Stakeholder theory of Corporation (Freeman)
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Managing for Stakeholders  (Freeman Reading)

“Managing for stakeholders is about creating as much value as possible for stakeholders, without resorting to tradeoffs.”

“The basic idea is that businesses, and the executives who manage them, actually do and should create value for customers, suppliers, employees, communities, and financiers (or shareholders).  And, that we need to pay careful attention to how these relationships are managed and how value gets created for these stakeholders.”

Problems with traditional Stockholder model:

1. Resistant to change: dangerous to rely simply on stockholder satisfaction

2. Not consistent with the law: law does not simply uphold stockholder’s rights
3. Usually ignores ethics: the Separation Fallacy: business decision vs ethical decision
Three reasons that the separation of business and ethics is a fallacy:

Open questions: Questions which usually make sense, 

1. If this decision is made, for whom is value created and destroyed?

2. Who is harmed and/or benefited by this decision?

3. Whose rights are enabled and whose values are realized by this decision (and whose are not)

4. What kind of person will I become if I make this decision?

Integration Thesis:

Most business decisions, or sentences about business have some ethical content, or implicit ethical view.  Most ethical decisions, or sentences about ethics have some business content or implicit view about business.
Responsibility Principle: Most people, most of the time, want to, actually do, and should accept responsibility for the effects of their actions on others.

Executives: 
“To create value for stakeholders, executives must understand that business is fully situated in the realm of humanity.  Businesses are human institutions populated by real live complex human beings.  Stakeholders have names and faces and children.”
