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Is	
  society	
  beCer	
  off	
  if	
  business	
  	
  
maximizes	
  shareholder	
  value?	
  

Answer	
   HBA	
  (2013)	
  

1	
  (Strongly	
  Disagree)	
   3%	
  

2	
   10%	
  

3	
   13%	
  

4	
   21%	
  

5	
   33%	
  

6	
   14%	
  

7	
  (Strongly	
  Agree)	
   6%	
  

Mean	
   4.4	
  

Number	
  of	
  Responses	
   231	
  

53%	
  

26%	
  



If	
  markets	
  func<on	
  ‘well’	
  	
  	
  	
  	
  
S(Smith,	
  Ricardo,	
  Friedman)	
  
	
  
ü  Provision	
  of	
  goods	
  and	
  

services	
  that	
  consumers	
  value	
  
ü  Benefits	
  of	
  compe&&on	
  

ü  Efficiency	
  gains,	
  lower	
  prices	
  
ü  Innova&on	
  

ü  Jobs,	
  employment	
  income	
  
ü  Tax	
  revenue	
  to	
  gov’t	
  

If	
  markets	
  func<on	
  ‘poorly’	
  

x  Nega&ve	
  externali&es	
  
x  E.g.	
  pollu&on	
  

x  Monopoly	
  power	
  
x  Asymmetric	
  informa&on	
  
x  Income	
  distribu&on	
  and	
  

inequality	
  

Is	
  society	
  beCer	
  off	
  if	
  business	
  	
  
maximizes	
  shareholder	
  value?	
  



Society	
  has	
  several	
  mechanisms	
  for	
  balancing	
  
tensions	
  between	
  corporate	
  and	
  societal	
  interests	
  

1.  Government	
  
–  Regula&on	
  of	
  private	
  sector	
  ac&vi&es	
  
–  Public	
  ownership	
  of	
  industry	
  
–  Redistribu&on	
  of	
  resources/wealth	
  through	
  taxa&on	
  
and	
  social	
  welfare	
  spending	
  

2.  NGOs,	
  social	
  ac&vist	
  organiza&ons	
  
–  “Private	
  poli&cs”	
  campaigns,	
  boycoCs	
  

As	
  a	
  manager,	
  you	
  need	
  to	
  understand	
  when,	
  why	
  
and	
  how	
  external	
  forces	
  affect	
  your	
  company	
  



Government	
  has	
  a	
  major	
  impact	
  on	
  the	
  ability	
  of	
  
corpora&ons	
  to	
  create	
  economic	
  value	
  

Source:	
  McKinsey	
  Global	
  Survey,	
  How	
  Business	
  Interacts	
  with	
  Government,	
  2010	
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Trust	
  in	
  ins&tu&ons	
  





HBAs	
  rate	
  NGOs	
  as	
  the	
  most	
  trustworthy	
  ins&tu&on,	
  
similar	
  to	
  the	
  general	
  public.	
  Trust	
  in	
  Business	
  is	
  
rela&vely	
  low.	
  

Ins<tu<on	
   HBA	
  (2013)	
   HBA	
  (2012)	
  
NGOs	
   6.10	
   6.23	
  (1st)	
  

Government	
   5.21	
   5.60	
  (2nd)	
  

Business	
   4.94	
   4.96	
  (3rd)	
  

Media	
   3.72	
   3.61	
  (4th)	
  

QuesAon:	
  indicate	
  how	
  much	
  you	
  trust	
  each	
  ins&tu&on	
  to	
  do	
  what	
  is	
  right	
  
using	
  a	
  9	
  point	
  scale	
  where	
  9	
  means	
  you	
  “trust	
  them	
  a	
  great	
  deal”,	
  1	
  means	
  
you	
  “do	
  not	
  trust	
  them	
  at	
  all”	
  



