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Abstract

In this paper a theoretical model is proposed tithpurpose of exploring, from an ethical pointigw,

the relations between the Stakeholder Managemeabryh(SMT) and the Firm System Theory (FST).
The latter is part of the Italian studies e€onomia aziendald-rom this perspectivazienda(any private

and public organization) is seen as an open, sghiergystem where any constituent part and fundson
strictly connected each other. Proposing a thezaetnodel where the SMT is included in the FSTsis-u

ful in order to gain a better understanding of ¢éixplanatory power of the FST. Indeed, the FST could
provide both to face the problem of dichotomy beteconomic success and ethics and to enlarge the
perspective of SMT towards a systemic view of eooigoorganization. In this way a four-principle
model of extended SMT is derived. This could befulg® understand ethical position and view of any
stakeholder of a company without undermine spendimire and working of original SMT

! This paper (a slightly modified version to thagégented at conferences) has been presented at Bome,
5-7 October 2006, for The Good Company Symposiugamized by Pontificia Universita San Tommaso
(Angelicum) for the VI° International Symposium @atholic Social Thought and Management Educa-
tion. It is an English modified version of the paptStakeholder theory ed economia aziendale, $punt
sulla relazione fra etica ed equilibri aziendafitesented to the IV “European Symposium of Univgrsi
Professors” at Rome on 22-25th June 2006 and fngloli;n “Responsabilita Sociale d’'Impresa e Nuovo
Umanesimo (Bettini E. and Moscarini F., editorsiyblished by San Giorgio Editrice, Rome, 2008.
Thanks to the publisher of this Italian first versifor the kind permission and to Dr Silvana Sigrior

her helpful comments, although it should be undedthat | take sole responsibility for what is tvem
here. The Italian term economia aziendale has beea translated as business economics. The Anglo-
Saxon academic world contains no discipline thatasponds exactly to the Italian economia azienaale
term that has been translated in a variety of wagsthis reason, the Italian term will be usetraes.
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1 — Introduction?

Although the stereotype of so-called “business alfityt has long been superceded
two fundamental questions regarding the role ofcetin company management re-
main to be examined:

1. To what extent are there economic advantagesiig ethical?

2. Which theories best describe such situationscfgeive aspect) and what are the
implications regarding management choices (norraagpect)?

The relationship between ethics and competitivesse lies at the very heart of a
number of theories explaining and guiding entrepoeial decision-making. This is es-
pecially true of SMY, which rejects any separation between ethics asthess (Free-
man 1994).

Given the tendency nowadays to speak of stakelgltes implications of SMT re-
garding the relationship between ethics and busisbsuld be examined in depth. It is
particularly important to avoid making the iderdétion of competitive success and eth-
ics into a kind of generic “slogan”, vague and addpuncritically, and thereby going
the way of so many distorted interpretations ohhibie approach and the definition it-
self of stakehold&r

The intention of this work, for the most part notiwe, is to show how the concept
of a company as a “stakeholder systémay help in dealing better with the relation-
ship between company ethics and SMT. This is ualernt using certain aspects of

2 Any analysis of company management will have aspiat are both normative and descriptive. In the
present work, empirical-descriptive analyses haaenleft in brackets, though in the full knowledbat

all considerations put forward here constitute aatistg-point for essential empirical investigationthe
future.

3 This development has been simple enough at a chelibgical level and within the historical analysis
economic thinking. However, it has been more diffién terms of real-life application, not simpleb
cause a stereotype cannot always be easily attaokddgic but also due to business at times being
undertaken in degraded contexts where ethics atedjality are frequently not respected.

4 Ethics are here referred to in very general tegusgering any form of ethical duty with a doctrire-

sis. Moreover, the details of the distinction betweethics and morals (starting with Hegel's observa
tions) are not entered into here.

5 Starting with Freeman and Reed (1983) and Freea8%.

® “The term “stakeholder” is a powerful one. Thiglige, to a significant degree, to its conceptuzéditte
The term means many different things to many dffiepeople and hence evokes praise or scorn from a
wide different variety of scholars and practitionef myriad academic disciplines and backgroundshS
breadth of interpretation, though one of stakehottieory’s greatest strengths, is also one of ibstm
prominent theoretical liabilities as a topic ofseaed discourse. Much of the power of stakeholusory

is a direct result of the fact that, when used legvely, its managerial prescriptions and imptions
are nearly limitless.” Phillips, Freeman and Wi¢R603), p.479.

" This concept has also been put forward in Rus@d0§a) in connection with unions as stakeholdérs. |
is used again to examine the ethics of accountplithcuments in Rusconi (2006b), in Arena (2006).
This approach is also in Rusconi (2009), in ordegxamine the relationships between ethics and eemp
titive success.
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SMT as well as with reference to the system-baggdoach in the classic Italian tradi-
tion of economia aziendale

Having dealt with the general characteristics of TSMhd, in greater depth, their re-
lationship to ethics, the intention is to proposegtaphorically speaking, a type of
merger inasmuch as FST allows for a broader view of iess studies when compared
to managerial theories such as SMT. Continuinghis way, the relationship between
competitive success and ethical values in the afézT will be examined, drawing a
distinction between strategic and absolute ethics.

The successive systemic extension of SMT theorylewhaintaining the central
role of top management as “upholding equilibriunmiang stakeholders, will also ex-
amine the ethical problems arising for individukgholders when relating to others.
Such intellectual operation proves additionallyfukm aiding a better understanding of
business systems by top management itself.

Finally, attention is drawn to the need to cargf@Valuate concepts and sugges-
tions put forward here on the basis of empiricategch.

2 — Remarks on SMT in the context of business ethac

In recent years, there has been an exaggeratedbspriead, frequently confused, use of
the word “stakeholder”. With regard to this alseé&man, who has widely employed
this concept in his studies, has called for avgdimisleading interpretations” of the
stakeholder concept

The relationship between ethics and business repies key issue of the SMT. As
it has seen SMT has arisen out of the context ofagerial studies. Further, it consti-

8 In this instance discussion is limited to the compaut, mutatis mutandis, the process could aéso b
extended to cover the entire complex of econongamizations.
% See especially:

