
BUS305 Summary 

LECTURE 1 – Institutional Theory 
2 Types of institutions 

 Formal and informal policies ‘rules of the game’ 

 Formal – laws, regulations, rules 

o Regulatory pillar - coercive power of governments 

 Informal – norms, cultures, ethics 

o Normative pillar – how values, beliefs, actions of others influence behaviour of 

individual/firms 

o Cognitive pillar – internalized values/beliefs that guide individual and firm behaviour 

2 core propositions underpinning institution-based view of global business 

1. Managers and firms rationally 

pursue their interests and make 

choices within the formal and 

informal constraints in a given 

institutional framework 

2. While formal and informal 

institutions combine to govern 

firm behaviour, in situations 

where formal constraints fail or 

are unclear, informal constraints 

will play a larger role in reducing 

uncertainty and providing 

constancy to managers/firms 

Differences between democracy and totalitarianism 

 Political system: refers to the rules of the game on how a country is governed politically 

 Democracy – supports global business by preserving individuals right to freedom of expression 

and organisation 

 Totalitarianism – system where 1 person or party exercises total political control 

o Not as good for business as democracy 

o Often higher political risk due to wars, riots, protests, breakdowns etc 

o Higher political risk 

o Types: communist, right-wing (hatred of communism), theocratic (religious group), 

tribal (tribe/ethnic group) 

Differences among civil law, common and theocratic law 



 Legal system: refers to rules of the game on how a country’s laws are enacted and enforced. The 

first regulatory pillar that supports institutions 

 Civil law: legal tradition that uses comprehensive statutes and codes as primary means to form 

legal judgments 

 Common law: legal tradition that is shaped by precedents from previous judicial decisions (eg. 

Aus) 

o More confrontational that civil, defendant & plaintiffs argue for judge to rule in their 

favour 

 Theocratic law: a legal system based on religious teachings 

Importance of property rights and IP rights 

 Property rights: Legal rights to use an economic property/resources and to derive benefit from it 

 IP rights: rights associated with the ownership of intellectual property, intangible property that 

results from intellectual activity like books, videos and websites 

o Patents, copyrights, trademarks 

Differences between market, command & mixed economy 

 Rules of the game on how a country 

is governed economically 

 Countries usually highly developed 

due to:  

- smarter & harder working 

populations 

- abundant natural resources  

- better market-supporting 

institutional framework 

Why is it important to understand different institutions when doing business 

 When doing business is countries with a strong propensity for informal relational exchanges, 

insisting on formalizing the contract right away may backfire 

  



LECTURE 2 – Political Risk and Terrorisms 
Define key concepts 

 Political institution 

 Democracy 

o Selection of government officials through free/fair elections (see picture) 

o Balance of majority rule and minority protection 

o Limitations on government action 

o Variants of democracy 

 Authoritarianism 

o Presence of a dominant leader or small group of leaders 

o Limited political participation 

o Degree of autonomy of society from state control 

o Lack of ideology 

o Limited control over the economy 

o Variants of authoritarianism – military, party, bureaucratic 

 Totalitarianism 

o 6 main features: 

 Official ideology 

 Single political party 

 Reliance on terror to maintain order 

 Control of communications 

 Control over the means of force in society 

 Command economy 

 Federal vs unitary systems 

o Federal – lower levels of government share powers with central gov or have certain 

powers of their own 

o Unitary – lower levels of government have no powers reserved to them 

Constitutions 

 Constitutionalism: a central concept in the US and other democracies 

 Role: 

o Limit power of government 

o Gov must follow laws of the land 

o Upholding limitations and following laws is key source of legitimacy 

General political system and constitutional issues in the TIC cases 

COUNTRY POLITICAL STRUCTURE UNITARY VS FEDERAL? 