Role	
  of	
  government	
  in	
  business	
  





Approx	
  a	
  third	
  of	
  HBAs	
  believe	
  the	
  central	
  role	
  of	
  gov’t	
  in	
  business	
  	
  
is	
  to	
  protect	
  consumers	
  from	
  irresponsible	
  business	
  	
  prac&ces	
  

Most	
  important	
  role	
  that	
  government	
  should	
  play	
  
in	
  business	
  

HBA	
  (2013)	
   HBA	
  
(2012)	
  

Protect	
  consumers	
  from	
  irresponsible	
  business	
  
prac&ces	
   34%	
   27%	
  

Regulate	
  business	
  ac&vi&es	
  to	
  ensure	
  
companies	
  are	
  behaving	
  responsibly	
   28%	
   29%	
  

Build	
  infrastructure	
  that	
  promotes	
  and	
  
facilitates	
  business	
  opportuni&es	
   23%	
   23%	
  

Work	
  to	
  ensure	
  free	
  market	
  access	
  and	
  open	
  
compe&&on	
  within	
  industries	
   11%	
   16%	
  

Give	
  or	
  loan	
  money	
  to	
  business	
  when	
  it	
  
experiences	
  financial	
  crisis	
   1%	
   1%	
  

Government	
  should	
  not	
  play	
  a	
  role	
  in	
  business	
   3%	
   3%	
  



Government	
  regula&on	
  of	
  business	
  





HBAs	
  generally	
  think	
  that	
  government	
  regulates	
  business	
  the	
  
right	
  amount	
  

Amount	
  of	
  government	
  
regula<on	
  

HBA	
  (2013)	
  
	
  

HBA	
  (2012)	
  

1	
  (Too	
  Much)	
   3%	
   5%	
  

2	
   7%	
   12%	
  

3	
   24%	
   22%	
  

4	
  (Right	
  Amount)	
   32%	
   29%	
  

5	
   26%	
   23%	
  

6	
   8%	
   7%	
  

7	
  (Not	
  Enough)	
   1%	
   1%	
  

Mean	
   4.0	
   3.67	
  



Private	
  versus	
  government	
  ownership	
  
of	
  business	
  



HBAs	
  generally	
  favour	
  greater	
  private	
  ownership	
  of	
  business	
  
-­‐	
  more	
  so	
  than	
  Canadians,	
  but	
  similar	
  to	
  Americans	
  

What	
  is	
  the	
  right	
  balance	
  between	
  private	
  and	
  
government	
  ownership	
  of	
  business?	
  

HBA	
  
(2013)	
  

HBA	
  
(2012)	
  

Canada	
  
Public	
  

U.S.	
  
Public	
  
	
  

1	
  (Private	
  ownership	
  of	
  business	
  and	
  industry	
  
should	
  be	
  increased)	
   11%	
   14%	
   11%	
   19%	
  

2	
   10%	
   19%	
   9%	
   9%	
  

3	
   26%	
   26%	
   18%	
   16%	
  

4	
   19%	
   16%	
   13%	
   16%	
  

5	
   22%	
   16%	
   20%	
   23%	
  

6	
   5%	
   4%	
   9%	
   8%	
  

7	
   5%	
   3%	
   7%	
   3%	
  

8	
   2%	
   3%	
   6%	
   1%	
  

9	
   0%	
   0%	
   2%	
   1%	
  

10	
  (Government	
  ownership	
  of	
  business	
  and	
  
industry	
  should	
  be	
  increased)	
   0%	
   0%	
   2%	
   1%	
  

Mean	
   3.75	
   3.38	
   4.4	
   3.7	
  



A8tudes	
  towards	
  compe&&on	
  



HBAs	
  typically	
  favour	
  compe&&on,	
  and	
  significantly	
  more	
  so	
  
than	
  the	
  public	
  in	
  Canada	
  and	
  the	
  U.S.	
  

