executive 2: "We could outsource it!"


[Comic by Dan Wasserman]

Ralf will present his research on governance and SRI. 

Design a study to identify which standards or codes of conduct (if any) improve the lives of workers and communities in poor nations. 

· Reebok Human Rights Production Standards (4 pages)

· Levi Strauss & Co. “Global Sourcing and Operating Guidelines

· Mattel, Inc. Launches Global Code of Conduct Intended to Improve Workplace, Workers’ Standard of Living (3 pages)

· Wal-Mart Stores, Inc., Standards for Vendor Partners (5 pages)

May 2: Summing up: Does Corporate Social Responsibility matter?
· Rough draft due to me and to your referee. 

· Graham presents his research comparing and contrasting the methods and ratings of two consumer-oriented CSR rating services. 

· Vogel, David, The Market for Virtue, Brookings, DC, 2005. 
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