UK  One of the most democratic in the world 

 Majoritarian 

 Constitution no single written document – collection 

 Unitary – despite 
significant devolution of 
powers to regions 



of arts, legal opinions and customs 

Germany  Consensus democracy – combination of coalition 
governments, federalism and corporatism 

 Constitution lays out both social welfare protections 
and limits on government 

 Cooperative federalism 

India  Parliamentary democracy – system has evolved from 
one-party dominant to multiparty 

 Constitution is long, detailed and heavily amended – 
federal system with strong central government 

 Federal system but the 
central government has 
strong powers – 3 levels of 
government 

Mexico  Partly-authoritarian system until recently – now 
unconsolidated democracy 

 Constitution written 1917, prohibits president and 
legislators from running for reelection 

 Easton’s approach – helps explain changes that led to 
PRI losing its dominance over Mexican politics – 
political liberalization 1970s-90s 

 Federal 

 Estados = federal units – 
depend on government 

Brazil  Altered between democracy and military 
authoritarianism   

 Federal system, preserves 
power of local elites 

Nigeria  Combination of majoritarian and consensus 
democracy 

 Recent 1999 constitution emphasis on unity  

 Altered between democracy and military 
authoritarianism 

 More American-style 
federal system 

Russia  Democratic following collapse of USSR – 
semiauthoritarian today 

 Federal system since Putin 
in power – increased gov 
power 

China  Often considered totalitarian system – more partly-
authoritarian 

 Evidence that constitution does not = democracy 

 Unitary state, some 
devolution but not federal 
yet 

Iran  Theocracy 

 Constitution after the revolution implemented a 
theocracy 

 Attempts at reform 

 unitary 

 

Africa Terrorism 

 Sources: 

o Poverty 

o Health conditions, AIDS 

o Slavery 

o Child armies 

o Ethnic/religious conflicts 

o Struggle for resources 

 African oil regions 

o Jihadists/criminal networks 



o Muslims in Nigeria 

 US tried to support authoritarian governments encouraging repression int eh region 

 African regions require individual and different policies 

Iraq  Refer to insurgents as terrorists in the US 

 Campaigns against US and allies escalated 

 Main insurgent groups:  
-Baathists (Hussein’s regime – guerrilla campaign)  
- iraqis who want the US to leave Iraq 
- Jihadists – fight the US purpose to kill them 

 Even these groups cannot agree on Iraq’s future 

 Cultural factors – family groups are important 

Afghanistan  Terrorist group responsible for 9-11taliban and jihadist forces – terrorist tactics 
against military forces 

 

Asia & Terrorism 

 Islamicists emerged in the STAN states eg. Kazakhstan and that after breakup of soviet union 

 Jihadists moved to india and Pakistan too, even Indonesia, Singapore etc 

China  China wants to join US war on terror 

 Jihadists trying to overthrow Chinese rule eg. in Xinjiang 

Sri 
lanka/India 

 Tribal tensions 

 Jihadist movement 

 Religious extremism 

 Militant religion 

 Ethnic revolts 

Thailand  Islam primary religion of 3 most southern states 

Indonesia  Jihadist groups began forming 1990s 

 Militant Islamic groups 

 Political situation in Indonesia climate for jihadists 

Japan  Red army – left-wing political action 

 Aum Shinrikyo – hoping to destablise Japanese government 

 

  



LECTURE 3 – Political Risk & Terrorisms 2 
Terrorism Difficult to Define & Impact of Context 

 Social construct 

 No single understanding – many definitions 

 Social context influences definition 

Eg. Isralis see their actions as self-defense 

 Defined within social and political contexts 

 Situational definition as the meaning of terrorism changes within history 

 Terrorism is a product of class-based revolution in France – actions that described the actions of 

government 

Enlightenment/Social Revolution 

 Enlightenment period 

o 18th century enlightenment period provided intellectual climate to support democracy 

o Ideology spawned resolutions in France and America 

o Ideas behind modem democracies were contained in Enlightenment 

 Napoleonic Wars 

o Definition of terrorism shifted from government repression to resistance of people to 

governments 

Why Terrorism became defined as a Revolutionary activity after the European Experience (1848) 

o Small minority of radical democrats called for violence and terrorism, people with political 

power began to label all types of activism, violent or not, as terrorism 

o 3 strains of radical democrats after the failed revolution 1848: 

o Socialism: theory of social organisation which advocates that the means of 

production, distribution and exchange should be owned/regulated by the 

community as a whole – between communism and capitalism 

o Anarchism: support social welfare equity, not supportive of the state central 

authority 

o Communism: socialism where economic production and profits are owned and 

distributed by workers 

Terrorism in Russia 

o People’s will advocated violent socialist revolution – 1881-1892 

o 1850 – 3 groups in Russia that felt they could reform/modernize Russian state 

o Czar alexander – followers wanted to modernize Russia from top down 

o Intellectuals – want Russia to become liberal Western democracy 

o Violent anarchists – believed revolution was the answer 

o Lenin and Trotsky – believed terrorism should be used to overthrow the governments 



