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- government agencies, or businesses. This belief represented a dramatic change
. from the attitudes Americans had during World War IL. Those in power failed to
see how the Vietnam War was different because Americans were ambivalent about
what the country was fighting for. D
-Toward the end of the 19605 and coinciding with the war in Vietnam, a rise in
radicalism’ in’America marked the beginning of a long deterioration of trust in
institutions, The events of the early 1970s also coniributed to this shift. For ex-
ample; Watergate only confirmed what most young-Americans had believed all

.. along abouit the Nixon administration. The aftermath of the oil embargo, imposed
... by Arab nations after the 1973 Middle East war, had even more of an effect on at-
-+ titudes toward business in America. Cheap, abundant petroleum-—the lubricant of

the American way of life—suddenly became scarce and expensive as Saudi Arabia
and other Arab producers punished the United States for supporting Israel in the
war. The cutoff lasted less than three months, but its effects on consumer attitudes
‘are still withus today, <~ 0 T e

* Asa result of Watergate, Vietnam, and the oil embargo, by the mid-1970s

" American attitudes toward business reached an all-tithe low. In answer to the same
" question “Does business strike a fair balance between profit and the public inter-
~est?” those answering yes in the Yankelovich poll dropped to 15 percent in 1976

- when Jimmy Carter took office. This drop of 55 points in just eight years says more
about the changing attitudes toward business than a thotisand anecdotes.

An opinion research poll that asked members of the general public to rate their
confidence in a number of institutions showed decliries in all areas, as shown in
Table 1.1. _ Sl T e E
 As you read this, you may be asking yourself whether the 1980s and 1990s,
which together constituted the final economic boom of the twentieth century,
restored America’s faith in business to where it had been in the 1960s. They

did not, and in 2011, a Harris Poll asking the same questions found the «

responses tobe as follows: trust in major companies, 13 percent; U.S. Congress,

' 6 percent; White House, 19 percent; and Supreme Court, 24 percent.! These
percentages all decreased from 2010, indicating a confidence crisis that has
reached critical mass; the 2010 results for the aforementioned institutions
were 15 percent, 8 percent, 27 percent, and.31 percent, respectively.?

T Harris Poll May 2011,
? Harris Poll March 2014,
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TABLE 1.2
Does Business
Balance Profit
and Public
Interest?”

Source: Yankalovich
Monitor.

*Percent yes responses,

Inresponse to the question about whether business strikes a fair balance between
profit and the public interest, the percentages climbed back to a high of 30 percent
~ answering yes in 1984. And the percentages dropped slightly to 28 percent in 1999
_' (t_he last year Yankelovich asked this qitestion). (See Table 1.2.)
- Thenuances of American distrust of business are furtherexplored by Yankelovich
Partners through the following findings: - S
° 80 percent of surveyed respondents believe that “American business is too con-
- cerned about profits, not concerned about responsibilities to workers, consum-
¢ ersand the environment.” . Y T
70 percent believe that “if the opportunity arises,; most businesses will take ad-
vantage of the public if they feel they are not likely to be found out,”
61 percent believe that “even long established companies cannot be trusted to
| gtal;e- iitfe, durable products without the government setting industry stan-

... A more recent study commissioned by the Public Affairs Council finds that
the American public still believes companies are failing to correctly prioritize
their constituencies: 83 percent of respondents believe that businesses should
put customers, employees, or their communities first; 81 percent of responders
feel that companies are instead valuing top executives or shareholders first.* The
source of the disconnect between upstanding business practices and the current
business reality could be one of many factors. First, we must consider the economic

instigators.

- The 1990s saw the phenomenal rise of the NASDAQ index to 4,000 poinis by
the end of the decade. Individual investors were actively participating in the
equity markets and reaping enormous gains as stock prices seemed to be on an
unstqppable upward trajectory. Then, in the spring of 2000, the markets came
crashing down. By December, the NASDAQ had sunk to less than half its peak
level of 5,000, reached at the beginning of the year. And unfortunately for the 100
million individual investors who had poured money into the market during the
Internet-fueled boom of the 1990s, it did not stop there in its downward spiral. By
early 2002, these _indivi_duals had lost $5 trillion since the “Internet bubble” burst,
representing 30 percent of their stock wealth.’

~ . Walker Smith, Ann Clutiman; dnd Craig Wood of Yarkelovich Partners, Inc., Point, February 2005, htto:/Awww
RacomBoaks.comy; resufts from Yankelovich MONITOR.
* Public Affairs Council, Public Affairs Fulse, 2011, :

f Marcia Vickers, Mike McNamee, et al., “The Betrayed investar,” Business\¥eek, Febrﬁary 25, 2002, p. 108.
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. With the bursting of the “dot.com bubble”; the exposure of corporate fraud at

.. large companies such as WorldCom, Adelphia, and Tyco; and the collapse of Enron
. .-and its auditor, Arthur Andersen, due to fraudulent accounting, Americans per-
.+ ceived business as actively trying to deceive them. This perception was reflected in

. . the media as well, such as in the NBC Nightly News segment entitled “The Fleecing

of America.”: T i D out e i
- In:the midst of this market turmoil, the actions of unscrupulous financial ana-

. lystsi(see Chapter 8:for more on analysts) and comipanies like Enron angered the
- American public further: By February of 2002, some 81 percent of investors polled
-.“did not have much confidence in those running Big Business.”® This attitude is
.+ notsurprising when you consider the many highly publicized stories of top execu-
... tives who sold millions.of dollars” worth of shares in:their own failing enterprises,
-, further enhancing their wealth as rank-and-file employees lost much of their re-

tirement savings, r.o 00

... The' public also has been embittered by the growing pay gap between senior
.+ company.executives.and ordinary workers that reached enormous proportions over
.- recent decades: According to-the AFL-CIO, in 1980, CEO pay averaged 40 times the
... pay of the average American worker, and by 2010, it averaged 343 times the pay
....of the median worker, for an average of $US 11.4 million per year.” In October
... 2011, the Congressional Budget Office reported that the middle 60 percent of the

.~American population experienced a growth in household incomes of 4{} percent

between 1979.and 2007 (after taxes.and adjusted for inflation), while the top

:2-1 percent of. earners experienced a growth in household incomes of 275 percent.
i The study also confirmed that the after-tax household income of the top 20 percent
. ...of earners.was greater:than the combined after-tax-income of the remaining

- - 80 percent of workers. While top earners enjoy lucrative compensation packages,

today 15 percent of Americans live in households receiving food stamps and

- 48,6 percent live in households receiving some form of government assistance,

according to 2010 Census data.® Economist and The New York Times contributor
Paul Krugman refers to.this period of increasing income:inequality, which he

believes. started in the late 1970s, as “The Great Divergence.” He writes that it is

more a product of conservative politics, tax law that is favorable to the wealthy,
and inflated executive compensation than it is a.product of less personal forces

- including globalization and technology®'. .

Although executive compensation in general is a controversial subject, in the
wake of the 2008 subprime credit crisis, public scrutiny has focused on the outsized
annual bonuses doled out on Wall Street. Americans were especially outraged that

7 "Exacutive PayWatch,” http://www.aficio.org/corporatewateh/paywatch/ceopay.cfm.

% Sara Musray, “Nearly Haif of U.S. Lives in Household Receiving Government Benefits,” The Wall Strest Journal,
January 17, 2012.

