CHAPTER 3

Ethics and Social Responsibility




Learning Outcomes

Explain the concept of ethical behavior

Describe ethical behavior in business

Discuss corporate social responsibility

Explain cause-related marketing




Determinants of a Civil Society?

Jane Barksdale has designed a line of clothing targeted toward
Hispanic Americans. The items are sold only by catalog and on the
Internet. She thinks that she can increase sales by claiming in ads that
the firm is owned by a Hispanic American and that all the company’s
employees are Hispanic Americans. She is not Hispanic American nor
are most of her employees. She needs a high level of sales to pay her
bank loan and remain in business.

What keeps our society in order?

Societal order is created through the six modes of social
control.




The Modes of Social Control

Ethics - moral principles or values that generally govern the conduct of an
individual or a group
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The Media — In an open democratic society, media plays a role in STOPPED FOR
informing the public about the actions of individuals and organizations—

both good and bad.
An Active Civil Society - An informed and engaged society can help shape C H ' L D R E
-

and mold individual and corporate behavior.

Laws - ethical rules and guidelines become are codified into law.

Formal and informal groups - Businesses, professional organizations,
clubs, and professional associations all have codes of conduct. All
prescribe acceptable and desirable behavior for members (NFL, Doctors,
Teachers, AMA)

Self-regulation — Involves the voluntary acceptance of standards
established by nongovernmental entities



How Students
Define Ethics

"Ethics has to do
with what my
feelings tell me is
right or wrong."

"Ethics has to do
with my religious
beliefs."

"Ethics consists of
the standards of
behavior our society
accepts."

"Being ethical is

doing what the law
requires.”

"I don't know what
the word means.”

e ... defining ethics is like
nailing Jell-O to a wall




Ethics Defined

O
-— -—
Ethics are the standards of behavior An ethics violation offends a Constitute the unwritten rules
by which conduct is judged. person’s sense of justice or fairness. developed to guide interactions.

Many ethical questions arise from balancing a
business’s need to produce profit for
shareholders against its desire to operate
honestly and with concern for environmental and
social issues.



Ethical Behavior in Marketing




Ethics in Business

The moral principles or values that generally
govern the conduct of an individual or group.

° Govern us when we are sharing resources and
honoring contracts

o Serve as guidelines on how to act rightly and justly
when faced with moral dilemmas.




Ethics

12 principles that form the basis of business ethics

Caring

Honesty Respect

Integrity Obeying the law

Keeping your promise Being a leader

Loyalty Accountable

Fair




The Influence of Personal Ethics

The ethical conduct of businesspeople is shaped by societal
elements, including family, education, and religious institutions.

Events
[Ny /

Religion Culture

In many cases, ethics is in the eye of the beholder.



All | Really Need to Know | Learned in Kindergarten
O ra S Sl s
ALL | REALLY NEED TO KNOW about how to live and what to do and how to be |
leamed in kindergarten. Wisdom was not Bat the top of the graduate-school moun-
tain, but there in the sandpile at Sunday School. These are the things | learned:

Share everything.
Play fair.

A person's standards of behavior or
beliefs concerning what is and is not ot i c
acceptable for them to do. s

Don't take things that aren't yours.

Say you're sorry when you hurt somebody.

As members of society, ot

businesspeople are morally obligated Worm i nd ik v od o

to consider the ethical implications of R ——T——

their decisions. s
o Morality is understanding the Take  ap everystenoon.

distinction between right and wrong and
living according to that understanding,
and ethics is the philosophy of how

that morality guides individual and group
behavior.

When you go out into the world, watch out for traffic,
hold hands, and stick together.

Be aware of wonder.




Ethical Marketing

Ethical marketing is a philosophy that informs
all marketing efforts.
o Moral standards that guides decisions and actions

It seeks to promote honesty, fairness, and
responsibility in all advertising.

Making marketing decisions that are morally
right.

Can encompass any part of marketing
including:

> Production

° Pricing

° Promotions
o Placement



Ethical Marketing

sEthical marketing is a philosophy that informs
all marketing efforts.

= Moral standards that quides decisions and actions

"|t seeks to promote honesty, fairness, and
responsibility in all advertising.

-Mﬂking marketing decisions that are morally
rignt.

=Can encompass any part of marketing
including:

= Production

= Pricing

= Promotions

= Placement



Principles of Ethical Marketing

s All marketing communications are truthful

=Marketing professionals abide by the highest standard of personal ethics.
=Advertising is clearly distinguished from news and entertainment content.
=Marketers should be transparent about who they pay to endorse their products.