Table 2 — What Stakeholder Theory is NOT

Critical Distortions Friendly Misinterpretations
Stakeholder theory is an excuse for manggstakeholder theory requires changes to cur-
rial opportunism (Jensen 2000; Marcourent law (Hendry 2001 a; 2001 b; Van Buren
2000; Sternberg 2000) 2001)
Stakeholder theory cannot provide a suffistakeholder theory is socialism and refers to
ciently specific objective function for the carthe entire economy (Barnett 1997; Huttpn
poration (Jensen 2000) 1995; Rustin 1997)
Stakeholder theory is primarily concerng&takeholder theory is a comprehensive moral
with distribution of financial outputs (Mar-doctrine (Orts and Strudler 2002)
coux 2000)
All stakeholders must be treated equall@takeholder theory applies only to corpora-
(Gioia 1999; Marcoux 2000; Sternberg 2000}ion (Donaldson and Preston 1995)

(Phillips et al., 2003: 482).
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tutes a theory of management, often defined sirapljfa good ided®, that sets out to

widen the perspective in which corporate strategiesformulated, shifting the focus

from increasing shareholder wealth to the maximizetl-being of everyone who is in
some way involved in the enterprise

More recent papers have also overturned the coméepbbalization geared exclu-
sively to realizing more or less immediate proffigposingnstead that in the long run
this process necessitates an approach aimed ammang the well-being of all stake-
holders, obviously including shareholders, rattemt maximizing company value for
shareholders alofe From its very beginning, the basic idea of SMTswatcompany
survival and development is conditional upon an @uass of everyone involved in
some way in the company

In the area of the theory under consideration follewing questions arise regard-
ing the relationship between ethics and businessess:

1. do possibly divergent interpretations of théakmlder concept exist?

2. how might stakeholders be identified?

3. how does SMT relate to shareholder rights?

4. how is it possible to bring about the deeplyngigant blending of ethics and suc-
cess-based strategy that for Freeman and othéumdamental to overcoming the
“Stakeholder Paradox”?

5. does an ethical hierarchy exist for stakeholder; if so, what is it?

6. what would be the “sound philosophical foundatiof SMT?

3 — The relationship between ethics and strategy iIBMT: interested
parties or with legitimate expectations?

3.1 —Different basic interpretations of the stakeholdeoncept

Insofar as it concerns itself with the behaviotaf management relative to all stake-
holders, SMT representsdescriptivestudy, though it includes mormativeaspect as
well. This is because, to put it simply, SMT alstistthe manager “what to dd” This
normative aspect may assume a characténsifumental hypothesi§ or uncondi-

10 A concept repeated by Freeman also during confessimcBergamo (2004) on the “History, develop-
ment and problems of the stakeholder approach’irm@@tania (see note 7).

1 Freeman proposes a new concept of Capitalism, baged an entrepreneurial approach aimed at
maximising “stakeholder well-being”, a concept widevalue. Freeman, Wicks and Parmar (2006).

12 Freeman, Harrison and Wicks (2006), Chapter 2.

13 A characteristic common to all management theadylausiness theory in general, is to link descrip-
tive and normative approaches so as to becometaimealusly a study in behaviour and politics as well
as a guide to action.

14 Consider this type of statement: “if yaiantto obtain certain results you must implement ychaices
in this way”.
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tional ethics linked to a scale of values. However, statingt tthee best route to
competitive company success is to respect theiregfié needs of all stakeholders,
could well imply that ethics are no more than gbodiness, setting aside any ethical
principles of company management: this is veryedght to saying that ethics should be
respected and mayso be considered good business.

In the former case, it is possible to speak ofretrumentalinterpretation by the
stakeholder, while in the latter, athicalinterpretation.

If an instrumentalpoint of view is carried to extreme, though poiait logical,
consequences, the stakeholder approach may becwrmdre than” the best route to
maximizing shareholder profits: effectively becomennew tool for maximizing wealth
for shareholders, though of greater efficiency thdrer approaches.

Such an interpretation may lead to two consequences
a) should there be compatibility between ethics #@ndiness success, long term

“goodness and earnings” keep step with each ofter.end result is that sharehold-

ers, as well as other stakeholders, are happy eeyane lives in the “best of all

possible worlds”, to paraphrase the optimism ofbhéz, the 1¥-18" Century

German philosophé;

b) if such compatibility is lacking in business wans, everything becomes more
complex. Therefore, should this second possihildibe taken into account, there is

a risk of having to deal with reality on the basfsnsufficient knowledge and in-

adequate means of analysis.

On the other hand, the aim of athical interpretatiof® is to explain how the top
manager, also a stakeholder, may carry out higathduties; from this point of view,
the pursual of legitimate stakeholder interest®eigqtions becomes a moral value in it-
self.

However, if such an approach is interpreted bailyuns the risk of “tying up”
management in a tangle of rules and prohibitiors.avoid this, there should be an
appropriate scale of values and effective use @fsgiecific technical skills of whoever
works within the company.

The presence of potential differences in valuedanegtlated technical decisions
should not be viewed as off-putting: consider, &xample, the ethical and politi-
cal/trade-union debate regarding greater or lgsseers of dismissal. Especially in to-
day’s pluralistic society, it would effectively lg@ao paralysis to think that the stake-

15 About theoretical implications and faults of thigotimism” see Rusconi (2009).

18 “Thesis 3: Although Theses 1 and 2 are signifiaspgects of the stakeholder theory, its fundamental
basis isnormative and involves acceptance of the following ideapStakeholders are persons or groups
with legitimate interests in procedural and/or sabtve aspects of corporate activity. Stakeholdees
identified bytheir interests in the corporation, whether the corponahas any corresponding functional
interest inthem.

(b) The interests of all stakeholders areirgfinsic value. That is, each group of stakeholders merits
consideration for its own sake and not merely bgeaf its ability to further the interests of soother
group, such as the shareowners” Donaldson e Prék¥@5), p. 67
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holder approach can function only in those instangbere everyone shares the same
system of ethical values in its entirety: SMT maisb be able to deal with situations in
which stakeholders differ over certain values.

3.2 —The “boundaries for stakeholder identification”

The difference between instrumental and ethicarpretations also influences the an-
swer to the question: who are the stakeholderdvedadn the company?

Contrasting tendencies between a “narrow” or “btod@ew'’ have been present
since the very beginnings of SMT. An instrumenfgir@ach would tend to consider the
stakeholder as anyone with whom it is necessargdch a deal in order to favor the
competitive success of the enterprise, while arc&tlapproach identifies stakeholders
as being linked exclusively to specific legitimatéerests and/or rights. Taking the in-
strumental approach to an extreme, even a tergnastp or a criminal organization in-
volved in extortion could be viewed as stakeholderbe satisfied, whereas an aban-
doned child or a worker with no legal-contractuadtpction might fail to be considered
one!