® Paul Krugman, “introducing This Blog,” The New York Times, September 18, 2007, http://krugman.blogs.nytimes.com/
2007/09/18/introduicing-this-blag/. o o7

' “Trendls in the Distribution of Household income between 1979 dnd 2007, Congressional Budget Office, October 2011,

Bt/ fwww.cB0.gov/Frpdacs/1 24xx/dac 2485/10-25-Householdinceme.pdf.
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financial firms receiving public TARP rescue funds could use the money to pay
out executive bonuses. In March 2009, insurance giant A.LG: earned negative press
when it decided to-award multimillion-dollar bonuses to its executives despite
having just received a $US 100 billion government bailout. In the summer of 2009,
then New York attorney general Andrew Cuomo, released a report that detailed
compensation at the largest New York-based banks that received public bailout
money. The report revealed that Merrill Lynch had paid:149 bonuses greater than

- $US 3 million and 696 bonuses greater than'$US 1 million; despite being in such

dire financial straits that it had to merge into Bank-of America in early 2009." In
July 2010, Kenneth R. Feinberg, who was appointed by President Obama to oversee
executive compensation during the bailouts, released a report claiming that nearly
80 percent of the $US 2 billion that banks paid ot in 2008 bonuses were unmerited.??

‘Increased tension‘over growing income inequity combined with relatively
high unemployment rates in the United States sparked the Occupy Wall Street
movement, a protest-against corporate greed and corruption. The largely peace-
ful Occupy Wall Street movement started in September 2011 in Zuccotti Park in

- lower Manhattan and quickly spread to other U.S. cities as well as cities around

the world, including Paris, London, Berlin, Hong Kong, and Rome.” Occupy Wall
Street organizers made extensive use of social media‘and published a daily news-

' paper to'communicate news and marching orders with participants. Organizers

executed a branding campaign for the movement based on the slogan “we are the

+. 99%,” meant to-highlight the growing income gap between the top 1 percent of

earners and the'rerhaining 99 percent. Critics of the Occupy Wall Street movement
deride the' movement for lacking clear focus and actionable objectives. However,
the Occupy Wall Street movement, which was still ongoing in early 2012, though
at a dramatically reduced scale, emphatically underscores the growing public dis-

- content with the traditional big business.. -

- At the very beginning of the protests; the Occupy Wall Street movement re-
ceived minimal television and newspaper media coverage, but much coverage
through social media such as Twitter. -~ B

- Indeed, through the years, the traditional news media have played a major role
in conveying, filtering, and obstructing messages from corporations as well as
government and activist groups (see Chapter 6 for more on the media’s influence
on business). By the late 1990s, the Internet also began to shape attitudes toward
business as activist groups gained access to a broadcast forum for their arguments
against business. Today, environmental activists, animal rights groups, and share-
holder rights proponents have the ability to get messages out instantaneously to
like-minded individuals throughout the United States and the world. In the case
of the Occupy Wall Street movement, the videos of protestors posted on YouTube
and the flood of tweets coming out of Zuccotti Park quickly became “too viewed”
for traditional media to ignore.

W Stephen Groger, "Wa]l Street Compensation"No Ciear Rhyme o Reasan,™ The Wall Street Journal, July 30, 2009,
4{ouise Story, "Topics: _E_xecutive Pay,” The New York Times, December 5, 201%.
3 Alan Taylor, “In F_oc_y_g: OccupyWaII $treet Spreads _Wo'r!dwide," The Atfantic, Gctaber 17, 2011.
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- Although the media and the Internet are powerful channels for views on busi-
‘ness to be expressed and debated, nowhere are the attitudes that prevail in the

- external environment more clearly defined than in television and film.

oﬂywotbd - A Window on Main Street and Wall Street - )

Throughout h1st0ry, htera’cure and the arts haveboth éff__ec_:ted and reflected per-

" ceptions abouit institutions. Greek attitudes about government and religion mani-
. fested themselves in theater; Shakespeare shaped notions about English history for
‘generations; and in the United States, cinema and television over the past several

" decades have reflected some of the public’s negative attitudes about business.
For many Americans today, what they see in fictional or “factional” accounts
in films and on television helps shape their attitudes more than educational in-
stitutions. In fact, Americans spend far more time in front of the television set,
or watching media content online, than they do in the classroom. According to

i research undertaken by a number of different organizations, the average American
-~ household spends approximately 40-50 hours per week watching television pro-

“gramming; Many have written about what this habit has done to American society

i in‘a broader context over the last 30 years, but in this textbook, we will focus on the

relationship between popular culture and business.

.+ wThe Media Institite, a research organi'zation"ﬁmtied by corporations, has been

‘tracking media‘coverage of business for over 20 years. Each time it issues a report,

- the results are the same: Businesspeople are portrayed negatively in almost two-

thirds of all television programs. Researchers have concluded that half of the time,
businesspeople portrayed on television were involved incriminal activities.

In addition, most Americans get their news from television. As a result, the
‘negative portrayals viewers see in fictional programming blend into the negative
news they watch on the nightly news. An individual might, for example, watch

* an episode of Law and Order in which a woman is framed for murder after raising

questions about her company’s back-dating of stock ‘options one night, then see

an in-depth story about United Health doing the same thing on Dateline NBC the
following evening. This information all comes from television, all of it is bad, and
the net result is the reinforcement of negative perceptions of business.

Films also contribute to'a negative business image. One of the most successful
films of the late 1970s was called The China Syndrome, a movie about a narrowly
averted meltdown at a nuclear reactor. A week after the release of the film, a real
nuclear accident occurred at Three Mile Island: While everyone would agree that
Metropolitan Edison did a' poor job of communicating about this accident, few
would say that the company was as bad as the one portrayed in the movie. For
many Americans, however, the two events were linked, which made their reaction
to the events at Three Mile Island that much stronger.

Tt is eerie how Hollywood has mirrored events in business at exactly the right
time. The movie Wall Street is another such example. Oliver Stone’s movie came
out justahead of the great scandals that rocked the real Wall Streetin the late 1980s.
Even within the film itself, reality and fiction were intertwined. Gordon Gekko,

%
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- the evil financial genius meant to represent someone like the notorious arbitra-

geur Ivan Boesky, makes a speech in the film about greed. “Greed is good, greed
purifies, greed cuts through and captures the essence.of the evolutionary spirit,”
Gekko says in a passionate speech at an annual meeting. Months earlier, the real
fvan Boesky had made a similar speech to a group of graduates at the Umvers1ty
of California’s Berkeley campus. - o

Are these examples instances of “life m’u‘catmg art”? More hkely, it is the other
way around. As long as business hasa negative pubhc image, movies and television
will continue to dramatize real-life tales of corporate wrongdoing. As Hollywood
exports a large number of American films to cotntties around the world, these im-
ages become pattof a global mformatlonal tapes’try that We explore in more detail
in the next sectaon o

' The Globa¥ Village )

Technology has strengthened commumcatmn channe!s around the globe, dis-
integrating national borders to produce what Canadian philosopher Marshall
McLuhan foresaw decades ago—the creation of a world so.interwoven by shared
knowledge that it becomes a “Global Village:”* This.trend has had a monumental
impact on business, particularly over the last two decades..