Is	
  compe<<on	
  good	
  or	
  harmful?	
   HBA	
  
(2013)	
  

HBA	
  
(2012)	
  

Canada	
  
Public	
  

U.S.	
  
Public	
  
	
  

1	
  (Compe&&on	
  is	
  good.	
  It	
  s&mulates	
  people	
  to	
  
work	
  hard	
  and	
  develop	
  new	
  ideas)	
   26%	
   32%	
   15%	
   21%	
  

2	
   24%	
   30%	
   16%	
   13%	
  
3	
   29%	
   22%	
   19%	
   19%	
  
4	
   13%	
   11%	
   16%	
   15%	
  
5	
   4%	
   5%	
   15%	
   16%	
  
6	
   2%	
   1%	
   6%	
   5%	
  
7	
   1%	
   1%	
   5%	
   3%	
  
8	
   0%	
   0%	
   4%	
   2%	
  
9	
   0%	
   0%	
   2%	
   1%	
  
10	
  (Compe&&on	
  is	
  harmful.	
  It	
  brings	
  out	
  the	
  
worst	
  in	
  people)	
   0%	
   0%	
   1%	
   1%	
  

Mean	
   2.6	
   2.32	
   3.8	
   3.5	
  



A8tudes	
  towards	
  business	
  and	
  the	
  
natural	
  environment	
  



Answer	
  choice	
   HBA	
  
(2013)	
  

HBA	
  
(2012)	
  

Canada	
  
Public	
  

U.S.	
  
Public	
  
	
  

China	
  
Public	
  

Either:	
  Economic	
  growth	
  and	
  
crea&ng	
  jobs	
  should	
  be	
  the	
  
top	
  priority,	
  even	
  if	
  the	
  
environment	
  suffers	
  to	
  some	
  
extent	
  

37%	
   44%	
   22%	
   44%	
   23%	
  

Or:	
  Protec&ng	
  the	
  
environment	
  should	
  be	
  given	
  
priority,	
  even	
  if	
  it	
  causes	
  
slower	
  economic	
  growth	
  and	
  
some	
  loss	
  of	
  jobs.	
  

63%	
   56%	
   68%	
   52%	
   50%	
  

A	
  greater	
  frac&on	
  of	
  HBAs	
  than	
  of	
  the	
  public	
  at	
  large	
  assign	
  a	
  
greater	
  priority	
  to	
  economic	
  growth	
  than	
  environmental	
  protec&on	
  



A8tudes	
  towards	
  social	
  responsibility	
  
of	
  government	
  



HBAs	
  generally	
  think	
  that	
  people	
  should	
  take	
  more	
  
responsibility	
  in	
  providing	
  for	
  themselves,	
  similar	
  to	
  the	
  public	
  
Individual	
  versus	
  government	
  
responsibility	
  for	
  personal	
  welfare	
  

HBA	
  
(2013)	
  

HBA	
  
(2012)	
  

Canada	
  
Public	
  

U.S.	
  
Public	
  
	
  

1	
  (Government	
  should	
  take	
  more	
  
responsibility	
  to	
  ensure	
  that	
  
everyone	
  is	
  provided	
  for)	
  

2%	
   3%	
   6%	
   9%	
  

2	
   6%	
   4%	
   5%	
   3%	
  
3	
   8%	
   17%	
   8%	
   7%	
  
4	
   14%	
   7%	
   7%	
   9%	
  
5	
   12%	
   15%	
   16%	
   16%	
  
6	
   12%	
   14%	
   10%	
   10%	
  
7	
   15%	
   19%	
   15%	
   12%	
  
8	
   18%	
   11%	
   17%	
   12%	
  
9	
   5%	
   11%	
   8%	
   6%	
  
10	
  (People	
  should	
  take	
  responsibility	
  
to	
  provide	
  for	
  themselves)	
   8%	
   9%	
   8%	
   12%	
  

Mean	
   6.0	
   6.27	
   6.0	
   5.9	
  



On	
  the	
  other	
  hand,	
  HBAs	
  believe	
  more	
  than	
  the	
  public	
  that	
  
larger	
  income	
  differences	
  are	
  warranted	
  …	
  

Views	
  on	
  income	
  differences	
  
between	
  people	
  

Canada	
   HBA	
  	
  
(2012)	
  