3.3 —The stakeholder approach and shareholder rights

The ethics-stakeholder relationship also signifilsampacts on the position of share-
holderd®. For some theorists this carries implications reigg the so-called “Stake-
holder Paradox”, and thus: “Managers who would peira multi-fiduciary stakeholder
orientation for their companies must face resisgtdnem those who believe that a stra-
tegic orientation is the onlggitimate (author’s note: in italics in the original texthe

for business to adopt, given the economic missiahlagal constitution of the modern
corporation. This may be disorienting since the dvbllegitimate” has clear negative
ethical connotations, and yet the multi-fiduciappeoach is often defended on ethical
grounds. | will refer to this anomalous situatistheStakeholder Paradoxauthor’'s
note: in italics in the original text)....l call ths paradox because it says there is an

17 «Broad or narrow view? Windsor (1992) correctly points out that stakeloldheorists differ conside-
rably on whether they take a broad or narrow viéwa @irm’'s stakeholder universe. Freeman and Reed
(1983) recognized early on that there would beossridifferences of opinion about broad versus marro
definitions of “Who or What Really Counts”. Theirdad definition of stakeholder as an individual or
group who “can affect the achievement of an orgeiitn’s objectives or who is affected by the achiev
ment of an organization’s objectives (1983:91)iitually identical to Freeman’s (1984) definitioAnd
their narrow definition reverted to the languagehaf Stanford Research Institute (1963), defintades
holders as those groups “on which the organizaiatependent for its continued survival” (1983:91)”
Mitchell, Agle e Wood (1997), p.856.

18 No problem of this type exists for the instrumential, because, all things considered, it is foedss
upon applying the stakeholder approach specificalps to maximise company value for shareholders.
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ethical problem whichever approach management t&tbgs seems both to forbid and
to demand a strategic, profit-maximizing mind-&et”

Goodpaster’s viewpoint (1991), quoted here, stdkes use of the stakeholder con-
cept and confirms the existence of ethical dutbegatds them. However, he distances
himself from the original interpretation of SMTashg that: “Taking business ethics se-
riously need not mean that management bada#ional (author’'s note: in italics in the
original text)fiduciary relationship to third parties (non stoolder constituencies) as
multi-fiduciary stakeholder synthesis suggestsndty mean that there are morally sig-
nificant nonfiduciary (author’s note: in italics in the original textpl@ations to third
parties surrounding any fiduciary relationstigee Figure 1) Such moral obligations
may be owed by private individuals as well as geva sector organizations to those
whose freedom and well-being is affected by thean®mic behaviour. It is these very
obligations in fact (the duty not to harm or coearel duties not to lie, cheat, or steal)
that are cited in regulatory, legislative, and quai arguments for constraining profit-
driven business activities. These obligations are“hypothetical” or contingent or in-
direct, as they would be on the strategic modeh(@ts note: here Goodpaster is refer-
ring to an exclusively instrumental view of stakigleo theory), wherein they are only
subject to the corporation’s interests being méeyTare “categorical” or direct. They
are not rooted in thigduciary (author’s note: in italics in the original texélationship,
but in other relationships at least as deep.

Figure 1.Direct managerial obligatiorfd

Fiduciary Non-fiduciary
Stockholder X
Other stakeholders X

On the other hand, Freeman notes that the “Statten&aradox” is a logical conse-
quence of the “Separation Thesis”, to which he remt$ the statement that any entre-
preneurial action inevitably possesses an ethamect”.

Thus, the profit-unconditional ethics dualism tleaerges from the above state-
ments is dealt with by SMT according to the logidtee absolute interdependence of

19 Goodpaster (1991), p.63.
20 |bid, p.67.

2! Freeman (1994) states (p. 410) that Goodpastée gghtly points out that neither a wholly strateg
stakeholder approach can exist, “business withahic®, nor one that is exclusively ethical-
multifiduciary, in that it would bring the privatector of the economy to an end, through “ethi¢cbout
business”. However, Freeman refutes the so-calBsparation Thesis” which states that “The discourse
of business and the discourse of ethics can baatepaso that sentences like, “X is a businesssideci
have no moral content, and “x is a moral decisibave no business content”. On the contrary, heshold
that “ ...There is always a context to business $hemmd that context is moral in nature. In is ooyyre-
cognizing the moral presuppositions of businesertheefining them, testing them by living diffetén

and revising them that we can invent and reinvetieb ways of live”. Freeman (1994), p.412.

Economia Aziendale®™™ . 35009 73



ethics and business success. In placing SMT withenFST of the Italian tradition of
business studies, an attempt will be made, begjwith the above-mentioned view, to
deal with several critical aspects requiring analys

3.4 —Problems arising from the concept of an essentiality between
ethics and success strategy

The following, closely connected, questions shdiddsked:

a) In what way does the strategic approach to £thycSMT differ from one that is en-
tirely instrumental?

b) What action should be taken in the event ofa@rd environmental degradation?

c) How should ethical pluralism be handled?

SMT and any purely instrumental generic approadreskthe idea that there is in-
herent complexity in the analysis and search fanilégium regarding stakeholder re-
quirements. It should not be limited just to whateis involved in maximizing share-
holder wealth. The key difference is that a purestrumental approach does not ques-
tion the ethical value of what is done for stakdlko$, whereas SMT insists on the exis-
tence of a close link between ethics and business.

However, the statement that in the long term theran inevitable coincidence of
ethics and business can become little more thamgles slogan, impeding an in-depth
understanding of SMT and its problems. An examamatf points b) and c), above,
should help in dealing better with these problems.

Regarding b), consider the context of a degradetbsronomic-civil environment
in which ethics play a negligible role and whereréhmay even be a widespread disre-
gard for law itself, leading to competitive disadtages for law-abiding citizens. This is
the case, for example, with black-economy labor etzasion and corruption, when they
are systematic and go unpunished. In such instaacesperficial and instrumental ap-
proach to stakeholders might even risk “erodirg’ tespect for law and current ethics
indicated by Friedman (1970) in his article in white proclaims the exclusiveness of
maximizing shareholder profits!

What would become of SMT instead? There is no imatedanswer, but the prob-
lem can be expressed in this way: even the devedaeSMT? state that the theory it-
self does not give rise to ethical principles, spdhciples being pre-existent and poten-
tially of varying types. Therefore, if certain priples can be seen as fundamental, gen-
eral, pre-existent and possibly of varying typégré is no reason not to allow for the

22 «stakeholder theory is not intended to provideaaswer to all moral questions. Stakeholder-based

obligations do not even take precedence in all heprastions in an organizational context. Violatiaxf

the human rights of a constituency group by comiakarganizations and the gratuitous destruction of
the natural environment are morally wrong, but sjutfyements rely on concepts outside of stakeholder
theory as herein delimited”. Phillips, Freeman &vidks (2003), p. 493.
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existence of strategic choices that may be corsideénmoral according to the con-
science of top management, but which “delifeaincially”.