The Irish Republican Army (IRA) 

o 20th century, Ireland became dividions between – unionists and republicans 

o Wanted independence 

o Republican military solution came when Irish Republican Brotherhood (IRB) formed 1950s 

o 1916 – revolt in Dublin because British promised Ireland home rule 

o British handed out death sentences and imprisoned hundreds after Easter rising 

o Black and Tan War 1920-1921 – Sinn Fein continues activities despite easter rising 

o British government rejected home rule at end of WW1 

Selective Terrorism (Michael Collins) 

o Random or large-scale attacks 

o Indiscriminate terror was of no value 

o Terrorism selectively and ruthlessly target security forces and their symbols of authority 

o IRA threw bombs into crowds and shoot police officers 

o 1921 – Southern Ireland became the free state – civil war in newly formed republic 

LECTURE 4 – International Ethics and Corruption 
Principles & Standards in the World of Business 

o Principles and standards that guide the behaviour of individuals/groups in the world of business 

Foundations of Business Ethics 

o Legal vs ethical 

o Business experiences vs business-related decisions 

o Personal morality vs difficult legal issues 

Ethical Issues in Business 

o Right or wrong? Ethical or unethical? 

o Ethical issues: 

o Honesty and fairness 

 Abusive or intimidating behaviour – most common ethical problem for 

employees 

 Lying vs truth 

o Conflict of interest – personal interests vs organisations benefits 

o Fraud/false communication - accounting fraud, marketing fraud, consumer fraud (eg. 

shop lifting etc) 

o Discrimination – sexual harassment, age, disability, race, sex 

o Information technology – internet related issues 

Ethical Decision Making Process 



o Individual factors 

o Organisational relationships 

o Opportunity 

Moral Philosophies 

o Consequentialism – decision is right r acceptable if it helps achieve the desired results 

o Egoism 

o utilitarianism 

o Ethical formalism – focuses of rights of the individual 

o Justice theory – evaluations of fairness 

o Distributive 

o Procedural 

o interactional 

Stages of Moral Development (Kohlberg) 

o People progress through 6 stages 

1. punishment and obedience 

2. individual instrumental purpose and exchange 

3. mutual interpersonal, expectation, relationships and conformity 

4. social justice and conscience maintenance 

5. prior rights, social contact or utility 

6. universal ethical principles 

o Cognitive moral development should be viewed as a continuum 

o Peoples moral beliefs and behaviour change as they gain education and experience 

o Universal values which people in the highest level of moral development abide 

o Social needs that motivate ethical/unethical behaviour: 

1. Need for achievement 

2. Need for affliction 

3. Need for power 

Corporate Culture & Organisational Relationships 

o Values, beliefs, goals, norms and rituals shared by members or employees of an organisation 

o Conveyed through informal and formal instruments 

o Corporate culture gives meaning and offers direction about how to behave and deal with 

problems 

o Ethical climate: part of corporate culture that relates to an organisations expectations about 

appropriate conduct and focuses specifically on issues of right/wrong 

o Significant others – superiors, peers, subordinates in the organisation who influence the ethical 

decision-making process 

Creating an Ethical Climate 



o Listen/learn 

o Identify ethical issues 

o Create/analyse options 

o Identify best options 

o Explain decision/resolve any differences that may arise 

o Responsibilities – extend beyond legal and economic obligations 

o Corporate-government relationship eg. go-green? 

o Contribution to social responsibility 

o Strategic planning 

  