=Consumers should be treated fairly based on the nature of the product and the nature of the
consumer (e.g. marketing to children).

=The privacy of the consumer should never be compromised.

=Marketers must comply with regulations and standards established by governmental and
professional organizations.

=Ethics should be discussed openly and honestly during all marketing decisions.



Most common unethical Marketing

Entertainment and gift giving
False or misleading advertising

Misrepresentation of goods, services, or
company capabilities

Lying to customers in order to get the sale

Manipulation of data (falsifying or misusing
statistics or information)

Misleading product or service warranties
Unfair manipulation of customers

Exploitation of children or disadvantaged
groups

Stereotypical portrayals of women, minority
groups, or senior citizens

Invasion of customer privacy
Sexually oriented advertising appeals
Product or service deception

Unsafe products or services

Price deceptione Price discriminatione Unfair
or inaccurate statements about competitorse
Smaller amounts of product in the same-size
packages



Ethical Marketing?

Everyone’s moral compass points in a slightly different
direction.

* What one person considers to be ethical or unethical might be different
than another's definition.

* Important for organizations to figure out where they draw their line in the
sand.
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Ethical Marketing?

Everyone’s moral compass points in a slightly different
direction.

* What one person considers to be ethical or unethical might be different
than another's definition.

* Important for organizations to figure out where they draw their line in the
sand.
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Issue of Food Labeling...
FOOD LABEL CHANGES

The U.S. Food and Drug Administration has proposed changes to food labeling, to reflect new
scientific discoveries and the link between diet and chronic diseases such as obesity. Serving sizes
would be updated to reflect how much people actually eat. The new design uses larger fonts to
emphasize certain information, such as calories per serving.

CURRENT LABEL
Nutrition Facts
Serving Size 273 cup (550)

Servings Per Container About 8
mlulm oo n s e e
Calories 230 Calosies from Fat 40
Total Fat 8g 12%
Saturated Fat 19 5%
Trans Fat 0g
Cholesterol Omg 0%
Sodium 160mg T%
Total Carbohydrate 379 12%
Dietary Fiber 4g 16%
Sugars 19
Protein 3
= ———————1
Vitamin A 10%
Vitamin C 8%
Calclum 20%
Iron 45%

* Parcent Dady Vialuss are based on & 2,000 calone det.

Servings in

larger,
bolder font

Updated
daily
values,
percentage
listed first

Change of
nutrients,
actual
amounts
declared

PROPOSED LABEL

Nutrition Facts

8 servings per container
Serving size 2/3 cup (55g)

230

Amount per 2/3 cup
-
Calories

% DV*
12% Total Fat 8g
5%  Saturated Fat 19
 Trans Fat 0g

0% Cholesterol 0mg
7% Sodium 160mg
2%
14%

'l'oul Carbs 379
bietary Fiber 49
Sugan 19

Added Sugars 0g

Protein 39
_ -

10% Vitamin D 2meg
20% Calcium 260mg
45% lron8mg
5% Potassium 235mg

* Footnote on Dadly Values (DV) and calories
referance 10 be inserted here,

Serving
sizes
updated
Caloriesin
larger font

New: Added
sugars
called out

NEW LABEL / WHAT’S DIFFERENT

Servings:

/Nutrition Facts

Iarger, | 8 servings per container

bolder type

Serving size 2/3 cup (55g9)|
sy

Amount per serving
230

Calories

Total Fat 8y
Satwrated Fat 1g
Trans Fal Og

* The % Dady Vaboe (DV) il you how much & nulsedd is

& Sy of food Contribubes 1o & Saly Sel. 2,000 catries |
| ey i sl o genenid sutritien asvics.

s.rvlng sizes
updated

__Caloties:

larger type

Updated







Julia Roberts had ads pulled

Now, Aura is our science.
NEW

TEINT MIRACLE

ATORL - BAFE SN PERFTCTION

LANCOME

PARIS




New Balance

New Balance said its shoe could help wearers burn
calories.

New Balance was accused of false advertising in
2011 over a sneaker range that it claimed could
help wearers burn calories, according to Reuters.
Studies found that there were no health benefits
from wearing the shoe.

The toning sneaker claimed to use hidden board
technology and was advertised as calorie burners
that activated the glutes, quads, hamstrings and
calves. Plaintiffs in the lawsuit claimed to have
been harmed and misled by the sneaker company.