In 2002, the U.N.. Conference on Trade and Development published an article
stating that 29 of the world’s.top 100 economies-were multinational businesses

-rather than countries.’® Thus, it may not be surprising that individuals have be-

gun to turn to'large companies to provide the direction that distinct national cul-
tures, communities, and inspirational narratives.offered more strongly in the past.
Coupled with this shift is a heightened level of interest in social respon51b111ty on
the part of organizations. Later in this book; we will discuss the growing impor-
tance of corporate social responsibility and.its implications for corporate reputa-
tion, but generally, the public is looking for companies to demonstrate care for
the communities in which they operate from both an env1ronmenta1 and human
perspective, :

In his book The Mind of the CEO ]effrey Garten explams, “As the world gets
smaller, CEOs will be unable to escape involvement in some of the most difficult
political, economic and social problems of our times. There will be no way to avoid
operating in countries with fragile economies, weak democratic structures and
mega-cities with severely overburdened infrastructures.”*

Disintegrating national borders, coupled with the liberalization of trade and
finance in today’s Global Village, also have fostered an increase in cross-border
corporate mergers and the number of multinational corporations. Today, compa-
nies tend to spemahze in their core competencies and outsource what remains or,

¥ Marshall McLuhan and Bruce-R. Powers, The Global Village: Transformations in Warld Life and Media in the 21st Century
{New York: Dxford University Press, 1989).

* Progressive Pelicy Institute, “The World Has over 80,000 Multinational Companies,” Apnl 27,2008, http://www ppionling,
org/ppi_ci, cfm%}lgAr&aID 1ﬂB&subseciDﬁQO{]EJDB&contentlD-253303 .

% Jeffrey Barten, The Mind of the CFO {New York: Basic Books, 2001), p. 24,
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alternatively, merge to integrate the supphers into their own organizations. As

., lower-cost professional service companies in developing markets diversify their

offerings, .a-Goldman Sachs study.estimated that as many-as 6 million jobs could

s . move overseas by 2013.7 The 2011 PricewaterhouseCoopers Global CEO survey

reveals that 59. percent of CEOs were planning ito deploy more staff on interna-

- tional assignments, 34 percent-planned to complete:a cross-border merger or ac-
- quisition,.and 31 percent planned to outsource a business process or function.'

. With international mergers and acquisitions diluting once-definitive borders

= .and empowering big business further, many individuals and communities object
. to the enormous: polxtical clout that large corporations wield today. This sentiment

gave rise to the “antibrand” and “antiglobalization” movements that flourished
in the mid-1990s—a decade in which global companies began to replace govern-
ment bodies as the primary target of many activists worldwide. This movement

* continues to percolate today, as supported by Yankelovich Partner Peter Rose’s

"comments durmg a January 2007 speech made to the Inland Empire United Way:
B “Ten years ago, 52% of Americans said that ‘the bramds you buy tell a lot about
~the person you are.’. In 2005, just 41% agreed with that statement,” He continued

by rationalizing this shift in persPectlve, referrmg to the. followmg quote from the
Clue Train website (launched in:1999):. :

. Apowerful global conversation has begun. Through the Internet, peop}e are discov-
. ering and inventing new ways to share relevant knowledge with blinding speed. As
a direct result, markets are getting smarter—and getting smarter faster than most
_'compames These markets are conversations.. :

" Rose then mcorporated the concept of brands into thls ‘conversation,” saying,

+#The Internet hasn’t put brands into the conversation: The Internet has simply

- chariged the technology people use to comie together with one another. In the
- ’process, the Interriet has emerged as the new medium of Social Engagement

“Looking ahead, the success of brands will be tied to the success in connec’cmg

~ people with each other, not to connecting people with brands.

19

This analysis circles back to the public’s‘overwhelming distrust in business as
it continues to gam momentum in a global context and the subsequent challenges

- businesses have in delivering their brands to an accepting audience. The 2011

Edelman Trust Barometer revealed that 56 percent of Americans say they trust

business to do what is right.®
This “global conversation” also accentuates the volume at which these negative

- feelings can be heard. With it, the antiglobalization movement extends beyond

traditional union bodies to include young and old consumers, concerned parents,
and vocal student activists alike. An anticorporation sentiment was formalized on,
paper in October 1997, when Earth First! produced a calendar listing impertant
anticorporate protest dates and announcing the first “End Corporate Dominance

17 Sua Kichhoft and Barbara Hagenbaugh, “Economy Races Ahead, Leaving Jobs in the Dust USA Today, October 1, 2003

18 2011 PricawaterhouseCoopers Globai CEQ survey.
¥ Peter Rose, Partnar, Yankelovich, speech deliverad to the Inland Ernp:re Umted Way January 31,2007,

#2011 Edetman Trust Barometer. ...