Point c), on the other hand, relates to the plsmalof current ethiéd. Speaking of
“current” ethics, as in the case of Friedman (1960example, could lead to a particu-
lar “moderated” relativistic position, stating thmbral principles hold true for everyone
but only within a defined cultural context. Moreoythis would be in contrast to “radi-
cal” and individualistic relativisif, as well as to the existence of objective and emiv
sal moral values. There are strong objections it fbrm of “cultural” relativism, in-
cluding those based on the so-called “fallacy aiursism™. But setting aside the
logical criticism of moderated relativism, the faemains that the coexistence of vari-
ous “current” ethics within a single environm@nmneans that individuals with differing
moral principles operate within the same economicldv In certain cases this could
lead differing competitive results in relationsipthe ethical principles followed. Thus
the instrumental approach runs analogous riskhdset at point b), while the question
needs to be asked as to what happens to SMT wkerothpany decision-maker’s cur-
rent ethics differ to those of others within thensaenvironment. An attempt will be
made to answer this question further on, but ferrttoment the problem of the ethical
hierarchy of stakeholders should be considered.

3.5 —Does an ethical hierarchy exist for stakeholdersdnf so, what is
it?

The instrumental approach finds no particular problwith any possible “hierarchy”
among stakeholders. In this instance, it is aciuhie search for competitive equilib-
rium that determines the behavior of whoever isgall to maximize stakeholder bene-
fits, albeit from a viewpoint not focused shortdegtly on short-term profits.

In the case of an ethical interpretation, on theephand, it might well happen that
the top manager, in laying out a stakeholder “Aaphd formulating his strategies,
finds himself having to give more weight to theilegate expectations of a stakeholder
with little or no voice, than to the demands of arenpowerful stakeholder: for exam-
ple, a community might pressure a company not tpleyn at a managerial level, peo-
ple discriminated against for reasons of sex, i@ligr being from a particular ethnic-
linguistic group. In what way, here, does SMT diffeom the straightforward instru-
mental application of the stakeholder approach?

%3 Consider the differing positions held by bioethicgeligious differences.
24 Regarding these comments, see Rusconi (199761383

% The “fallacy of naturalism” (see the philosopheodfe (1903)) exists whenever a logical path is fol-
lowed, transforming a statement of a fact (suchtag group of people hold these moral princip)eisi-
to a general truth. Regarding moderated ethicativedm, see Bowie (1993).

26 A fact that is increasingly marked these days atsa result of globalisation.
27 Regarding the stakeholder map, see Freeman (1984).
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Essentially, this problem represents an aspecthatt \Wwas been noted previously as
to how, and under which conditions, SMT is abléudd strategies in which ethics and
success are intrinsically linked. It should espéclze taken into account that:

1. if there is complete coincidence between cortipetsuccess and respect for those
stakeholders considered legitimate, avoiding conflith those not considered
such, no problems arise, although this is alsoitr@epurely instrumental context;

2. if satisfying the demands of non-legitimate staiders conflicts with meeting
those of legitimate ones, it should be borne indtirat foregoing the satisfaction of
non-legitimate stakeholders could bring about cditipe disadvantages, especially
in a context of social and environmental degrad&ljo

3. in the event of conflict between legitimate stadiders of differing “weight” and
influence, should mediation not prove possiblepuese should be made to a hierar-
chy of ethical values. Such values should be obeend uninfluenced by competi-
tive success, even if helped by those with tectiskiéis within the comparfy.

Therefore, SMT is distinguishable from a purelytinmental interpretation pro-
vided that:

a. there is no prior assumption that a convergert@een ethics and strategic success
exists in all cases;

b. the ethical role in competitive success strategs evaluated in a way that is not
ethically self referential;

c. in any case, space is left for stakeholder fseedf initiative in pursuing their own
interests by means of such technical skills asisedul to a civilized society.

All of the above, and in particular point c), yetlde dealt with, bring to mind the re-
lationship betweeerconomia aziendalend ethics as proposed within Firm System The-
ory (FST). However, it should first be determinetlether or not SMT represents an
ethical theory in a real sense and, if so, to velént.

3.6 —What would be the “sound philosophical foundatiordf SMT?

Certain studies have underlined the lack of a squmibsophical foundation on which
to base the stakeholder concept, proposing theoiisarious theories as a remélly

28 5 company that rejects corruption and agreemeitts avganized crime might find its survival seriou-
sly at risk.

2 1o give two simple examples: it is perfectly légéte for shareholders to expect high dividends, bu
not at the expense of basic human rights; an erapldgy quite right to expect a pay rise, but thisusth
not impact negatively upon the basic legitimateeztations of consumers or subcontracted workers.

30 Argandona (1998) holds that the stakeholder ambrdmsufficient in dealing with the dichotomy bet-
ween ultraliberal individualism and collectivismoWever, it lacks a sound ethical foundation, wHimh
him is identifiable as the theory of the Common Gas developed in the context of the Catholic
Church’s Social Doctrine. Rusconi (2002) subscriioashat is stated above, although it limits thesaof
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Freeman (1994) notes regarding the presence @asdnable pluralism” of “normative
cores” to which the manager may refer when applyfregstakeholder approgchThe
stark statement that SM% not “a comprehensive moral theoR?’should also be kept
in mind, since it is specifically an instrument foanagement and ethical strategies.

This has certain significant implications:

a. to be considered such, an ethical approactakelsblders should be conditioned by
those theories (such as the Common Good) in whishpiossible to avoid consider-
ing stakeholders simply as interested parties t@auated on the basis of their
“weight” in competitive success;

b. the question arises as to how, and to what exéthics interact with SMT. Al-
though this theory views competitive success asllyslinked to a respect for eth-
ics, that does not render it an “a priori” factoye in all instances, but rather in-
volves an articulated process. In the final analysiis process implies an under-
standing of what is meant by a company systemrimdeof synergy and how the
socio-economic-cultural system functions, of whidis part;

c. in particular, not only should the ethics of thecision-maker regarding company
strategy be considered, but also those of all btkers within the company sys-
tem.

All of this, though especially points b) and c)dicate how important it is to con-
sider ethics in relation to the theory of the compas an open systéf which has
been developed within the context of Italeconomia aziendale

study to the right to information of stakeholdersoware “weak” or “without voice” in compiling the
company’s social accounts.