Lumos Labs said Luminosity could help
prevent Dementia.

In January 2016, the makers of popular brain-training app
Luminosity were given a $2 million fine from the Federal Trade
Commission, which said the company deceived players with
"unfounded" advertising claims.

The app company made false claims about being able to help
prevent Alzheimer's disease, as well as aiding players to perform
better at school, the FTC found. Luminosity said in its ads that
people who played the games for more than 10 minutes, three
times a week would release their "full potential in every aspect of
life,” according to Time.




Eclipse said its gum could kill germs.

Eclipse gum claimed in its ads that its new
ingredient, magnolia bark extract, had germ-
killing properties.

A lawsuit brought by consumers alleged that the
ads were misleading, according to
Businessweek. Wrigley denied wrongdoing, but
was ordered to pay more than $6 million to a
fund that would reimburse consumers up to $10
each for the misleading product, in 2010.




Ethical Decision Making Influences

Factors that tend to influence ethical decision making and judgments.



https://www.classaction.org

Drugs & Supplements
(I v

Costco Fish Oil

Attorneys working with ClassAction.org would like to
speak with anyone who purchased Kirkland
Signature's Wild Alaskan Fish Oil from Costco. They
have reason to believe the supplement contains a
substantially lower amount of omega fatty acids than
its label advertises

Xarelto

Lawsuits have been filed alleging that the popular
blood thinner Xarelto can cause serious and
irreversible internal bleeding.

\,

Glucosamine Supplements

Attorneys have reason to believe that many
glucosamine supplements don't contain any
glucosamine sulfate at all. They want to determine
whether class action lawsuits can be filed - but first
need to speak with people who bought the products

Birth Defects

1f you were prescribed Zofran for morning sickness
and your child was born with a birth defect, you may
be eligible to receive compensation through a lawsuit.

MORE

Talcum Powder Cancer Lawsuit

Women across the country have filed lawsuits against
Johnson & Johnson alleging that the company's
talcum powders can cause ovarian cancer when used
near the genitals,

Additional Investigations

The drugs and supplements page has our full list of

investigations, as well a t ney nd blog posts.

TAKE ME THERE

Defective Products

I e

MoRt

€
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Exploding Pyrex Lawsuits LG Television Lawsuit Nutribullet Blade Problems

with ClassAction org have opened

the makers of the

tiple products sold under
that the glass may not be

a5 durable a3 it shouid be

Pressure Cooker Lawsuits

whether 3 dets
Maxi-Mati

Additional Investigations
Troy Bilt Pressure Washers




What Every Marketing Student Must
Understand!

Most companies will engage is

some form of misconduct MARTIN, T DISCOVERED NO ONE. THE STOCK
A DEADLY SAFETY FLAW | WOULD PLUNGE AND

> Warren Buffet said... “we just B e D e
o, . . . CAREER WOULD BE
hope it is small, and we find it RUINED.
quickly”
Because marketers engage in
behaviors impacting many BUT MY NEGLIGENCE
consumers/businesses, their CUETOMERE, o

I THE FIRST
DOZEN IS

potential to do harm and
ALLJAYS THE

opportunity to impact positively is
great.




Code of Ethics




Creating Ethical Guidelines

Creating ethics guidelines has several
advantages:

Help employees identify what their firm
recognizes as acceptable business practices.

Effective internal control on behavior, which is
more desirable than external controls like
government regulation.

Helps employees avoid confusion when
determining whether their decisions are
ethical.

The process of formulating the code of ethics
facilitates discussion among employees about
what is right and wrong and ultimately leads

to better decisions. o




Activia Yogurt




INSIDE THE LINES

THE NIKE
CODE OF ETHICS

Defining the NIKE, Inc. Playing Field and
the Rules of the Game

DO THE RIGHT THING




Attitudes About the Ethical Standards of Various Professions

Percent saying “very high" or “high”