Corporate Communication - : - ‘ N
- .' Corporate Communication, Sixth Edition

10 Chapter One : . -
. The Changing Environment for Business 11

Month:.”? Since then, organizations such as Vancouver-b | * . L g '
T ' -based Adbusters Media Cagvinats in s Chaniinog PURPIISE ) :
Founde;tjxon,};whéch was founded in 1989,-have risen to a.dominant position as - ' Compete m 4 Chan_gmg E_‘ny_lro_nment wo
nonprofits that devote themselves to deridi \te giants— i B TR Ry L : B P ;
ofﬁcii)ally referred to ascultiire Z:;:i;o glze;i:;?g lcorg? rate giants—a practice now . “Even well-réspectéd companies face attacks in this antibusiness environment.
 face over a Levi's jeans billbo r:fr 4 hur%n ; “f;f;}sﬂ é”tnage of Charles Manson’s ' Gillette (now part of Procter & Gamble), for example, was the target of animal
baes full of sho d oy & pies at Uit Lates, .and_ dumping garbage ' ‘¥ights groups that successfully used teachers and children to create a stir over
& oes outside of Nike Town to protest Pakistani children manufactur- 0 the company’s research m 5. Oné Sillatte” i
ing Nikesoccer balls for six cents an hour are i £ the routi . ur- ﬂ .’ the company’s research miethods. One letter to Gillette’s former chairman, Alfred
jamming activists have employed to > Some of the'routine tactics culture- . Zeien, said: “Let this be a warning to you. If you huit another animal, if 1 find out,
“The Authentic mployed to make anticorporate statements to the public.® * ‘. one'month from [the'day] this letter arrives to yous, 71l bomb your company. PS.
~“The Authentic Enterprise,” a report released by the Arthur W. Page Society i B P i PO R AN . . . .
the fall of 2007, neatly summiarized the reality of a global ge - yin - ‘Watch your back.” The letter came from a sixth grader at a school in Philadelphia.
- of the changing business envit Uity of a global economy as major driver - As'hoihework; his teacher had assigned letters to companies about animal test-
€ changing business environment: - S S O ik OF mia
G T O Ty “'ing 2 While the children’s campaign had no éffect on market share, the company
. Freﬁ'. trade agreements, the Internet and the emergence of highly skilled populations +worttied about potential long-teri effects: “Long term, this could be a very bad
mgeyel:gpmg.-r?glpns have created a “flat world.’ Thig'is:'reshéping the footprint— . “trend for the business,” said CEO Zeien® - o
y ?fi;‘iil g‘_’ﬁi‘. fh_*_':j;gi?a——q_f__the corporation. It’s shifting from a hierarchical, monolithic, - w0 'When Walmart faced allegations of unfair treatment of employees, including
Be ca’ﬁr;?a iﬁg?} ;::aigi to.o’?de that is hotizontal, networked and globally integrated. : ST forcing hourly wage éarners to work off the clock, favoring men over women in
e A ot o responsibilities of organizations can now be compo- - pay and promiotion, and locking employees in stores after closing until managers
: Jvirtua ized”and distributed over:ah ecosystem of business relationshi - T e T i A AT R e RE the iedi g o :
- work can now Be located wherever it makes sense. deiven by the | ) ps, visited-every department; the media pounced on the opportunity to deface the
nomics, expertise and 'opéﬂ business conditions.? g rlfen Y i‘”e imperatives of eco- . - o :_ -'."-='-"'C01:*p_()'fate behemoth IanO{)O,’ a f??“.‘ale Waimagt-gmpk')ye?fgamed Betty Dukes filed
- . : a sexual discrimination suit against the company that would eventually become a
- The continual technological advances of the Internet—namely, blogs and so- 7. class-action suit represeniting 1.6 million females. The case finally made its way to
- eial netvvo.l‘kSﬁaIsQ have made it difficult for companies to prevent both positive - =7 the highest'court in'the United States, the Supreme Court, in 2011, and although
a?d negative news a_bout them from reaching individuals in virtually all corners . ' the court tuled that the plairitiffs had too much variation in their complaints to
;) the worlfi. Media outlets have expanded their reach such that events are no . 1 merit‘a class-action suit, Walmart endured negative press for 11 years during the
. donger ({anmed. to local cqmmunities; rather, they can create reverberations felt ‘ “ - proceedings. A journalist who covered the story turned her research into a book
worldwide. In 2011, the United Nation’s International Telecommunication Agency ' o callled Selling Women SHort: The Landmark Battle for Workers' Rights at Wal-Mart, and
-estimated that there are 6 billion cellular-mobile phone subscriptions worldwide ‘ w7 Likened Betty Dukes to civil fights activist Rosa Parks. ©
_and that glo_b.al c_.eilul,ar-molct_ﬂe phone penetration is 87 percent.” . © .+ . Beyond the 'scrutiny it réceives in traditional media outlets, Walmart is also
, The_.orgamzahon also estimates that one-third of the world’s population is on- _ the target of vitriolic social commentary online, with an ever-growing list of anti-
ne, W_lﬂ} 45 percent of users under the age of 25.% In 2010, there were an estimated - e Walmart blogs and social grotps forming to collectively criticize its controversial
}1?52 mlihon-blo%;s,, 25 bﬂhon tweets sent on Twitter, and more than 600 million - . B business practices. This added dimension of communication, coupled with the
acebook users.¥ Data suggest that these numbers will only continue to increase _ '. © 0 reputational risk factors it fostets, raises a key question: How can managers adapt
aS. CONSUMErs assgme fur.ther control of corporate reputations and communicate : - to the challenges of a business environment that is constantly in flux but seems to
with one another in real time, 24/7. = . ' 7L be moving in the direction of greater scrutiny and less favorable impressions of
_ Busm.ess leaderg today therefore must be prepared not only to handle the ' s corporations? In the next section, we will look at some of the ways companies can
mternatzon:-:il media spotlight but also to proactively counter the advocacy : stay on course while navigating these choppy waters.
groups looking to use today’s media environment to compromise their corporate , " P e o "
reputation—and bottom line—globally. o _ ... ... Becognize the Changing Environment
B First, managers need to recognize that the business environment is constantly.
‘ o evolving. The short-term orientation of today’s managers rarely gives them an
™ Naomi Klelin, No Logo: Taking Aim at the Brand Bulies {New York: Picador USA, 1938), p. 327, opportunity to look at the big picture of how this changing environment affects
* Ibid.. p. 280. o the company’s image with a variety of constituencies. Over the long term, this
\ . L perspective can have damaging resulis.
. mewmeﬁﬂc Enterprise.” Arthur W. Page Society, 2007,
” id in 2011: ; " Intarnat et :
e Worid in 2011 _U .Facts and Figures, !ntemat.;onal Te}ecommttmcaﬁmn Urion, November 2011. . : % Barbara Carton, “Gillette Faces Wrath of Children in esting of Rats and Rabbits,” The Wall Streat Joumal, Septerber 5,

®gid, o :
" . . ) ' ‘ .. AL
# Joshua Norman, “Intenet in 2010: 1077 E-Mails, 255M Websites," £BS News, January 13, 2011, L u 11b935 ’
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Coca-Cola took note when, in January. 2006, the University of Michigan sus-
pended the purchase of its products on campus.® This now classic business case -
had nothing to do with pricing or the products themselves; rather, it was taken -

based on concerns over environmental concerns in India and labor issues in
Colombia. Among the allegations was a contention that products contained un-

; acceptable levels of insecticides (PepsiCo’s products. were also found to contain

‘unacceptable levels of pesticides). . - . . v
‘The business and communication implications of this. revelation and the univer-

- sity’s subsequent reaction are manifold: First, the University of Michigan’s deci-
. sion was pro_mpt__ed by one man, Amit Srivastava, who ran a small nonprofit out
of his home in California, He mobilized students on campus to petition for the
ban—an organizational feat that, just a few years before, would have been un-
thinkable. Second, these visceral reactions on the part of students applied so much

. pressure that the'_company.ag_r_e_:ed to open jts overseas facilities to independent,

fransparent, third-party environmentai and labor audits.” Third, the event points

. to a major evolution in business: Sustainable business practices are becoming core’

brand values that can inspire change. Coca-Cola’s sustainability efforts changed
.dramatically over the course of a year, and the company appeared among the 2007
Global 100 Most Sus_’cai-r;able_Corporat_ions.in the World. It is still considered a
leader in sustainability today, as we will discuss further in Chapter 5.

.One of the most important challenges facing senior managers is the profoundly
unsettling impact of technological change. Andrew Grove, cofounder and senior
advisor to the executive management of Intel Corporation, explained, “We make
a cult of how wonderful it is that the rate of [technological] change is so fast,
But. .. what happens when the rate of change is so fast that before a technological
innovation gets deployed, or halfway through the process of being deployed, [an]
innovation sweeps in and creates a destructive interference with the first one?”
Although many agree that technology has helped business, it also has led to greater
uncertainty for business leaders and consumers alike, .

Unlike many shifts in the market that companies can anticipate by keeping
their fingers on the pulse of change, such as evolving consumer tastes, techno-
logical innovations can happen swiftly and have profound effects. Companies

- need to quickly determine what, if anything, they need to do to respond to such

changes.. _ : _

Adapt to the Environment without Compromising Principles

Second, companies must adapt to the changing environment without changing
what they stand for or compromising their principles. Chemical giant Monsanto

faced challenges when its foray into genetically engineered crops met with resis-
tance from protesters who labeled its products “Frankenfoods.” Protests were

“ http://www.umich.edu/news/?BG/pracmemu.
% {bid.
¥ Garten, Mind of the CED), p. 32.
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< hot limited to the company’s-headquarters in St. Louis but spread to some of

Monsanto’s latge, visible customers, forcing -M.cDonald’.s,.' for one, to announ;e
that it would no longer use the company’s genetically m‘od1f1ejd (QM) potat(;gz.g
-+ This issue ultimately took its toll on the company’s stock price in the late s,

+levern th  the company met Wall Street expectations. In response, Mc?nsanto
g‘c;il;'tﬁioziiw approgch érro handling the “GM bac.klash” throug}} ecllucatlol? ;nnd

~-outreach. Historically, the company had been-perc¢1ved as aggressively mar eun lgf
' products that the public'did not understand or trust. Now, Monsanto cgm;n i
. cated “The New Monsanto Pledge,” which outlined five key elements: dialogue,

transparency, respect, sharing, and delivering benefits.** Although the company

» ive a h to working with con-
1 4 continued to.produce GM foods; its collaboratw.e dpproach to- ;
i -gﬁrr;xeréroupsp and farmers to foster greater understanding of blotefzhnology s rols
= incfood production was viewed positively by many. who had previously oppose
Monsanto.so ol e e criiye

.+ Arie de Geus of .the MITSloan School of Management analyzed the strengths of

oy ' i Hliving ies!— > of 30 companies ranging in age
- what he defined as“living companies”—a group o :
; ‘f[:om-wD to 700 years scattered throughout North America, Europe, and Japan.®