Freeman (1994), p. 414. In the same work thegetéble with three differing “normative cores” piess
ble for SMT, according to “A Reasonable Pluralisr®@octrine of Fair Contracts, Feminist Standpoint
Theory and Ecological Principles.

32 Phillips, Freeman and Wicks (2003), p. 493. Indhee work there is a diagram summing up the va-
rious ethical-normative points of view that liethe basis of stakeholder theory: “Figure 1 - Noiwat
justifications for stakeholder theory

Author Normative Core

Argandona (1998) Common Good

Burton e Dunn (1996) Feminist Ethics

Wicks, Gilbert e Freeman (1994)

Clarkson (1994) Risk

Donaldson e Dunfee (1999) Integrative Social Canffdeory
Donaldson e Preston (1995) Property Rights

Evan e Freeman (1993) Kantianism

Freeman (1994) Doctrine of Fair Contracts
Phillips (1997, 2003) Principle of Stakeholder Rass

33 “The term open (author’s note: in italics in thegmal text) may be applied to a system interesdat
with the environment (author’s note: in italicstire original text) in which it operates, the enwimgent
conditioning the functioning of the system and wegsa. Roughly speaking, the environment is identi
fiable with the market (or better, markets), tedbgiral progress (author’s note: in italics in thrginal
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4 — Firm System Theory (FST) in the Italian busines economics tradi-
tion and the ethics of business economfts

From the 1920's onwards, Zappa propd3edchange in Italian business studies, devel-
oping, similarly to the German “Betriebswirtschafsle®®, a discipline to be known as
economia aziendajevhich viewed business as a unitary institutioardmated so as to
meet human needs. Business is, in fact, defineohaconomic institution coordinating
people and means, utilizing scarce resources edoalyn seeking to survive and de-
velop in conditions of economic, financial and patmial equilibrium.

In general terms, this definition @ziendacorresponds to what in international
studies, especially Anglo-American, is defined asn®mic organization. This latter
term covers the various realties that, while hawdiffgring institutional aims, share the
same economic problem, which is to say, the manageof resources that are in short
supply. These may be profit and non-profit compsnpeiblic institutions, or familiés

The present study limits itself to considering grobmpanies: in speaking of busi-
ness, only entrepreneurial institutions focusegmifit will be under discussion.

Returning to Zappa’s theory, he states that a cagnsaarticulated into three essen-
tial aspects, being management, information (famgxe, accounting, both internal and
external) and organization: “tripartition” as sushnot intended, but rather the aware-
ness that every action undertaken by busimes®nditioned by interdependent man-
agement, organizational and informational aspedtf which are studied as specific
interdependent disciplines (company managementanazgtion and accountancy),
linked to various business functions.

The various aspects and functions that make uméssiare integrated, so that any
changes in, or generation of, a function will hagpercussions on the others. For ex-
ample, take the role of ethics économia aziendal®& from the moment the decision is
made to give importance to an explicit consideratd ethics in business choices, and
this was especially true of the 80’s and 90’s, #mcal business function is gradually
generated, analogous, mutatis mutandis, to thoseaoketing or financ&. This func-

text) and with the various institutions (authorten in italics in the original text). the variabjl of these
factors defining the variable structure of the emwiment itself”. Antonio Amaduzzi (1988), p. 59tke
term “institutions” is widened (and since the foési®n open systems, this is in keeping with thetspf
the text) to include all types of relationship withoever is in some way involved in the enterprisbe-
comes clear, mutatis mutandis, that SMT may bedhtced into FST.

34 A specific study on the relationships betweencethstakeholder approach and historical Masters of
economia aziendalie in Signori and Rusconi (forthcoming).

35 Zappa (1926, 1950 e 1957).

36 Regarding German theorists, see especially Fefeaaceschi (1978), Chap 1, pp 11-90.

37 Obviously, only the economic aspect is being abersd.

38 Studies of the relation between ethics andnomia aziendalmay be found in: Di Toro (1993), Ric-
caboni (1995), editor, Rusconi (1997).

o Company ethics are spoken of here as a “functionds to indicate that management decision-making
must take ethics into account as much as any aethgect of business system (marketing, finance, etc)
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tion comprises aspects relating to managementnaai#on (in relation to the company
organization chart) and information (both interaat for public purposes, such as the
social accounts).

From a starting point of Zappa’s unified conceptyas then Aldo Amaduzzi who
defined business as “...a system of economic foltasdevelop, in the field of which it
is a complementary part, a process of productionf consumption, or of both produc-
tion and consumption, in favor of the major shalédoas well as individuals who co-
operate in it*.

Thus Firm System Theory was born, in which busingamderstood as a system-
atic and synergic unity of interacting elements #m&lr relationships. This systematic
extension of premises already present in Zappasgmhations places particular impor-
tance on the “open” and “interdependent” charagtdrusiness. This is both with regard
to the link between its elements, which in genéeains can be defined as “internal”
(shareholders, manager, employees), as well azl@wonship between these elements
and those external to it (environment, institutiogts). In this way, business institutions
come to be considered as ultra complex subsysténaswaider socio-economic sys-
teni™.

There is an increasing tendency for this interddpansystem to link the solution to
management problems to a broad, articulated, gltded and dynamic consideration of
all system elements. In this context, if companyaggement wishes to be successful it
must take into account the relationships betweenyene who is some way involved in
its activities, thereby coming back to the stakdbolconcept. In fact, Freeman (1984),
referring to SMT precursors, had already quotedesys theory?, although he states
that “The system model of stakeholder, by emphagiparticipation, is a far reaching
view of the nature of organizations and societjhal$ been quite useful in problem for-
mulation, and represent an ongoing stream of resasing the stakeholder concept. It

since specific skills are required and businesscelsoare affected just as with finance, marketing o
quality control. Therefore, the use of the termniftion” does not imply any intention to make ethics
subordinate to competitive success. Quite the afasnce the ethical “function” opens the windfox
top management onto an ethical utilization of thgous functions that are part of the businessgayst

% Social accounting was accepted from its very b@ggs in the 1980’s in the field of Italian busises
studies. This was also because it was felt thatiading systems, in this context, should be studiea
way that was strictly interdependent with aspeétmanagement. The latter held that a correct aanustr
parent relationship with all stakeholders was neags not only with respect to financial statemdnis
also regarding ethical-social-environmental infotiora Concerning this, see Contrafatto and Rusconi
(2005).
*! Aldo Amaduzzi (1969), p.20.

42 4in the business concept we includk the economic unituthor’s note: in italics in the original text)
which are component parts of the general econoibyd, p. 18. Through taking this viewpoint further,
thanks to an application of the organicistic viefageneral systems theory (Bertalanffy (1983)), aedp
by Forrester (1974), it has been possible to aaivAntonio Amaduzzi's definition of business asya-
tem, quoted above in a previous note.