Nurses 11 R, 3%
Grade school teachers ] 74%
Druggists. Pharmacists (ISR 1'%
Why do you feel marketers Military officers | ©s
o " Medical doctors N 64%
(advertising practitioners) rank Clergy S -
so low on this scale? Policemen [ 53%
sudges [ 46%
What can marketers do to Day-care providers [N 14%
. . . Bankers [ 35%
improve their ranking? Auto mechanics IR 25%
TV reporters I 23%
Newspaper reporters [N 22%
Nursing home operators [N 21%
Local officeholders N 20%
Lawyers [ 15%
Business executives [N 4%
State officeholders [N 2%
Congressmen [ 9%
Advertising practitioners [ 6%
Car salesmen [ 5%
Lobbyists [l 5%

o 1w 20 30 4 s0o 60 70 80 go




The Six Tests of Ethical Action

Ve
- e Would | want to see this in the media?
The Publicity Test
" 4
( A Id th d h do this?
e Would the person | admire the most do this~
The Moral Mentor Test P
" 4
( ) Id h d h d
. e Would | want the person | admire the most to SEE me doin
The Admired Observer Test this? P €
N 4
[ A Id | I for th
e Could I give a clear explanation for the action
The Transparency Test = .
5 4
( ) Id | be abl look h d If
. ) e Would | be able to look in the mirror and respect myse
The Person in the Mirror Test P Y
" 4
( A Id | lik b h d of th ?
e Would | like to be on the receiving end of this action~
The Golden Rule Test -

AN >




Corporate Social Responsibility

4 N

Discuss corporate
social responsibility

. /
P




Corporate Social Responsibility

Corporate social
responsibility (CSR) is a
business’s concern for
society’s welfare.

Responsibility in business 3?% Sflc.
refers to a firm’s concern for ﬁ
the way its decisions affect cNVIRONMENT
society.

PROFIT




Electric Company

SEEL her

EMPLOYEES

- Respect human rights
- Guarantee health and safety at work
- Develop skills and promote diversity

ENVIRONMENT

- Reduce the Group’s
environmental footprint

- Innovate for a circular economy

Q

Y

SOCIETY

- Act ethically USERS

- Ensure responsible purchasing - Provide sustainable solutions
- Enable access to electricity for all - Play a driving role in

the electrical sector



HERSHEY IS A LEADER IN SOCIAL RESPONSIBILITY

COCOA
SUSTAINABILITY

COCOA
SUSTAINABILITY
PLAN

2020 COMMITMENT

Hershey has announced that it will
source 100 percent certified cocoa for
all of its chocolate products around
the world by 2020.

COCOALINK

Ghana cocoa farmers have received
more than 100,000 messages related
to better farming and family
well-being during the first year of
Hershey's Cocoalink program.

HERSHEY'S
+o'§RER
LEARN TO GROW

Hershey's Learn to Grow program is
working to help train cocoa farmers
about crucial topics such as pest
management and working conditions
that will help increase crop yields and
farmer family incomes.

GREEN
INITIATIVES

GREEN FLEET

Hershey has recently expanded its
corporate fleet to include all electric
Nissan Leafs, saving money in fuel
costs and reinforcing the company's
commitment to the environment.

ZERO WASTE TO LANDFILL

Five of Hershey's manufacturing
plants as well as its Hershey's®
Chocolate World® facility and eastern
distribution center have achieved
“Zero-Waste-To-Landfill" status.

[

SUSTAINABILITY GOALS

Hershey has committed to reducing
waste by 25%, achieving a recycling
rate of 85%, reducing greenhouse gas
emissions by 13%, reducing water
consumption by 10%, and attaining
"Zero-Waste-To-Landfill" status at five
manufacturing plants.

EMPLOYEE
INVOLVEMENT

SALES ADVOCATES

The Hershey sales force was involved
in almost 60 events across the nation
that donated over $34,000 to nonprofit
organizations.

VOLUNTEERING

Hershey employees actively give back
to local organizations, volunteering
over 200,000 hours during 2012 with
causes ranging from supporting
women and children to Habitat for
Humanity.

ENGAGEMENT

Hershey employees believe in The
Hershey Company and its products. In
a recent employee survey 96% of
employees were proud of the
Company's reputation while 92%
believed Hershey's products were the
best a consumer could buy.*

*"Many Voices, One Hershey Global
Employee Survey”

GIVING BACK

ST,

MILTON HERSHEY SCHOOL

Milton Hershey School, established by
Milton Hershey in 1909 with his School
Trust, provides a quality education,
housing, and medical care at no cost
to children in social and financial
need. Students at MHS are direct
beneficiaries of The Hershey
Company's success, as the School
Trust's assets include 30% ownership
in the company.

UNITED WAY

In 2012 Hershey employees and
retirees raised more than $2.4 million,
including donations from employees in
the U.S., Canada, Mexico, Philippines,
and China, for United Way, an
organization Hershey has supported
since 1932.