One of the primary reasons these companies—including DuPont, W.R. Grace,

Sumitomo; and Siemens-~have managed to-endure has been their ability to

adaptto the rapidly evolving environment in which-they live. De Geus explains:

y .. " As wars, depressions; technologies, and politics-surged and ebbed, they always

seemed to excel at keeping their feelers out, staying attuned to whatever was

.. 'going.on. For.information; they sometimes relied on paclfets cfalrried over vast
- distances by: portage and ship, yet they managed: to react in a timely fashion to

- Y . . ”34
whatever news they received. They were good at learning and adapting,.
Don't Assume Problems Will Magically Disappear
Third, assume things will only get worse in today’s c_o'gp.plex environment, ssp&
- cially ‘with the ever-growing prevalence of 'congu'mepgenerated medla an: lotn-
line communications platforms. For example, twice, Sony executives have let a

. - bad situation turn worse before addressing the fallout. In October 2005, a blogger

' y that Sony BMG Music Entertainment distributed a copy-protection
siﬁgfn;hggzgiii;téirzad rootkit software, which seIf—il:qstalis on corr}pt.zte;s and
allows hackers to access the systems, posing huge security threats. W1_th1nt omra:;i
the story was percolating throughout the blogosphe.re., but Sqny exeTainves ﬁzrstsee
a blind eye, and Sony BMG's president of global digital business, Th E/Ima? 1(; _
made matters worse with this. statement to NPR on November 4.. o ost peop
don’t even know what a rootkit is, so why should they care about it? sitional

Needless to say, the problem didn't disappear over time, Bloggere;,, t;a i 101'13
media, and consumers gréw increasingly incensed__bx the company’s disregard,

n';lonathan E.Qw aﬁd Pam Cohen Kalafut, invisible Advantage: How Imtangibles Are Driving Busingss Performance
(Cambritlge: Perseus Books, 2002);p. 114. i o .

#lbid, p. 115, . oo T T fggj

% Arie de Geus, "The Living Company,” Harvard Business Review, March 1,

% | hid. B D T I R S S S U ST
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and class-action lawsuits soon followed. Six years later, in April 2011, Sony again

 found itself facing public outrage for its Poor handling of the aftermath of 2 serious ’ B
hacking incident. The hacking, which affected an estimated 77 million customers . Be
and compromised. sensitive user personal data, occurred between April 17 and .
April 19. Sony did not inform custorners of the breach until April 26. As a result of s happ ens, Consensus between the stidios and the writers is not even necessarily
the delayed communication, Sony faced consumer wrath in the blogosphere and LU the Bigge'sf:cﬁalleiigé each faces. Miich of the new onliné entertainment content

Inquiries from multiple governments; induding the U.S. House of Representatives ‘ S e ot coming from prafessional writers o producers at Al Rather, as others have

and the city of Taipei, Taiwan, One senator sent an angry public letter to Sony, writ- R enoted, it s coming frotn useis and user communities that stimulate one another

ing, “Sony’s failure to adequately warn its customers about serious security risks - tocreate content: . ... How this will shake out in the negotiations between the

is simply unconscioriable and unacceptable,”? . . .

- Inboth cases, had the company’s'execuﬁves.a‘nticipa.ted.the length of the story’s

/The author of the article, Henry Cheslorough,= executive director of the Center
Open Innovation at the Haas School of Business at University of California

+ Berkeley, also highlighted another detail that will continue to play a more preva-
- lent role in management and communication: y :

appeal, and had they addressed the issues at their inception in the blogosphere
they no doubt would have changed their commumication strategy. Most managers - e ! 1L o1 sa choico, |
assume that the American public has a short memoty about the problems comn- ok , T
i P Coinc’idenfall}f',‘as this'contention heated u
L “ percolated if the Bi _ ' €
- Some companies seem to be getting it right; but most are stil] getting it wrong 'strike of their-own, and Broadway went dark:
| i “union’s 121-year history, and it darkened 31 theaters, < Urlike the writers’ strike,
“which hinged in the proliferation of new media and its role in generating revenue,
; . - the stagehand dispute focused on work riles in their coniracts that the producers’
took place on opposite coasts, in New York City and Los Angeles, that illustrate - - “league claimed to be'exp and inefficient. ague wanted to change these
- unique communication strategies. - R RS TIE STITR. : ' 7 rules, and the consideration was not well received by the stagehands.
: On November 5, 2007, screenwriters took tothe streets'of Hollywood, initiating - +7 The strike lasted 19 days, during ‘which time New York Mayor Michael
-the first industry-wide strike in more than 19 years.® Under the representation of - ' * Bloomberg offered to provide: eutral place to negotiate; both
the Writers Guild of America, approximately 12,000 movie and television writers ~offers were decliried. What The ed “a series of back-channel con-
formed picket lines in response to failed negotiations with Hollywood producers

- ' versations between league members and ‘union officials” eventually precipitated
over their stake in new media reveniie, includitig downloaded movies and online’ = © talks that ended with a resolution,
promotional showings of movies and television shows, . . ' . Again, it is difficult to assume a problem such as one that left Broadway dark
. The strike crippled the Industry, as networks such as CBS and ABC had to shut- S ut the communications strategy proved to be much
down production of major primetime shows. Clearly, producers could not just. _ e

hope the problem would disappear, but their communications and negotiation _
strategies posed interesting nuances. For example, a Business Week article entitled
“Behind the Hollywood Strike Talks” highlights an underlying factor:

What makes the often fractious negotiations particularly interesting this time are
the underlying business-model chaHenges‘confrontmg both sides. Business models
enable companies (and organizations such as the 12,000-member Writers Guild of

Keep Corporate Communication Connected to Strategy
America or the Alliance of Motion Picture & Television Producers) to create and

: o Fourth, Corporate communication must be closely linked to a company’s overall
capture value. . .. The traditional business modeis of both sides worked well when : o vision and strategy. Few managers recognize the importance of the communica-
there were 2 handful of movie studios and three major TV networks. But now : _ - tion function, and they are reluctant to hire the quality staff necessary to suicceed
cyeryone can be a writer or a producer, and every computer is potentially a studio, ' ’ 5 in today’s environment. As a result, communication people are often kept out of
able to create and publish content. More than 1 billion people on the planet are - : the loop
connected to the Internet, a healthy portion of them via high-speed broadband : = )

Successful companies connect communication with strategy through structure,

¥ Steven Musil, “Senator Slams Sony's Response to Security Breach, "CNET com, May 3, 2011, such as having the head of corporate communication report directly to the CEO.

® http://www.nyﬂmes.com/zmm1/OG/business/media/ﬂﬁstrf‘ke,htmi?_rﬂ&mef:slugin.

* Henry Cheshrough, “Behind the Hellywood Strike Talks," BusinasslWeek November 1, 2007, http:/fwww, businesswaek
‘com/fnnnvate/content/novZGO?/idZDU?T } 1779708 htm?chan=search,

% http://www.nytimes.com/ZﬁfJ?ﬂ 1 /29/theater/29bmadway. html?em&ex=11 96485200&en=923b44f}5b38396:19&95‘:5[?87
%UA. : X ERHE
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‘The adyar}tage of this kind of reporting relationship is that the communications
professional can get the company’s strategy-directly fiom those at the top of the

“organization.-As.a restlt, all'of the company’s communications will be more stra.

tegic and focused (see Chapter 3 for more on structure); . -

The aforementioned Arthur Page “Authentic Enterprise” report also urged en

. terprises to define and activate their core values in new ways, which “demand

_mcreased_delegatjdr_} and_empowgrmenf, while mafntaining consistency of brand,
cus_t}omer’ rel_atl___onshlps, public reputation and day-to-day operations. Values are
- the ‘glue’ shaping behavior and uniting coals. However, building a management

- system based on values is a significant challenge. Understanding what the com

pany and its people truly value and turning that into pervasive behavior require:

new kinds of leadership, tools and skillg,”4!