HBA	
  
(2013)	
  
	
  

1	
  (Income	
  should	
  be	
  made	
  more	
  equal)	
   7.0%	
   2%	
   6%	
  

2	
   4.7%	
   4%	
   3%	
  

3	
   7.4%	
   7%	
   8%	
  

4	
   8.9%	
   9%	
   10%	
  

5	
   15.2%	
   11%	
   13%	
  

6	
   10.5%	
   12%	
   14%	
  

7	
   18.3%	
   20%	
   19%	
  

8	
   17.1%	
   21%	
   13%	
  

9	
   5.8%	
   6%	
   6%	
  

10	
  (We	
  need	
  larger	
  income	
  differences	
  as	
  
incen&ves	
  for	
  individual	
  effort)	
   5.1%	
   9%	
   9%	
  

Mean	
   5.8	
   6.4	
   6.0	
  



…	
  even	
  though	
  income	
  inequali&es	
  are	
  higher	
  than	
  since	
  the	
  
1930s	
  (at	
  least	
  in	
  the	
  U.S.)	
  



1.  Compe&&ve	
  markets,	
  free	
  enterprise	
  and	
  the	
  
corporate	
  profit	
  mo&ve	
  have	
  afforded	
  society	
  
tremendous	
  benefits	
  

26 

South	
  Korea	
   North	
  Korea	
  

GDP/capita	
  
(PPP)	
  

$30,000	
   $1,800	
  

Life	
  expectancy	
   80	
  years	
   67	
  years	
  

Key	
  points	
  



2.  But	
  there	
  are	
  situa&ons	
  where	
  private	
  and	
  public	
  
interests	
  do	
  not	
  align	
  
–  Market	
  failures,	
  extreme	
  distribu&ons	
  of	
  market	
  

outcomes	
  

27 

Key	
  points	
  



•  Corpora&ons	
  are	
  ooen	
  not	
  trusted	
  to	
  ‘do	
  the	
  right	
  
thing’	
  

•  A8tudes	
  differ	
  between	
  business	
  and	
  society	
  on	
  
appropriate	
  public	
  policies	
  and	
  the	
  role	
  of	
  
government	
  

28 

Key	
  points	
  



3.  Governments	
  can	
  limit	
  the	
  nega&ve	
  effects	
  of	
  
corporate	
  behavior;	
  but	
  they	
  have	
  limited	
  
resources,	
  capabili&es	
  and,	
  some&mes,	
  the	
  
willingness	
  to	
  do	
  so	
  

29 

Key	
  points	
  



4.  NGOs,	
  ac&vists	
  and	
  other	
  civil	
  society	
  organiza&ons	
  
are	
  increasingly	
  exer&ng	
  pressures	
  on	
  corpora&ons	
  
too,	
  crea&ng	
  a	
  new	
  force	
  to	
  contend	
  with	
  

30 

Key	
  points	
  



•  Corpora&ons	
  are	
  subject	
  to	
  mul&ple	
  external	
  
pressures	
  beyond	
  their	
  industry	
  se8ngs	
  that	
  stem	
  
from	
  inherent	
  tensions	
  between	
  profit-­‐seeking	
  
objec&ves	
  and	
  the	
  public	
  interest	
  

•  These	
  pressures	
  can	
  profoundly	
  affect	
  business	
  
opera&ons,	
  strategy	
  and	
  performance	
  

•  As	
  a	
  manager,	
  you	
  need	
  to	
  know	
  how	
  to	
  assess	
  and	
  