43 “In the mid-1970s researches in system theedybly Russell Ackoff and C. West Churchman *“redis-
covered” stakeholder analysis, or at least tookoffissadmonition more seriously”, Freeman (1984), p
36.
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is not, however, focused on solving strategic mamant problems which are narrower

than total system desigt” However, unlike systems theory in general, ieasier for

FST to assimilate the stakeholder approach: byasoegd it modifies its configuration

without losing any of its essential characteristitbese are actually enriched, thereby

creating a more stable framework for SMT.

*%k%

Having noted that SMT and FST share common charsiits, the relationship be-
tween ethics and strategy remains to be consid&isdussion of stakeholders operat-
ing within an open system leaves unanswered thelgroof how to handle the rela-
tionship between ethics and strategy in compangess; between stakeholders as par-
ties with “interests” or with “legitimate expectais”.

The systematic view of Aldo Amaduzzi insists on tpening-up of business sys-
tems and on their interaction with all aspectseatity (whether historical, sociological,
ethical/value-based, etc). Thus, with an extensiolRST, it can be linked to SMT's re-
jection of any separation between ethics and basthe

If SMT is placed within a business system functitwaling with ethics, obviously
augmenting its role and importance, the variougetspof business are affected. At this
point, the problem of the relationship between ipmobtivated instrumentality and eth-
ics arises and a solution must be sought in thisaantext.

It has already been noted that in instances ofergience between success and eth-
ics, a purely instrumental approach risks conditignmanagement analysis, and conse-
quent decisions, on the basis of presumed futuyeaic-financial-patrimonial results.
On the other hand, a strong bias towards ethigatiptes will itself give greater weight
to the consideration and application of moral gples.

SMT’s search for an intrinsic link between succssategy and ethics may there-
fore be handled by placing this theory into theteahof FST’s ethical considerations,
with especial regard to the dynamics of stratetjice and absolute ethfés

Respecting this, an approach comprising two intergstages might be proposed:

1. STRATEGIC ETHICS - consider “...all the moral ctes that are to be made so as
to maintain the long-term equilibrium of the busisesystem; especially, here, in
order to avoid behavior in which the need to mazemprofits is acted upon by
shortsighted managemefit” In this way ethical strategies are developed #rat

4 |bid, p.38.

%%t is essential not to forget that, even beforeTSlsin ethical company concept had arisen within,FST
linked to satisfying everyone involved in the besia system: this has certainly facilitated a staklen
concept for FST that is not strictly instrumentalparticular, see Carlo Masini (1970) and CodaBgL8
1989).

48 Rusconi (1997), pp 154-161.

7 1bid p.154. Such “ethical short-sightedness” maydioe not only to the single-minded pursuit of fprof
maximisation, but also to the results of certaincfions being rendered unduly absolute; for example
giving too much importance to the size of turnowgrshort term cash-flow.
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able to maintain the equilibrium of business systeémthe full light of the coinci-

dence of ethics and business referred to by SMT.

2. ABSOLUTE, OR PURE, ETHICS - concern the basiaahgprinciples to be dealt
with by the Individual, or group of Individuals, @gied with business decision-
making. In certain instances, such principles cqddsibly conflict with the devel-
opment of a success strategy, in which case a Sumipethical strategy might be
developed limited, with the aim of also taking binglethical principles into consid-
eration.

If this “two stage” proposal is accepted, then STorced to admit a certain de-
gree of separation between optimum success strated)ethics. However, a large part
of this theory’s area of activity remains unaffeGtespecially if it is considered that
probably’® whatever appears suboptimum today in terms of ssco®uld well turn out
to be indispensable when everything is reconsideredfew years’ time.

In any case, it should be remembered that SMT isna@xhaustive moral doctrine,
complete and self-contained. Since it may well nexiee differing “normative cores”,
there is no reason not to suppose that certaianinss exist in which a winning strategy
from a competitive point of view is to be rejectadthe basis of ethics.

Summing up, it is possible to identify certain coommand differing aspects with
regard to the interrelationships of SMT and FSatre¢ to business ethics:

ASPECTS IN COMMON:

1. Ethics relate to the overall complex of businggstem activity and not “residual”
aspects;

2. Strategic ethics are not self-referential ati¢hvel of principles;

3. The relationship between business and the smwaemic environment is bi-
directionaland open.

DIFFERENCES:

1. FST holds a general view of business that alstudes management theories such
as SMT;

2. Right from its very beginning, FST was not liedtjust to companies, whereas SMT
developed as a study of profit-company strategres l'ecame adapted only later,
mutatis mutandis, to other organizations.

5. The company as a “stakeholders system” and th@le played by eth-
IcS

There now follows an application of SMT arisingrfrahe mergerof SMT into FST,
bearing in mind that:

8 Here there are ample possibilities for empiriesiearch.
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1. Evan and Freeman (1993) suggest there is no ayrgiakeholder dualism within
SMT. Rather, the company is a complex of stakehsltebe coordinatéd

2. Freeman (1994) states that a variety of etlpoaltions may represent the starting-
point for SMT: for example, “feminist”, etc;

3. Recently, Freeman has defined the company asaarhap” in which every stake-
holder has his own viewpoii

4. The system concept is consistent with a sysiemaw of business, inasmuch as
FST considers not only structural elements, bud #isir relationships, to be part of
the system.

5.1 —The principles of the proposed model

1. The company is a stakeholder system
See what has been noted above.

2. Starting from SMT external ethical bases (the “ores” of Freeman 1994), all
stakeholders tend to seek a dynamic equilibrium amay themselves, based on
“Minimal Mutual Acknowledgement (MMA)”

What is meant by MMA is a kind of lowest common derinator of stakeholder
satisfaction, allowing them to reach a state ofadiyit and provisionaquilibrium with
regard to the company. Thus companies tend tatfiaohselves in a state of equilibrium

9 In this work reference is made to a metaphysiaa&ctbr that “would be responsible for convincing
both stakeholders and management that a certamsead action was in the interests of the long-term
health of the corporation, especially when thatoacimplies the sacrifice of the interests of alEyan
and Freeman (1993), p.83. This concept was notesuigstly developed, but the idea has remained that
no company subject may act as a “neutral” counteipethe name of the company itself. Top manage-
ment itself is both stakeholder and in charge akeiolder equilibrium, with the inevitable risk af
conflict of interests. Moreover, mutatis mutandisich conflict also exists in the case of pprefit
maximization as is clearly indicated by agency theory. Evath Breeman (1993) speak didth stake-
holders and manageméntlthough the considerations in the following exatlarify that no company
constituent may be considered as outside of thelstdders.