In Chaptetj 1(_)_;,' we will take'a look at how Johnson & Johnson (J&J) handled the:
Tylenol cyanide ¢risis of the early 1980s. Part of #hat helped the company deal
S0, sgccgssfully:with_ this dire situation was the existence of the J&J Credo, a com-

- panywide code of ethics that spells out J&]J’ $ promises to.its many constituencies.

feeling the halo effect from its handling of this situation.

N ’ . i | e

Companies’ corporate communications teams play a pivotal role in defining .

.8 corporate mission—the cornerstone of a company’s oyierarching strategy-—and -
cominunicating that mission to internal and external constituents. Given today’s

_ relipidl-y c_h.angmg environment, a clear-cut corporate mission not only keeps em-
ployees flhgnec_i with what the company is striving to be but.also can act as a source
of stability for consumers weary of the constant change_surrounding them,

The business envitonmient is constantly changing. Everyone in business today,

ness looking to make‘its mark in the international arena, needs to communicate

strategically. The way organizations adapt and modify their behavior, as mani- -

‘festgd th?ough their communications, will determine the success of American
bus_me_s:s__ in the twenty-first century.

“*The Authentic Enterprise,” Arthur W, Page Seciety, 2007.

whether at a large corporation with a national union to deal with or a small busi-.
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oogle, Tnc.

8

‘Do

ol

faced at the close of 2005, when data

ovide user information inv a case the govern-~

oncile that decision with its stance on “Evil.”

at the January 25, 2006, launch of its new por-

al it China; Google.cn, would direct criticism

k-on: the company. To operate the backend

f its search engine, Google agreed. that the

ortal: would ‘automatically filter results con-

dining content considered objectionable by the
unese government.. + T :

hild for the controversy surrounding

ththe reality that the company might truly
‘odds:with the golden image of its own
ing..Whereas once Google was able to tout
heeling, creative culture, whispers in
he press suggested that Google might be the
Microsoft iCorp.—just another soulless,

eragreeing to censor Internet search results - -
hinia; ‘Google, Inc. found its corporate’

ra—breezily summatized by its founders
: Be Evil"—under heavy fire il January::

3 ' 606. The search enginie giant knew bad public-
ould be part of any tradé-off if it wanted to' -
“otie a-major player in China’s burgeoning

‘had: faced little besides: fawning -
ublicity from the tech press since its found-:
g in'1998, though hints of the-public relations.” <
daches on the horizon for the company -

rivacy concerns intersected with-the U.S;"
rtment of Justice. Google: had refused to:

was: building-against child pornogra-"
‘and as it watched its:stock price fall, it~
Iready begun wrestling with-how to rec- "

blic:appetite for the company’s products -

only to-have intensified since Google’s - -

ssful-~albeit unorthodox—initial public -
i :2004; but the company still feared

Knowing full well that it could become the

ket entry-into the still-reforming China,
00gle’s top executives also had to grapple - .

iﬁflexible',- corporate behemoth.' A" December
2005 cover-story in*BusiniessWeek tagazine
blared “Googling for Gold”* and suggested that

“the company’s‘true interests were more prag-
“matic than pie-in-the-sky ideals; and a February

2006 headline of Time magazine asked, “Can
We Trust Google with Our Secrets?”2 -

The situation escalated when U.S: Repre-
sentative Tom Lantos, a Holocaust survivor

- and human rights advocate; began to speak

out publicly against Google’s entty into China,
comparing its actions to those of U.S: compa-
nies that collaborated with Nazis priot to World
War I1.% Already struggling to stay in front of the
story, and sending out mixed messages when it

~ came to its stances on privacy and open access
“to information, Google kriew it needed to do

something to clear its name—or risk becoming
just another dot-com company:’ i

TWO KIDS IN A SANDBOX

Google’s well-documented roots began at
Stanford University, where cofounders Sergey
Brin and Larry Page met as doctoral computer
science candidates in the mid-1990s. A shared
love of technology made it only a matter of time
before the two overcame their initial dislike of
one another and began collaborating on proj-

~ ects outside the classroom.

_ Over the next few years, the duo worked

:t_i_:réiessly on a way to scan and index the in-

formation scattered across the Internet. Other
search engines had attempted to do the same

E Flohen Fér;;éd and B_en'Engn,' '_’Gobg!ing fbr Gold,” Busr'nessWéek,
December 5, 2005, pp. 60-68.

. 2Adiignatius, “In Search of the Real Google,” Time, February 20, 2008,

“pp. 3648

3“0&A; Congressman Tom Lantos,” Aed Herring, February 17, 2008,
hitp:/fwww.redherring.com/PrintArticle.aspx?a=157798&sector=
Q&And A. ST
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fastest responsiveness rate by users in China:
and was accepted as a clear leader in the market
in terms of both brand recogmtmn and usage
fates.

Buta study by Keynote Customer Experience
Rankings acknowledged that ‘the competl-
tive advantages maintained by Google in the
United States would be easily transferable to

- the Chinése market. Chinese customers ranked -

o Google first, beatmg Baidu, Yahoo, and MSN,

in categories such as search’ quahty, image .
‘search, and reliability. Accordmg to the direc-
tor of tesearch and pubhe services for Keynote,
““We see that Chinese consumers really like the - -

overall Google experience better. Evertually,:

“this promises to translate into increased mar-+-

B ket share, particularly given ‘Google’s strong
*resources and focus on the market.”8
© With the introdiction of ‘Google.cn, Chinese
‘ :"‘users wotild be ablé to access the same search
' engme With 4 speed ‘similar to that of Google
“com in the United States. Although Chinese

users would have previously received the same
 limited résults, it would now be Google—and

not thé Chinese government-——routmg the

inquiry through tts own servers to remove -

‘oanned content

NGOS, COMPETITORS,
AND CONGRESS MAKE NOISE

On the heels of Google’s announcement of its
official launch in China, a number of nongov-
ernmental organizations (NGQs) soon 'voiced
strong opinions against Google, a leader by
any means in the online arena, engagmg inany
- form of censorship.
Reporters Without Borders {(RWB), a Paris-
based public interest group acting as'a media
watchdog on an international level, had al-
ready established itself as:the Jeading ‘critic of
U.S. search engines that agreed to censor ma-
‘terial to gain-access to international markets.
Beginning in 2004, the group wrote to top US.

¢"Gaogla Poses Strong Challenges to Leader Baidun China, Beports
Keynote,” Business Wire, January 18, 2006.. . .~

- ing overseas Internet filtering and condemning
and freedoms-of the press.” When Google de-

‘later, the interest group leapt on the opportu-
' nity to bring the'issue back into the spotlight.

~online privacy are the height of hypocrisy in
‘view of its strategy in China,” said'RWB in

:freedom’ had ranked China 159 out of 167

-easier: for the Chirlese government to control

. Pain, head of RWB’s Internet desk.:

“timony for: a-February 1 hearing before the

-in an effort to draw exposure to:the issue.