LECTURE 5 – International Corporate Governance 
Corporate Governance & Framework 

 Definition: is the formal system of oversight, accountability and control for organisational 

decisions/resources 

 Framework: 

o Maximise profits for shareholders 

o Stakeholder model 

o Directors and officers of corporations 

History 

 1932 – US securities and exchange commission (SEC) 

 Mid1990s – goal of business is to align the interests of principals and agents, 

board of directors 

 2002 – Sarbanes-oxley act 

 2008-2009 – collapse of US 

financial system 

Models 

 Shareholder model 

o Maximises wealth for 

investors and owners 

o Develops/improves the 

formal system of 

performance 

accountability 

 Stakeholder model 

o Considers interests of 

stakeholders 

o Assumes collaborative and relational approach to business 

Issues in Corporate Governance Systems 

 Boards of directors 

o  Assume legal responsibility for firms resources/decisions 

o Appoint top executive officers 

o Maintain fiduciary duty 

o Monitor decisions made by managers on behalf of the company 

o Growing interest in hiring outside directors to bring in more independent though and 

action 

o Issues  

 Independence 



 Quality and experience 

 Performance  

 Shareholders and investors 

o Are concerned with ownership investment in publicly traded firms 

o Investor is a general term for any individual or organisation that provides capital to 

another firm – financial, human, intellectual 

o Issues  

 Shareholder activism 

 Social investing 

 Investor confidence 

 Internal control and risk management 

o Internal and external audits – who should do audits? 

o Control systems 

o Risk management 

 Financial misconduct – failure to understand and manage ethical risks – played role in financial 

crisis 

 Executive compensation 

o 2 contrasting views – executives deserve great rewards BUT no executive worth millions 

of dollars 

o Plans that base achievement on several performance goals 

 

 OECD principles of corporate governance 

1. Basis for an effective CG framework 

2. Rights of shareholders and key owners 

3. Equitable treatment of shareholders 

4. Role of stakeholders in CG 

5. Disclosure and transparency  

6. Responsibilities of board 

Future 

 Boards will be held responsible for developing company purpose statements that cover 

stakeholder interests 

 Annual reports will include nonfinancial information too 

 Boards will be required to perform self-assessments 

 Board member selection process will become increasingly formalized 

 Boards will need to work more as teams 

 Focus on stakeholder model than shareholder 

 Systems will ensure greater organisational level accountability and control 

 General support for CG will rise 

 Government to play more significant role 



LECTURE 6 – International Corporate Governance 
Overview of Global Economic Crisis 

 World stock markets 

 Large financial institutions 

 governments 

Decoupling Fails & US Spread of Crisis Worldwide 

 decoupling: theory that world economics were no longer tired to the US 

 Investors seek to put money somewhere safe – stock, bonds, capital  weakens currency 

Impact of GFC 

 Governments/international organisations have tried to battle turmoil in exchange rates: 

o Cut interest rates 

o Coordinated interest rates & banking policies 

o IMF providing loans 

o World leaders warning against the temptation to raise trade barriers 

 Business caught in cash crunch – reduced cash for operations  forced to layoff workers 

 Deflation – rise in the purchasing power of a currency 

o Consumers put off spending 

o Loans paid with increasingly valuable dollars 

o Assets devalued 

o Hard to battle for governments 

 Pressure on wages/bonuses 

 Threaten of union power 

 Luxury markets dive – discounter shops thrive 

 Bank failures – 22 in 2008 nationally 

CO2 Emissions & GFC 

 Explained mainly by the growth in economic activity corrected for decreases in the fossil-fuel 

carbon intensity of the global economy 

GFC & Developing Countries 

 Asia & Pacific 

o Less severe impact on financial sector than other regions and with the Asian financial 

crisis 

o Fiscal and monetary response: first use of monetary policies easing, credit still tight 

o Economic policy & job creation: stimulus packages, infrastructure, employment 

generation, tax breaks etc 

 Latin America & Caribbean 



o No banking crisis emerged 

o Fiscal and monetary policies to stimulate economics 

 Sub-Saharan Africa 

o Significant effects in foreign direct investment 

o South Africa largest stimulus in the region – positioned country to sustain domestic 

demand 

o New concessional lending from IMF 

  