Children’s
Mir: cle‘ Network
Hospitals

CHILDREN'S MIRACLE
NETWORK

Since 1985 Hershey has raised more
than $3.6 million for Children’s
Miracle Network, an international
non-profit organization that has
affiliations with 170 children's
hospitals.

RECOGNITION

|, Dow Jones
(. Sustainability Indexes

Member 201213

DOW JONES
SUSTAINABILITY INDEX

Hershey was selected to the Dow
Jones Sustainability North America
Index, one of seven North American
companies from the Food & Beverage
category in this year’s index and one of
only 17 companies added in 2012.

SUSTAINABILITY
ACCOUNTING
STANDARDS BOARD

Hershey has joined the Advisory
Council as part of the newly founded
Sustainability Accounting Standards
Board, working to develop reporting
standards for the food and beverage
industry that will support greater
transparency.

i
8

NEWSWEEK GREEN
RANKINGS

Hershey moved up 172 spots in the
Newsweek Green Rankings; #7 in the

Food and Beverage peer set (up from
#20in 2011).**

472012 Newsweek Green Rankings”




Corporate Social Responsibility

It is the right thing to do Takes focus away from making
. profits
Businesses have the resources to
devote to fixing social problems Business executives spend
, shareholder money on
Prevents government regulation e T

and potential fines
, Better to pay dividend to
It can be profitable shareholders, then give money

away



Sustainability

The idea that socially

responsible companies will
outperform their peers by
focusing on the world’s
social problems and viewing
them as opportunities to
build profits and help the
world at the same time.




The beginning of the end of workplace harassment and
inequality

Expanding the diversity conversation

Focused and forward-thinking brand activism (Nike —
Colin Kaepernick)

2018 trends in CSR
More CSR in the C-Suite

Higher standards for suppliers

Prioritizing privacy and data protection




SUSTAINABLE £ > &
@ DEVELOPMENT =;»’ALS

SUSTAINABLE
DEVELOPMENT
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People Tree were voted the
Number 1 Best Buy for
Alternative Clothing!

People Tree

Sustainable and Fair Trade Fashion

RETURN
PACKAGING

WE M A K E — ‘\ it | 10 US
EVERYDAY PRODUCTS K =B i
THAT GIVE BACK

T0 SEVEN AREAS

FOR GOOD

AROUND THE GLOBE.

a3adwvis
139




SF Giants New Organic Garden







-

"Now the earth can enjoy
them as much as youdo."

We re L_l.y_l,m
up 1o outr name.

S‘UJ\C‘\LP?* Snacks are now made with
the help cf solat energy in California.

)

Peel it off
and try it
for yourself.

45



Green

— Companies must try to educate customers
of environmental benefits




say hello to
method laundry

Green marketing companies seek to go above
and beyond traditional marketing by
promoting environmental core values in the
hope that consumers will associate these
values with their company or brand.

Engaging in these sustainable activities can
lead to creating a new product line that caters
to a new target market.



Recyclable bottle

= I made with up 1o
30% less plastic*

than our pre
label
el

easy to carry

— |& flexible so it's

48
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» Refers to a type of marketing involving the cooperative efforts
of a "for profit" business and a non-profit organization for
mutual benefit.

* Any type of marketing effort for social and other charitable
causes

— Marriot and March of Dimes
— Yoplait “Save lids, save lives” - Susan G. Komen
— Cheerios and American Hearth Association
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CONO.N.IO

30K IN30DAYS
THIS HOLIDAY SEASON

HELP TOMS GIVE

s
== 350,000

TOMS

PAIRS OF SHOES
O TO CHILDREN IN

) ETHEQPEA

t"ﬂ- 5 AT TOMSSHOES COM FRIE
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*Up to $500,000. Must activate donation online at

awnSavesWildlife.com.

each) to two wildlife organizations - t

Re rch Center (IBRRC) and the Marine Mammal Center (MMC)
- and we are thrilled with the amazing support we have received
from thousands of Everyday Wildlife Champions just like you.

The Dawn Saves Wildlife website is currently being updated.
though we e ed our $500,000 goal, p 2 be
assured that you can still activate your donations (which will ¢
towards an additional $1 for each activation) while the we
being updated. Thanks for your patience as we update our
website and thank you for your continued support of Dawn!

Official Program Rules Freguently Asked Question

53



54






Bioengineering Ethics