manage	
  the	
  external	
  environment	
  of	
  business	
  

31 

Summary	
  



A8tudes	
  towards	
  specific	
  corporate	
  
prac&ces	
  



Apple	
  has	
  been	
  cri&cized	
  by	
  non-­‐governmental	
  organiza&ons	
  (NGOs)	
  for	
  
subcontrac&ng	
  the	
  manufacture	
  of	
  its	
  iPads	
  and	
  iPhones	
  to	
  Chinese	
  suppliers	
  
who	
  are	
  deemed	
  to	
  treat	
  their	
  workers	
  poorly.	
  Should	
  Apple	
  require	
  its	
  
subcontractors	
  in	
  China	
  to	
  improve	
  working	
  condi&ons	
  and	
  increase	
  the	
  
wages	
  the	
  subcontractors	
  pay	
  their	
  workers?	
  

Answer	
   HBA	
  (2013)	
   HBA	
  (2012)	
  

1	
  (Definitely	
  Not)	
   9%	
   8%	
  

2	
   9%	
   8%	
  

3	
   6%	
   12%	
  

4	
   14%	
   11%	
  

5	
   27%	
   28%	
  

6	
   18%	
   19%	
  

7	
  (Definitely)	
   17%	
   15%	
  

Mean	
   4.60	
   4.58	
  



A	
  major	
  pharmaceu&cal	
  company	
  is	
  facing	
  immense	
  pressure	
  from	
  human	
  
rights	
  groups	
  to	
  lower	
  the	
  price	
  of	
  a	
  patented	
  drug	
  that	
  would	
  cure	
  a	
  major	
  
disease	
  in	
  the	
  third	
  world.	
  Should	
  the	
  company	
  lower	
  the	
  price	
  of	
  its	
  drug	
  to	
  
affordable	
  levels	
  in	
  the	
  region,	
  even	
  if	
  the	
  price	
  does	
  not	
  fully	
  cover	
  the	
  drug’s	
  
cost?	
  

Answer	
   HBA	
  (2013)	
   HBA	
  (2012)	
  
1	
  (Definitely	
  Not)	
   6%	
   3%	
  

2	
   10%	
   11%	
  

3	
   20%	
   8%	
  

4	
   14%	
   18%	
  

5	
   20%	
   23%	
  

6	
   14%	
   21%	
  

7	
  (Definitely)	
   16%	
   16%	
  

Mean	
   4.38	
   4.74	
  



To	
  what	
  extent	
  to	
  do	
  you	
  agree	
  or	
  disagree	
  with	
  the	
  following	
  statement:	
  
"Companies	
  should	
  seek	
  to	
  obtain	
  and	
  maintain	
  dominant	
  market	
  posi&ons	
  in	
  
their	
  industries."	
  

Answer	
   HBA	
  (2013)	
   HBA	
  (2012)	
  
1	
  (Strongly	
  Disagree)	
   0%	
   1%	
  

2	
   2%	
   1%	
  

3	
   7%	
   8%	
  

4	
   11%	
   9%	
  

5	
   28%	
   20%	
  

6	
   28%	
   30%	
  

7	
  (Strongly	
  Agree)	
   23%	
   33%	
  

Mean	
   5.41	
   5.64	
  



To	
  what	
  extent	
  do	
  you	
  agree	
  or	
  disagree	
  with	
  the	
  following	
  statement:	
  
"Government	
  needs	
  to	
  more	
  stringently	
  regulate	
  the	
  financial	
  sector."	
  

Answer	
   HBA	
  (2013)	
   HBA	
  (2012)	
  
1	
  (Strongly	
  Disagree)	
   2%	
   5%	
  

2	
   8%	
   8%	
  

3	
   15%	
   12%	
  

4	
   25%	
   17%	
  

5	
   23%	
   27%	
  

6	
   18%	
   19%	
  

7	
  (Strongly	
  Agree)	
   9%	
   12%	
  

Mean	
   4.48	
   4.58	
  