_ gﬂepoﬁers Wlthuut Borders "About Us," http //www rsf. org,frubnque

officials, pleading for-a‘code of conduct regard-
that if all the search engines acted to-

attacks on whatit considered to be the rights

cided to enter: the Chinese market two years ce access:within the country.?

to act onvits: threat, of orgamzmg an

“Google’s statements about respecting

a January ‘25, 2006, press release; issued in
response to Google's. arinouncement.”’ The
group argued that continued censorship would
only: lead China to'become even more isolated
from the olitside world, a worrisome prospect
considering that'a 2005 RWB survey of press

) -usmg the Internet ”14

cotintries.“When a search engine collaborates
with the government like this, it makes it much

what is being said on the Internet,” sa1d ]uhen

Meanwhile, Human Rights Watch (HRW)
the largest- human rights orgamzatmn based
in the United States, was preparing its tes-

-and Li!Zhi in 2003.' The company
ded its actions by saying that it didn’t
how the information would be used. “1
ike the outcome of what happens with
ings,” said Yahoo cofounder Jerry Yang.

U.S. Congressional Human Rights Caucus. The
group had a history of investigating key human
righits abuses, both within the United States and
internationally, and then publishing its finding

The centerpiece of its argument was tha
the Chinese government would be unable to
carry out censorship effectively without the ¢
operation‘of U.S. search engines. According to
the group, the United States’ dominance in th
search engine market gave providers consider
able leverage agamst any country that hoped

licly ncouraged the American government
dle the issue, the company said that it
early for itself to recommend how.®

i, "U. S Put Pressure an internet Compames tu
of Exprsssmn " Yestimony hefore the Cnr;gresseonal

Tighits Cacus, February 1; 2006, http f/hrworg/en lish/
/DZ/ﬂl/chzna12592 htm. - - =

hingse Intemet vs. Free Speech Hard Choices for U.S.
San Francisco Chronicle, September 18 2005

php37id_rubrigque=280.

©"Goagle Move 'Black Day' for China,” BBC News, January 25, 2008
http://news.bbe.ca.uk/1/hiftechnology/4647338.5tm,

" Howard French, “Daspite Web Crackdawn, Prevailing Winds Are
Free," The New York Times, February 8, 2008.

- 2Hurnan Rights Watch, “Abaut HRW,” http:/fwiww. hrw urg/aboiit/
whoweare.html.

ahoe Outlines Startce on Privacy and Free Speech .
Jdoumal, February13 2008, p. AB

fiinese Internet vs. Free Speach.”

_ahou_ Outlm__es_Stance.

1 the Information Age. The group.

efusmg to comply with Chinese cen-
rules; they. would bein position to push -

spite: the: strong stance, the groupf -

'atlonaI boycott of search engme promd-- -
. longer exists” and outlining a policy in which

-issues: a31de, both Yahoo and-:...
+.. Cisco Systerns was one of the two U.S.-based

ict the Chmese Internet journalists Sh1

ave to follow the law.”"” While Yahoo
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In December 2004, MSN complied with an
order from the Chinese government to close a
site belonging to Michael Anti, a Beijing-based

- employee of The New. York Times and one of
China’s most popular bloggers, who had been
addressing sensitive political issues.” Microsoft
chairman Bill Gates responded by stating that
“The ability to really withheld information no

- sites blocked by .government restrictions would

. still be available in all other parts of the world.®

- Although not a direct competitor for Chinese
market share; the physical networking provider

companies, that the Chinese government re-
lied on for a 2004 network upgrade to improve
substantially the government s ab1hty to track
Internet searches.® - .
. Yahoo and Microsoft 1ssued a ]omt statement
on, February 1-in support of a collaboration

with Google, Cisco, and the U.S. government
~to create:industry guidelines for handlmg gov-

ernmental restrictions on their services in the
future.” -

‘The Congressmnai Human Rtghts Caucus
also met. on February 1 to address “Human
Rights and the Internet: The People’s Republic
of China,” billed as an effort to encourage

. policy discussion among Internet companies.

Attendance at the briefing was optional, and
Yahoo, Google, MSN, and Cisco all chose not to
attend.” Google released a statement the day
of the briefing, thanking the caucus for the in-
vitation and citing a previously scheduled com-
mitment as its reason for not attending.? (See

: Appendlx B for the OfflClal Google Blog )

® Fremh Despne Web Crackdown )
. ®Robert MchMahon, QKA The Great Furewa!l Gf Chlna i The Council

on Fore;gn Relatmns February 18, 2[306
2'Ibsd

_ '_22 Lawmakers Biast Internet F!;ms over Chma " Assoc.'ated Press
Febrasary 1, 2008, httil //www msnbc st com/ldﬂ T134689/from/ET/.

Bhid,

# Andrew:Mclaughlin; "Human Rights Caucus Briefing,” Google Blog,
February 1, 2006, http://gosgleblog. blogspot. cam/2008/02/human-
rights-caucus-brigfing.htm.
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- The statement also outlined Google’s strat--

egy for its operations in China, emphasizing
the protection features it had put in place to
- minimize the harmful effects that its filtering
system would have on information’ seekers.
First, Chinese users would be:notified when

their search had been altered by the filtering :
system. Second, services such as GMail, chat -

rooms, and blogging—all involving users’ per-
sonal information—would: not yet be offered
out of concern that the Chinese government
could demand such information, as it had from

- Yahoo in prior instances. Third, large invest- .
~ments would encourage continued research

and development within China.

- For Representative Tom Lantos, 'héad of the ..

House International Relations Committee, the
statement was not enough. “These massively
successful high-tech companies, which couldn’t
bring themselves to send representatives {o this

- 'meeting today, should be ashamed,” he said."
“They caved in to Beijing for the sake of profits.”% - -

A follow-up February 15 hearing was de-

manded by Representative Chris Smith, and

- before Congress could follow through on its

- threats to subpoena the four major companies, ‘-

3 aII-‘i;tdicated ?heir plans to_att.end.-.
PRESSURE FROM SHAREHOLDERS
AND CHINA =

In the weeks leading up to the caucus hearing,
Google’s stock had already fallen nearly 7.5 per-
cent, from a high of $471.63 on January 11,
which the company. partly blamed on the
Department of Justice request. Aithough the
January 25 announcement to enter the Chinese
market had been met favorably by investors,
the release of poor final numbers in the fourth
quarter of 2005 marked the first tHime Google
had missed its earnings expectations, causing
the stock to open with a loss in valte of nearly
$15 billion the morning of the caucus hearing.
#“Google Censors Itself for Ching," BRC News, January 25, 2008,
http://news.bhc.ca.uk/1/hs'/technelogy[4545596,stm.. -

“"Lawmaers Blast Intemet Firms over China, ==

- ing, falling to $342.40. "« ... -
-~ found itself facing further headaches in China

- Google was under investigation by Chines

~ company offer GMail and blogging services.

~said, “While removing search results is in
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It would hit another low on the day of the hear

e changing environment for
ect Google’s ability to communi-
cate in this situation?
2. Where is the company most vulnerable,
from a communications standpoint?
3. What are the key problems Google faces in.
this situation? _
4. What advice would you give Brin, Page, and
Schmid#?

Source: This case was originally prepared by
Research Assistants Brynn Harris and Allison
Ogilvyunderthedirection ofJamesS. O’Rourke,
Concurrent Professorof Management, Mendoza
College of Business, University of Notre Dame,
as the basis for class discussion rather than to
illustrate either effective or ineffective handling
of ‘an administrative situation. Information
was gathered from corporate as well as public
sources. Reprinted with permission from fames
S. O'Rourke, University of Notre Dame.