LECTURE 7 – International Organisations 
Global Economic Integration 

 Efforts to reduce trade and investment barriers around the globe 

 Political benefits: 

o Promotes peace by promoting trade/investment 

o Builds confidence in multilateral trading system 

 Economic benefits: 

o Disputes handled constructively 

o Rules make life easier and discrimination impossible 

o Free trade and investment raise incomes and economic growth 

GATT & The WTO 

 GATT – general agreement on tariffs and trade 1948-1994 

 Reduce levels of tariffs through multilateral negotiations 

 WTO – 1995 – present  

 WTO Doha Round: 

o Reduce agricultural subsidies in developed countries 

o Cut tariffs 

o Free up trade in services 

o Strengthen IP protection 

Regional Economic Integration 

 Efforts to reduce trade and investment barriers within one region 

 Pros 

o Consistent rules 

o Peace 

o Handles disputes 

o Raises income/eco 

growth 

 Cons  

o Discrimination against 

firms outside region 

o Loss of sovereignty 

The EU 

 Political origins – stop cycle of 

hatred and violence 

 More than 50yrs of peace 

 27 member countries, 



$15trillion GDP 

 Common currency 

 Single market 

 Challenges/questions 

o Should it remain economic union or go political and economic union? 

o Membership of turkey? 

 Benefits: 

o Reduces currency conversion costs 

o Facilitates direct price comparison 

o Imposes monetary disciplines on governments 

 Costs: 

o Unable to implement independent monetary policy 

o Limits flexibility in fiscal policy 

Trade Organisations – Americas 

 NAFTA – Canada, USA, Mexico 

o Benefits 

 Trade between US and Canada grew twice as quickly 

 US exports to Mexico tripled and vice versa 

o Costs 

 Real wages in mexico stagnated 

 Firms shifting multinational work to china 

 Andean community & Mercosur  not very effective 

 Union of South American Nations – 2008  modeled after US 

 Us-Dominican republic-central America FTA – 2005 (CAFTA) 

Trade Organisations – Asia-pacific 

 ANZCERTA – closer economic relations trade agreement  citizens of one country to work and 

live in the other 

 Association of southeast Asian nations, also ASEAN-China FTA 2002 

 Asia-pacific economic cooperation 1989 

 

 

  



LECTURE 8 – Corporate Social Responsibility of MNEs 
Cultural Intelligence 

 Ability to interpret and adapt successfully to different national, organisational and professional 

cultures 

 3 components: 

o Cognitive – knowledge of economic, legal, ethical, social cultures 

o Motivational – intrinsic desire to learn about different cultures and confidence to 

function in different situations 

o Behavioural – ability to use appropriate verbal/non-verbal actions 

Corporate Social Responsibility (CSR) 

 Commitment by organisations to balance financial performance with contributions to the 

quality of life of their employees, local community and society at large 

Global Stakeholders 

 Employee relations 

o Wages and benefits relative to home country standards 

o Attitudes toward employees of different gender, ethnicities 

o Existence of collective bargaining efforts 

o Laws for health, employee rights, safety 

o Norms of employee volunteering 

o Availability/comfort with open-door policies and management practices 

 Shareholder relations and corporate 

governance 

o Laws and regs 

o Stability and governance of stock 

exchanges 

o Willingness and ability to 

participate in shareholder 

meetings 

 Consumer relations 

o Laws and regs 

o Presense of power of consumer 

rights groups 

o Respect for product needs of 

subcultures and minority groups 

o Attitudes and accommodations for 

customers with disabilities 

o Eg. fair trade 

 Supplier issues 



o Ethical and social considerations 

o Prices 

o Availability and attitudes toward minority suppliers 

 Community issues 

o Norms 

o Expectations of community service and or philanthropy 

o Rights of indigenous people  

o Availability and quality of infrastructure 

 Environmental issues 

o Laws and regs 

o Availability of green electricity, recycled materials, other environmentally friendly inputs 

o Environmental 

expectations relative to 

those in home country 

National Competitiveness 

 Involves positive effects of socially 

responsible business practices on 

a nations economic success 

 RCI is measure of national 

competitiveness 

Global Development 

 Common issues – poverty, health 

care, voting, education, water 

quality, governance, rule of law, 

finance systems, climate change 

 UN corporate commitment to UN’s Global Compact 

 UN development goals 

Global Report Initiative (GRI) 

