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Appendix: The Johnson & Johnsonh treco

believe our first responsibility is
wio the doctors, nurses and pagézzzsénd cervices
who use our pro S.
£ mo?herihggg iiédgtgsz:ything we do must be of high quality.
n meetlm%e must constantly strive to reduce our costs

in order to maintain.reasonable prices. cel

customers' orders must be serviced promptly and accurately.
s liers and distributors must have an opportunity

our supp to make a fair profit.

sponsible to our employees,
he men angew2;an3hg work with us throughqug the world.
£he Everyone must be considered as an {nd1v1du§1. )

We must respect their dignity and recognize tpelyl?erlt.
They must have a sense of security in their jobs.
Compensation must be fair and adequate,

and working conditions clean, orderly and safe.1 inte
Employees must feel free to make suggestions and compla {
e ust be equal opportunity for employpept, developmen
There T and advancement for those qualified.
We must provide competeqt managemen;,
and their actions must be just and ethical.

i the communities in which we live and work
e are‘rgspons;:éetgothe world community as well. o
: ust be good citizens - support good works and charities
e m and bear our fair share of taxes.
We must encourage civic improvgments
and better health and education.
We must maintain ip good order
the property we are privileged to use,
protecting the environment and natural resources.

our final responsibility is to our stogkholders.
Business must make a sound p;oflt.
We must experiment with new ideas. 4
Research must be carried on, 1nnoyat1ve programs develope
and mistakes paid fo;. lities provided
i be purchased, new facilitie
New equipment mz:s newpproducts launched. )
Reserves must be created tg provide for aqve;se times.
When we operate according to.these p;lnc1ples,
the stockholders should realize a fair return.

Endnotes:

1. conference Board (1992, p. 11).

- See Pitt and
i nd Montgomery (1980, pp. gl 83.[ :
2;05;23¥;Zn§= (1990? p. 1602) for a discussion of this and

other surve_ results.
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3. DeGeorge (1990, p. 163) defines stakeholders to be all
constituencies to which the firm "has any moral obligations".
Freeman's (1984, p. 46) definition includes "any group or
individual who can affect or is affected by the achievement of
the organization's objectives."” For convenience of exposition
I adopt a somewhat narrower definition. In this paper, I use
the term "stakeholder" to indicate the set of all (potential)
corporate claimants except equity owners. This group
typically includes employees, suppliers, customers, clients,
and the surrounding community.

4. This treatment of effort costs and asset ownership differs
from that found in Hart and Moore (1990). I allow for
"partial" asset ownership rather than assuming that assets are
indivisible lumps that must be allocated in full to a single
player. I also allow asset ownership to influence the
marginal cost of effort as well as its marginal product.

5. By "ownership" here I mean the right to use an asset
without having to purchase it; the right to obtain full
compensation if the asset is damaged; and the right to
withhold access to the asset.

6. This assumption reflects a more general definition of
ownership than the one found in Hart and Moore (1990).
Allowing fractional values for a enables me to treat worker
health as a diverse asset. "Fractional ownership" makes it
possible to consider a variety of compensation levels for
worker illness or injury.

7. Note that since the functions
v(%y|.,.) = ¢(%x].,.) and
vV(x].) - S (%] .)

indicate the opportunities available to individual players
when acting alone, these functions define the "default" or
"reservation" utilities at given levels of effort for owners
and workers respectively.

8. See Shapley (1988 reprint of 1969 article, p. 316).

9. This is a game with "transferrable" utility: monetary
transfers have the same value to both players. The parameter
6 serves to allocate joint output between the two players.
The first bracketed term represents the difference between the
output share received by player 1 and that player's defar "
utility. The second bracketed term represents (.o
corresponding difference for player 2.
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