50 Replying to a question on stakeholder maps in whiwas asked whether “...in reality, business is no
an entity separate to ittakeholdergauthor’s note: in italics in the original texut rather a kind of
network of the relationships between them”. Freemates that: “This is also the model presented by
Russell Ackoff in the 70’s, supporting systems tiye@rganizations, described as open systems,ate p
of a wider network rather than being independedt seif-contained entities. The identification baoth
stakeholders(author’s note: in italics in the original texthdthe interconnections they make among
themselves is of crucial importance for this apphoaMy own studies focus ananagergauthor’s note:

in italics in the original text) and their abilitg handle relationships. Therefore | prefer to emiate on
these subjects. The systems theory viewpoint iwiody wider and gives a more complete vision. But,
according to whiclstakeholder(author’s note: in italics in the original texs) placed at the centre of this
star map, the perspective changes and thereforiaftivenation that may be obtained. This is not4g s
that business lies at the world’s centre, but Watare looking this world from the business viewpdi
English translation of the interview with FreemarBaldarelli, Santi and Signori (2005), p. 231.
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when MMA “base conditions” are respected for aksholders’, considered as corre-
sponding to their legitimate expectatidhs

It has to be mentioned that MMA does not involveiba&thics and inviolable rights
of the “ethical core” of a stakeholder approacle, also to the above mentioned differ-
ence of strategic ethics from absolute ethicsuthsa way it is also possible to avoid to
jeopardize the rights of weakest stakeholder.

3. Each stakeholder (top management, consumers, daplent workers, etc>)
“draws up” his own specific stakeholder “map”, with varying degrees of precision
In the view of SMT, the business strategy formulatigually top management, is
also the specific stakeholder in charge of “balagatakeholder equilibrium”. This is
inevitable, since top managementhie administration leader, acting as the stake-
holder-subject of the company decision-making aadagement process, whereas all
other stakeholders (including top management watiard to its specific expectations)
are stakeholder-objects of management decisionfigaki

By studying the system starting with as many défersubjects as there may poten-
tially be stakeholder-subjects, the view of the pany as a system put forward here
widens this perspective. Not only is it possiblespeak of the managerial approach to
stakeholders, but also of an approach to stakersofdam the viewpoint of unions,
ecology, consumers, etc, thereby also creatingdhditions for an increased under-
standing of how business systems function.

®1 Even those who are hostile to the existence ofnapemy system have interests, the potential to apply
pressure, contracts and also rights. However, #ieynot part of the stakeholder network, because th
company might well be destroyed in the name ofrthrgerests, possibly following maximum exploita-
tion, as happens at times in the case of orgamisetw or business fraud. It has also been notedigtn
that it is possible to satisfy hostile stakeholdghen this takes place in the interests of legitérsiake-
holders, recalling, for example, the distinctiondaay Phillips (2003) betweemormativestakeholders
(towards whom there are moral responsibilities) dedvative stakeholders (whose requests are not mo-
rally acceptable): “Managerial attention to theseugs is legitimate, but this legitimacy is derivieom
their ability to affect the organization and itsmative stakeholders. Consideration of these grisipss-
tifiably limited to this ability to affect the orgé&ation and its normative stakeholders”. Phill{g603),
p.31. At an ethical level, the matter should réfack to a “scale of values”™: for example, is it allyrac-
ceptable to submit to extortion in the intereststakeholders, when this implies an offence toetgas

a whole and therefore to the Common Good? Furthexrio such cases the answer does not lie with
strategic ethics, but with absolute ethics andrthenciples, in the light of “technical” knowledg# the
effects on business decision-making.

°2 Since it is not a question of rights considerendAmental by stakeholders, there is little liketilaf

an extreme conflict between them. Therefore, onthadeof combating a lack of respect for MMA in the
context of a company might be to apply “heavy gues” (consumer or employee strikes, gradual disin-
vestment by shareholders, being discredited, &fithout this leading to feeling definitively excled
from the stakeholder network that makes up thenagsi

>3 This is simply a generalised indication, sinc&kekmlder analysis should always be extremely sjpecif
in certain cases, linked to specific managemenicel3p differentiation between stakeholders must be
made in a much more analytical way: for example, distinction among different categories of em-
ployees.
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This perspective can also be utilized to studyoasibilities of every stakeholder of
the firm system (see Goodstein and Wicks (2007)).
To sum up:
1) each stakeholder has his own view of MMA;
2) the top manager seeks to interpret and baldmeclkegitimate expectations of all
stakeholders;
3) the analysis of each stakeholder’s subjectivetpd view helps improve, amongst
other things, the top manager’s viewpoint, ther@gylitating future management;
4) each individual stakeholder-subject “adjusts’ f@quests until, having clarified
varying positions, a dynamic and unstable equilitoris reached. According to
SMT, the guarantor for this equilibrium is whoeweanages the company, which is
to say, top management;
5) this theoretical model does not conflict witle flindamental properties and basic
principles of SMT, but it actually increases itgityt
a. it should be underlined that in establishinglifst possible equilibrium
among stakeholders also requires the active innodve: of all stakeholder-
subjects;
b. the purpose is to place SMT within a wider cahtegarding business systems
and their ethics, especially with regard to thevitiial stakeholder’s ethics
and not just that of the top management.

4. Whilst respecting MMA's principles and inviolable ethical constraints, each
stakeholder negotiates so as to reach a state afagégic equilibrium most favor-
able to his own legitimate interests

The convergence on MMA allows for a lasting, etheedstence of the company as
a stakeholder system, without unduly limiting tredd of action of stakeholders them-
selves. Each of them also possesdeseaarea of negotiatian

Each stakeholder is freas a stakeholder-subjedb act so as create a relative im-
provement in his situation, especially economidsThakes the business system dy-
namic and stimulates the other system elementsvior both of increasingly economic
and efficient behavior, as well as respect forbasorals, law and MMA.

This view takes the fiduciary duties emphasize@bypdpaster into consideration
while avoiding any form of separation between bessactions and ethics. In fact, in
seeking to obtain the largest possible profit, shalders make use of the top manager’s
fiduciary obligations. However, all of this muskéaMMA into account (from which
point of view, they are all “qualitatively equival stakeholders in terms of relation-
ship), as well as the absolute ethics of the Inftials involved®.

