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Course overview:
There is a clear intellectual underpinning for the use of a market-based economy: under certain conditions a competitive market system meets the needs of consumers, and does so efficiently. This is not a recent insight: it is the classical insight of Adam Smith and his idea of the invisible hand set out in 1776 in An Enquiry into the Nature and Causes of the Wealth of Nations. In a world where this insight holds, there is no conflict between maximizing shareholder value and maximizing stakeholder or social value: maximizing one attains the other. You do well (financially) by doing good (socially) – or as Smith put it you do good as a by-product of seeking to do well. 
In practice it is clear that matters do not always work out like this and that conflicts can arise between maximizing profits and doing what is good for stakeholders and society. Are these first or second-order effects? When do these conflicts arise? How serious are they? How can they be resolved? 

This course focuses on these timely and classical issues and looks both at the ideas behind them and cases of companies that have been affected by possible conflicts between shareholder and stakeholder values, and at how they have managed these conflicts. Overall I take an optimistic position: in more cases than not, you can do well by doing good – but this may require some innovative thinking. We will see some examples of such innovative thinking. 
Topic I: 
How does business affect society and the environment? 
Topic II: 
The actors – governments and NGOs

Topic III: 
The social responsibility of business

Topic IV: 
Socially responsible investing

Topic V: 
How does the environment affect business? 

Topic VI: 
Wrap up
General reading: 

David Baron, Business and its Environment, Prentice Hall 4th Edition, 2003.
Geoffrey Heal, Nature and the Marketplace, Island Press, 2000.

Course Outline 

Numbers at the end of a topic indicate the number of classes to be devoted to it. 
Topic I: How does business affect society and the environment? 

1. External effects and public goods: F. Bator, Anatomy of market failure, R. Coase, The Problem of Social cost, Heal chapter 2. 
2





2. Baron – Chapters on “Market and Non-Market Environments” and “Integrated Strategy”  1
3. Case - BP on climate change  1
Topic II: The actors – governments and NGOs

1. Government (Baron chapters on “Political theory and Government Institutions” and “Political Analysis for Business”) 1
2. NGOs (Baron chapters on “The News Media and Non-Market Issues” and “Private Non-Market Action”: Reinhardt forthcoming cases)  1
3. Case – The Case of an Environmental Impasse - Mining in Indonesia  1
Topic III: The social responsibility of business

1. Baron chapter on “Corporate Social Responsibility” and reading on child labor and low wages in LDCs 2

2. Case - Nike in South-East Asia. 1
3. Case - Levi Strauss & Co. Global Sourcing Guidelines 1/2
4. Case - Charles Veillon S.A. 1/2
5. Case - McDonalds and the Environment  1
Topic IV: Socially responsible investing
1. Geoffrey Heal, The Bottom Line to a Social Conscience, Financial Times July 2 2001. 

2. Dowell, G., Hart, S. and Yeung, B. (2000) "Do corporate global environmental standards create or destroy market value?", Management Science, August, 46, 8, 1059-1074.  
3. Case on Dow Jones Sustainability Index or others or speaker from Innovest etc. www.socialinvest.org, www.innovestgroup.com, www.sustainability-index.com  1
Topic V: How does the environment affect business? 

1. Michael Porter and Claas van der Linde, Green and Competitive: Ending the Stalement, Harvard Business Review

2. Forest Reinhardt, Bringing the Environment Down to Earth, Harvard Business Review
3. Geoffrey Heal,  Bundling Public and Private Goods, and Environmental Disaster – Not all Bad News, Financial Times, October 30 2000 2

4.  Cases on environment and business strategy – 
a. Starkist  1
b. CIBA Specialty Chemicals  1
Discussion on CITES (Commission on International Trade in Endangered Species) and whether to allow international trade in ivory 1 http://www.cites.org/eng/news/press/021004_ivory.shtml
http://www.cites.org/eng/news/press/cop12_presskit.pdf
http://www.cites.org/eng/news/press/021102_eledialogue.shtml
http://www.cites.org/eng/resols/10/10_9.shtml
http://www.cites.org/eng/news/press_release.shtml
http://www.worldwildlife.org/cites/pdfs/elephants_position.pdf
http://www.worldwildlife.org/cites/pdfs/african_elephant_factsheet.pdf
5. Discussion of Mitigation banking and  International Paper and endangered  woodpeckers: Ricardo Bayon in Milken Institute Review First Quarter 2002 A Bull Market in … Woodpeckers? and Wildlands Inc. www.wildlandsinc.com 2

6. Tourism – Case on CAMPFIRE www.campfire-zimbabwe.org, ecotourism and Earth Sanctuaries http://www.pc.gov.au/research/staffres/cmbiod/cmbiod.pdf (An Australian government review of Earth Sanctuaries) http://www.esl.com.au/index.htm  (The official Earth Sanctuaries web site)  See also Heal chapter 4.  1
Topic VI: Wrap up

1. Case - Reading Energy  1
2. Case - Merck and River Blindness 1
3. AIDS drug pricing and Malarial drugs  1
List of cases used: 
1. Global climate change and BP Amoco, Harvard Business School N9-700-106

2. The case of an environmental impasse, Harvard Business Review on Business and the Environment

3. Nike in southeast Asia, Stanford Business School case in Baron 

4. Levi Strauss & Co. Global Sourcing Guidelines, Stanford Business School case in Baron 

5. Charles Veillon, S.A. (A), Harvard Business School 9-398-011

6. McDonald’s and the Environment (A), Harvard Business School 9-391-108

7. Starkist (A) Harvard Business School 9-749-128
8. Ciba specialty chemicals, Harvard Business School N9-799-086

9. Ecotourism: a brief introduction, Harvard Business School, 9-700-099

10. The CAMPFIRE program – wildlife management in Zimbabwe, Harvard Business School 9-799-085

11. Reading Energy, Harvard Business School N9-794-102

12. Merck & Co., Inc A, B, C and D. The Business Enterprise Trust 9-99-021
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