 Various indicators – product responsibility, society, 

economic, human rights, labour practices, environment 

etc 

  



LECTURE 9 – Environmental Responsibility 
Ozone Depletion 

 Refers to thinning of the stratospheric ozone layer – loss of earths protection from UV radiation 

 Ozone depleters are CFCs and halons – break down UV light, releasing chlorine which destroys 

stratospheric ozone molecules 

Controlling Ozone 

 Montreal protocol – called for 50% reduction of CFC consumption and production – 

amendments outline full phrase out 

o Australia well ahead of requirements 

 Interim multilateral fund – help developing nations develop CFC replacement technologies 

Economic Analysis of Ozone Depletion Policy 

 Benefit - $6.5trillion US through 2075 

 Costs - $27billion US through 2075  eg. impact on air con, fridges industries 

 EPA-commissioned study conducted by Rand Corporation investigated 3 alternative control 

approaches 

o Technology-based command and control approach 

o Fixed emission charges 

o Tradable emissions permit system 

Climate Change 

 Refers to major alteration in the climate measure such as temperature, wing, precipitation that 

is prolonged 

 Global warming – sunlight hits earths surface and radiates back into atmosphere where 

absorption by greenhouse gases heats atmosphere and warms earth  CO2 contributes a lot to 

GHGs 

 Policy development 

o Australian governments national 

framework for climate change 

society 

o Department of climate change and 

energy efficiency 

Policy Response to Climate Change 

 UN framework convention on climate 

change- agreement at 1992 Rio Summit 

dealing with global warning and air quality 

issues 



 Kyoto protocol 

 EU GHG trading program and carbon tax 

 

 

 

 

 

Economic Analysis of Climate Change Policy 

 Market failure analysis  

o Production of electricity using fossil fuels is associated with release of CO2 estimates – 

negative externality 

o Utilities using fossil fuels do not consider the external costs of CO2 emissions 

o Solution depends on government intervention 

 Pollution charge – fee that varies with amount of pollutants released eg. gasoline tax, btu tax, 

carbon tax 

 Tradable emissions scheme 

 

 

 

 

 

 

 

  



LECTURE 10 – Environmental Responsibility 2 
Sustainable Development as a Global Objective 

 Sustainable development: managing earths resources to assure long-term quality and 

abundance for future generations.  

Development that meets needs of the present without compromising the ability of future 

generations to meet their own needs 

 Relies on premise that economic growth and environmental quality must not be competing 

goals 

 Kuznets curve – early stages of industrialization linked 

with high pollution, advanced development has greater 

concern for environment 

 Framework: 

o UN conference on environment and development 

– rio summit 

o World summit on sustainable development 

o Rio+20 

Controlling Transboundary Pollution through International Agreements 

 Montreal protocol and amendments 

 London convention and 1996 protocol – prohibits dumping wastes 

 US-Canada  air quality agreement 

 International agreements – border 2012 and 2020 programs with US and Mexico 

International Trade and Environmental Protection 

 Free trade supporters argue nations should trade with one another because there are tangible 

gains 

 Protectionism supports using trade barriers to protect domestic economy from foreign 

competition because they believe trade can have negative consequences 

 Arguments: 

o Economic gains from trade will help poorer nations afford the costly clean up of 

environmental pollution 

o An improved economy can provide means to implement better environmental policy – 

kuznets curve 

International Trade Agreements and Environmental Goals 

 NAFTA – commitment to sustainable development, environmental protection 

 GATT – international treaty to reduce trade barriers 

 WTO – aimed to facilitate trade and oversee trade policy 

  



LECTURE 11 – Sustainable Approaches 
Industrial Ecology 

 Systems approach 

 Refers to a multidisciplinary, 

systems approach to the flow of 

energy and materials between 

production and the environment 

 Materials balance model 

 Question of whether flow of 

materials is linear/open or 

cyclical/closed? 