~In‘addition to its problems at homs: Gbogléf

est number of people?”!
Brin, Page, and Schmidt knew they had
evelop a winning strategy to convince the
et that Google could handle the balancing
n commerce and conscience and, in
s, reestablish their company as the in-
eader with a soul that it had been in

A state-run newspaper would soon report tha

autherities for operating in China without a
“proper license? and, in an accompanying edi-
torial, criticize Google for entering the Chinese
matket, only to complain about being required
to follow Chinese law. = > oo oo :
Chinese authorities had receritly begun pres-
suring Google to eliminate the very protective
measures the company had hung its hat'on in
its original statement to thie caucus. The govern-
ment wanted. the notification that appears on
the bottom of every filtered page gone, wanted
to cut off rotindabout access to Google’s unfil-
tered search engine, and: demanded that the

ght ©2006. Eugene D. Fanning
siness Communication; Mendoza

niess, University of Notre Dame.

i prepared by Research Assistants
Harris and Allison Ogilvy under the
ion 6f"Iames 8. O'Rourke; Professor of
ent. Information was gathered from

s well as public sources. Reprinted

Page, Brin, and Schmidt: had contiriued +
argue that the benefits outweighed. the costs -_
of entering China; In a statement defending
Google’s original January 25 announcement;.
Senior Policy Counsel Andrew McLaughlin

consistent with Google's mission, providing
no information—or a heavily degraded user:
experience that amounts to no information:
[which is what the Chinese government had -
been providing}—is more inconsistent with
our mission,”? ' : =

Vint Cerf, who holds the title of ChiefInternet .
Evangelist at Google, further justified the move
in an interview. “There’s a subtext to ‘Don’t be
evil,”” he said, “and that is ‘Don’t be illegal.”"™®
As McLaughlin explained it on Google’s blog,
“We ultimately reached our decision by asking
ourselves which course would most effectively

TPhitin Pan, "Chinese Media Assail Google,” The Washingrbn Fasr, .
February 22, 2006, p. AD9. o :

Blhid, :
#John Yang, "Geogle Deferids Censorship of Web Sites,” ABC

News, January 25, 2008, h_t'tp’://abcnews.go.comﬁechno#bgy/
print?id=1540588. - ' .

@ lgnatius, “in Search of the Real Googla.”

ndrew Mcl'a'ughiin, "Google in China,” Google Biog, January 27,
ﬁ://gaogleblog.biogspot.comjzaﬂﬁ,/m /fgoogle-in-china.him|,
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‘Member Brl.efmg on another date, to brief

Members individually, and to continue briefing
staff on our. activities in. China. |

. GOOGLE.CN IN CHINA
The rationale for launching a domestic version
of Google in China—a website subjectto China’s
local content restrictions—is that our service

in China has not been very good, due in large
measure to the extensive filtering performed

by Chinese Internet service providers (ISPs).

Google’s users in China struggle with a service
that is often unavailable, or painfully slow.
According to our measurements, Google. com
appears to be unavailable around 10% of the
time. Even when users can reach Google. com,
the website is slow, and sometimes produces
results that, when clicked on, stall out the user
’s browser. The Google News service is almost
never available; Google Images: is available
only half the time.

These problems can oniy be solved by creat-
ing a local presence inside China. By launching
Google.cn and making a major ongoing invest-
ment in people, infrastructure, and innovation
within China, we intend to provide the greatest
access to the greatest amount of information to
the greatest humber of Chinese Internet users.
At the same time, the launch of Google.cn did
not in any way alter the availability of the un-
censored Chinese-language version of Google.
com, wh;ch Google prowdes globally to all
Internet users without restriction.

2




Corporate Communication, Sixth Edition

26 Chapter One

In deciding how: best: to
-hinese—or any—market, we must balance
our commitments to satisfy the interests of us-
ers, expand access to information, and respond
to local conditions. Our strategy for doing
business in China seeks to achieve that balance
through improved disclosure, targeting of ser-
vices, and local investment. ¢ - .

A. IMPROVED DISCLOSURE TO
USERS OF GOOGLE.CN.

In order to operate Google.cn as a website in
China, "Google is required fo remove some
~ sensitive information from o search results.
These restrictions ate imposed'by Chinese laws,
regulations, and policies. However, when we
rémove contént from’ Google.cn; we disclose
. that fact to our users. This approach is similar
- in principle to the disclosures we provide when -
we have altered our search results to com-

SR | e
tary Industry Action. Google suppor

o terne m%?lstr)'ractiontodefmecomn"ton

s to guide technology firms’ practices

e Google.cn lannch, we

continue to make significant investments
research and development in China, We belig
these investments—and the innovations 'th
will result—will help us to better tailor 0

- products to user demands and better demg

other with colleagues at otherliead%ng
et companies, we are actively egpl?rmg
potential for Interet industry guide 1}1\1{2:
only for China but for all countries in whic 1
‘et content is subjected to governmenta

ns. Such guidelines might encompass,
mple, disclosute to users, and reporting
ywernmental restrictions and the mea-
taken in response to them.

ment, such as building stronger, more efficie;

and more equitable markets, promoting 't
rule of law; :and: bolstering thefight. again
- corruption. . S

ernment-to-Government Dialogue. In addi-
ommon action by Internet companies,
e is'an important role for the United States

‘While China has'made great strides in
past decades, it remains in many ways close
We are not happy about governmental restri
‘tons on access to information, and we hop
that over time everyone in the wold will com;
to enjoy full access to information. Informatio

ply with local laws in France;, Germany, and
the United States. When a Chinese user gets
search results from which one or more results
has been filtered, the Google webpage includes
an explicit notification"~an inidication that the
- search results are missing something that might
- otherwise be relevant. This is not; to-be sure, a
tremendous advance in transparency to users,
but it is at least a meaningful step in the right

and communication ; incly
the Internet, email, insta Imessaging, weblogs
peer-to-peer applications, streaming audio an
video, mobile telephony, SMS text messages
and so forth—has broiight Chinesé Citizens
a greater ability to read, discuss, publish and
communicate about a wider’ range of topics
events, and issues than ever before. We believe
that.our continued engagement with China is
the best (and perhaps only) way for Google to
help bring the tremendous benéfits of universal
- information access to all our users there. .

Il NEXTSTEPS =~
1. Expanded Dialogue and Outreach. For mor
thana year, Google has been actively eéngaged in’
discussion and debate about China with a wide
-range of individuals and organizations both’
inside and outside of China, including tech
nologists, businesspeople, government officials
academic experts, writers, analysts, journalists,
activists, and bloggers, We aim to expand these
dialogues as our activifies in China evolve, in
order to improve gur understanding, refine our
approach;, and operate with opennéss.”

direction. s :
- B.TARGETING OF SERVICES
ON GOOGLE.CN.
Google.cn today includes three basic Google
services (web search, image search, and
Google News), together with a local busi-
ness information and map - service, Other
products—such as Gmail and Blogger—that
involve personal and confidential information .
.- will be introduced only when we are comfort-
-able that we can provide them in a way that
protects users’ expectations about that infor-
_mation, We are conscious of the reality that
data is subject to the laws and regulations of
the country in which it is stored, and we make
decisionts about where to locate our services
with that reality squarely in mind.

o5 that restrict access to informa-

T
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government to address, in the context of its bilat-
eral government-to-government ‘relatlonsmps,: |
the larger issues of free expression andbopeg
communication. For examplle, as a Us.- ase
company that deals primarily in mformat;g:?,
we have urged the United States government to
treat censorship as a barrier to trade.

like to thank
On behalf of Google, I onId

the members of the Human Rights Caucus lfor
their attention to these important and pressing
issues.