Tt might be thought that in this case the presesfoethical pluralism could easily lead to asociabi-
ces. The reply to this is that “looking after onesn interests” is filtered here through variougels (ba-
sic principles, law and MMA). Opportunistic and eist behavior can therefore be dealt with by the sy
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The process of reaching an equilibrium among stalkielns is thought of as being
continuous, dynamic and cyclical, as well as instant renewal. This fits in well with
the dynamic instability of business systems, wizichtinually renew and modify their
equilibrium relative to the general economic-corntpet environment.

A distorted interpretation of SMT as a simple “statquilibrium” among business
system elements could actually lead to “a corpeeafuagmire of economic, social and
cultural dialectics among the variosimkeholdergauthor’s note: in italics in the origi-
nal textf>. Furthermore, this could create a “consociateetagotentially resulting in
an Orwellian “Big Brother”-style company, thoughssibly “enlightened”, or one that
is static, inert and in decline.

*k%k

It is therefore possible to talk in terms of a gahstakeholder theory (or extended
SMT) within FST, bearing in mind that:

references to a “generalization” of approach mgg#m to imply an unjustified ex-
tension of SMT. Although the model above placed SMthin FST, it left unchanged
its field of action, which is company management;

when the latter is described as a “stakeholdeesystthis is not meant just as a
nexus of contracts. Rather, the company is considas a coordinated complex of rela-
tionships of varying natures (economic, socialiceth environmental, etc) between
stakeholder-subjects: that is, a synergic systeaoostituent elements and their rela-
tionships that continue over a period of tfh@®y gradually acquiring “substantiality”,
it comes to represent an institution with its owareasingly well-defined history, char-
acteristics and identity.

6 — Conclusion

The mergerproposed here between SMT and FST should, amotigst things, allow
for a simultaneous consideration of:
1. ethics not subjugated to economic success;

tem structure itself. For example: the Common Gaietvpoint might be pursued so as to induce the ac-
ceptance of behavior conforming to the Common Gewén by those who do not consider it to be an
ethical principle but do not wish to violate MMA dmuse certain stakeholders (NGO, religious groups,
unions, etc) have decided to represent people ke little or no voice.
%5 Rusconi (2006a), p.194. As in, for example, theecaf company suppliers. “...once top management
has ‘agreed’ a particular policy regarding pricad aonditions, suppliers are obliged to fall intwihis
and, vice versa, company is no longer able to %peetttle” for qualitative improvement on the pait
certain suppliers, possibly by requesting lowecgsior considering alternative sources”. Ibidem.

® In economia aziendale simple “take the money and run” activity is nobsidered as business, since a
“tendency to last” is a fundamental characteristithe latter. SMT also takes this tendency intnside-
ration, inasmuch as it aims at the long-term mazétibn of well-being for all stakeholders.
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2. questions of technical discretion and the denisnaking autonomy of whoever is at
the helm of a company, attempting to safeguaregtslibrium in the long term;

3. each individual participant’s freedom of action;

Speaking very generally, it is possible here takhin terms of a series of concentric

“ethical duties™

1. fundamental ethical rights-duties (linked to theesic principles of personal ethics)
that need to be safeguarded in all instances, ed@m this might be seen as not
consonant with the best possible strategy for comneesuccess;

2. a correct relationship between stakeholdershenbiasis of MMA, which should
thereby allow the company a well-balanced develogmehis also represents an
adequate ethical strategy in the face of entrepr@leshort-sightedness;

3. the potential, within the context of a basiqied both for absolute ethics and MMA
conditions, for each stakeholder to “look after dwgn interests”, thereby imparting
a dynamic thrust to the company. This helps avaeidgithe stakeholder as an ex-
cuse to justify a management that is static, reuéind, in the long run, lacking in
competitiveness.

Exploring a little deeper, it may be noted that:

1. The business decision-maker’s absolute ethicegimond neither to Friedman’s cur-
rent ethics, nor to objective morals imposed by paicular political authorify. It
develops within the subject’'s moral conscience @@y at times leathevitablyto
ethical ties greater than those for possible coiguetwho hold to other principles.

2. MMA involves aspects (higher salaries, certamaracteristics of product quality,
etc) that, while not considered essential from #mcal point of view, should be
borne in mind in terms of stakeholder equilibrium.

3. Success strategy also has an ethical vahssmuch as it is morally positive to
maintain business system equilibrium while simwtausly pursuing the socially le-
gitimizing aim of all companies, profit or not, whi is that of satisfying human
needs in the long term.

5" “This last principle is essential so as to avaidry up” stakeholdergauthor’s note: in italics in the
original text) in a consociate and bureaucratiovoét in which autonomy of negotiation and socio-
economic dialectics are hindered. The principleeharplay, as has been shown, is one arising ftwm t
very modality and context in whicdtakeholder (author’s note: in italics in the original textieory was
developed”)”. Rusconi (2006a) p.199, note 13. Shalckers continue seeking to improve their situation
unions are busy working for improved living- andrkiag-conditions, and consumers persist in looking
for the same quality at a better price, althoudlofthis takes place within a framework of the ilid
dual’s ethical rights and (the key innovation of BMhe equilibrium of stakeholders’ legitimate extse
tions. The company seen as aimed at the Common Gogdndona (1998)) constitutes a solid founda-
tion on which to develop this type of concept, bistim the point of view of the stakeholder approash
well as business system theory.

%8 The respect for law alone is binding upon everydoieming part of the absolute ethics of the goid ¢
tizen with no wish to undermine the basic condgidar the civil and ordered coexistence of a socio-
economic reality.
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4. The existence of MMA as an area also facilitaesspect for the various basic
rights insisted upon by certain stakeholders, sighat those having a differing ethi-
cal basis might otherwise not take into account.

5. Additionally, a situation such as the one memwin the previous point contributes
to “raising top management awareness of virtueeellencd”. This means that
whatever was originally respected for economic athges alone, becomes increas-
ingly accepted as a moral principle.

6. SMT operates more specifically in the area of MM terms of safeguarding
against management shortsightedness, thereby aidengonciliation of business
and ethics.

7. In any case, stakeholder “boundaries” are cammditl by the presence of an ethical
area of basic rights that cannot be set asidegsafding certain rights common to
everyone.

8. Considering the proposed extended MMA from tigective viewpoint of the “star
map” (to use Freeman’s above-mentioned metaphosjpuld be possible to under-
take a study of the role, rights, ethics and cloretated to stakeholders, including,
for example, uniorf§, the local community or consumers as equally vatike-
holder-subjects.

Finally, it should be stressed that the materiakpnted here is intended as an initial
proposal-hypothesis and as a stimulation to fustmeies of the phenomena in play, by
means of careful and accurate experimental research
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