 

 Linear flow policies do not fully 

address long-run implications of 

pollution 

 Solution should consider cyclical flow – assumes that productive activity can be altered 

throughout the cycle to reduce environmental effects and that residuals (wastes/pollution) can 

be brought back into useful production 

Cyclical Flow in Practice 

 Life cycle assessment 

o Examines environmental impact of a product or process at all stages from resource use 

to disposal 

o 4 components: 

 Goal definition and scoping – describes product and environmental impacts to 

be assessed 

 Inventory analysis – analyses resource use and releases 

 Impact analysis – determines human and environmental effects 

 Interpretation – evaluates results and selects product/process 

 Industrial ecosystems 



o Wastes from one production process 

are used as inputs in another 

Pollution Prevention (P2) 

 Front-end strategy 

 Long-term, front-end strategy aimed at 

reducing or eliminating the toxicity and or the 

amount of residuals at their source 

 P2 differs from industrial ecology: 

o P2 limits waste by eliminating or 

minimising wastes, IE uses wastes as inputs 

o P2 says recycling not preventative, IE says it’s the solution 

o P2 needs government oversight, IE doesn’t 

o P2 uses efficiency as means to an end, IE views efficient resource use as an end 

Sustainable Initiatives & Programs 

 Extended product responsibility 

o All participants in the product chain are responsible for a products effect on the 

environment 

o Aka product stewardship 

 Design for the environment 

o Cyclical flow of materials 

 Green chemistry program 

o Promotes development and use of chemical technologies that achieve pollution 

prevention 

o Recognises the importance of a products life cycle in pollution prevention 

Global Info Sharing 

 Technology transfer – advancement and application of 

technologies and strategies on a global scale 

 Environmental literacy – awareness of the risks of pollution and 

natural resource depletion 

 

 

 

 



 

LECTURE 12 –Community Relations 
Community Stakeholders 

 Community: includes those member of a society who are aware of, concerned about or affected 

by the operations and output of the organisation 

 Issues of concern – pollution, land use, economic advantages, discrimination, exploitation of 

workers/consumers 

 Neighbour of choice – organisation that builds and sustains trust within the community 

Community Relations 

 Organisational function dedicated to building and maintaining relationships and trust within a 

community 

 BHP Billiton 2013 Annual Report – 1% of pre-tax profits to community programs,  

Responsibilities to Communities 

 Economic issues 

o Business vital to communities 

o Companies hire, train, buy supplies, raw materials etc 

o Companys departure can be devasting to local economy 

 Legal issues 

o Company must operate within legal and regulatory parameters 

o License to operate 

o Mega-retailers face rejection because they threaten ‘mum and pop’ small businesses 

 Ethical issues 

o Business leaders growing concern about taking responsibility for improving communities 

 improving education, public schools, development of mass transit, environmental 

initiatives 

 Philanthropic issues 

o Volunteer programs 

o Providing support for a cause 

o 4 major benefits: 

 Improves quality of life and helps make communities places where people want 

to live 

 Reduces government involvement through stakeholders who provide assistance 

 Develops employee leadership skills 

 Ethical cultures and values against organisational misconduct 

Strategic Philanthropy & Social Responsibility 

 Companies often consider philanthropy after meeting financial, legal and ethical obligations 



 Organisational accountability, performance and stakeholder accountability 

Stakeholders in Strategic Philanthropy 

 Synergetic use of an organisations core competencies and resources to address key 

stakeholders’ interests and to achieve both organisational and social benefits 

 Involves financial and non-financial contributions to stakeholders 

 Cause-related marketing 

 Concern of organisations is attracting, retaining quality employees 

 Strategic alignments with social causes of interest to customers can help to create 

differentiation 

 Organisations want to have good environmental image 

Benefits and implementation of Strategic Philanthropy 

 Benefits: 

o Advancing financial performance 

o Boosting employee motivation 

o Increasing customer loyalty 

o Enhaving corporate image and reputation 

o Reducing investor/executive conflict 

o Improving stakeholder relationships 

 Implementation needs endorsement and support of the CEO and top management 

 


