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PART TWO American Business and lts Basis

»— Government welfare programs subsidize Wal-
Mart’s poverty-level wages. According to one
congressional report, a two-hundred-employee
store costs the government $42,000 a year
in housing assistance, $108,000 in children’s
health care, and $125,000 in tax credits and
deductions for low-income families. And
internal Wal-Mart documents, leaked to the
press, confirm that 46 percent of the children
of Wal-Mart’s 1.33 million workers are unin-
sured or on Medicaid, The document also
discusses strategies for holding down spend-
ing on health care and other benefits—for
example, by hiring more part-time workers
and discouraging unhealthy people from
working at the store by requiring all jobs to
include some physical labor.

s As .Wal_u_Mé'rt grows and grows, and as its

competitorsfall by the wayside, consumer -
choices narrow, and the rerail giant exerts ever

greater power as a cultural censor. Wal-Mart, -~
for example, won't carry music or computer- .
games with mature ratings. As a result, the -

business practices. And even its usual critics
applauded when the company responded rap-
idly to Hurricane Katrina, sending truckloads
of water and food, much of it reaching residents
before federal supplies did.

When it comes to Wal-Mart, Professor John
E. Hoopes of Babson College encourages peo-
ple to take a long-term view: “The history of
the last 150 years in retailing would say that
if you don’t like Wal-Mart, be patient, There
will be new models eventually that will do
Wal-Mart in, and Wal-Mart won’t see it com-
ing.” And, indeed, since 2005 the company’s
sales growth has slipped as the Interner has
changed people’s shopping habits and as other
discounters have done a better job of artract-
ing affluent consumers and providing higher

- quality and better service.

big music companies now supply the ch'un' g

with sanitized versions of the explicit CDs'
that they provide to radio stations and that -
are sold elsewhere. The retailer has removed
racy magazines such as Maxim and FHM.
from its racks,-and it obscures the covers of

Glasnour, Redbook, and Cosmopolitan with

binders. Although most locations offer inex-

. pensive firearms, Wal-Mart won’t sell Preven,

“a morning-after pill—the only one of the top
ten drug chains to decline to do so. -

For these reasons, Wal-Mart’s expansion is .

frequently meeting determined local resistance,
as concerned residents try to preserve their com-
munities and their local stores and downtown

shopping areas from disruption by Wal-Mart
through petitions, political pressure, and zon- -

ing restrictions. As one economist remarks, for
Wal-Mart “the biggest barrier to growth” is not
competition from rivals like Target or Winn-
Dixie stores but “opposition at the local level.”
As a result, Wal-Mart has begun responding to
the criticism that it is a poor corporate citizen
and miserly employer by improving employee
health insurance coverage and adopting greener
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- In"the meantime, where you stand on Wal-

- ‘Mart probably depends on where you sit, as
5 ]effrey Useem writes in Fortune magazine: “If

you’re a consumer, Wal-Mart is good for you. If

yow’re.a wage- earnet, there’s a good chance it’s

bad for you. If you’re a Wal-Mart shareholder,
you want. the company to grow. If you're a

‘citizen, you probably don’t want it growing in
: your backyard So, which one are you?”

DiScussion Questiuns '

1. Do you like Wal- Mart? Do you shop there?
If so, how frequently? If not, why not?

Is there a Wal-Mart store in your area? If
50, has it had any impact on your commu-
nity or on the behavior of local consum-
ers? If there’s no store in your area, would
you be in favor of Wal-Mart opemng one?
Explain why or why not. :

Is Wal-Matt’s rapid rise to retail dominance
a positive or a negative development for our
society? What does it tell us about capitalism,
globalization, and the plight of workers?
Can a retailer ever become too large and
too powerful? - :

Is opposition to Wal-Mart's expansmn a
legitimate part of the political process or is
it unfair interference with our market sys-
‘tem and a violation of the company’s rlghts’
Do opponents of Wal-Mart have any valid
concerns? '

2.
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In the Ias__ fcw decades, sahcone has become

a.crucial industrial product, playing a role in

the manufacture. of thousands of products, |

from'.lubmcants -to adhesive labels to Silly
O_nc of its medical- uses, however, has

‘been contmverszalwnamely, as the gel used
for breast implants. Dow Corning, which ‘was
founded i in 1943 to-produce silicones for com-
mercial purposes, invented mammary prosthe-
ses in the 1960s. Since then a million American
women have had bags of silicone gel implanted
in their. breasts. For. many of them, silicone’

. zmplqnts are: part of: reconstructive surgeryf
after breast cancer or other operations. How-
ever, by 1990 four out of ﬁvc implants were for

the cosmetic augmentation of normal, healthy

_ breastSWa procedure that bec me-rmcreasmgly“:
: popular in the 1980s as cele_

Tociay, however, what used to be a’comm

'electwe opcranon s arely pcrformed 3. The -5

eport

S - Zf:forct:s marshaled.against the manufacturers of

silicone bags. By 1994, some twenty thousand
~lawsuits had been filed against Do, ling
e . alone. Entrepreneurxai lawyers organized most
-"'_'of these actions into a' few large I;

_' _.'cone gel causmg severe. jomr and muscle pain, b

- weight loss, and fatigue. On the basis of docu-
~-ments suggesting that Dow Corning knew of 3
' _-'*th@ angers of lcaky bags, a San Francisco jury.
- found the company guilty of negligence and L

; 'traud and awarded Hopkins $7.3 million,
41 When Dow Cormng first sold breast nnplants-'

in 1965, they were. sub;eu to no specific gov-
--"_;--ernment regulations. In 1978 the Food and
~ Drug Administration, dassaﬁed them as
: ;H” devnces, meanmg that they dzd not need.ﬁi :

non not to. hav"'the'_'__' ags rem

: 'problem was how to. dlstmguish oin
~from causarion, For exam
“tissue disease str;kes 1 percen of all w
'_’and if 1 m1111on women h“v

' “Ciassﬁnj' =

CHAPTER 6 Consumers 327

testmg ro remam on the market In 1989 how—
ever, as worries about the dangers of snhcone__
implants increased, the FDA reclassified them
as “Class III” devices and in 1991 required all
manufacturer: ‘submit safety and effective-
ness data. Although some FDA staff members
were scathingl critical of the poor and incon-
clusive documentation submitted by the manu-
facturers, .the __FDAs 1dv1sory panel ruled that
the 1mplants were not a ‘major threat to health,

blic need; i it voted to. keep them on

e Hop ,E;'however, Dav;d A _
Kessler the_FDA new_'_chalrman, called for a-

dy d __{:he opera»-:

_'oratonum aIso galvamzed th lega
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- statistically one should expect that ten thou-
" sand women will have both implants and
connective-tissue disease. 50 if a woman devel-
ops the disease, can it correctly be said that it
" was caused by her breast implants? Moreover,
“not only does silicone appear to be chemically
inert, but silicone from a ruptured breast implant
will remain trapped inside a fibrous capsule of
scar tissue. Nevertheless, on the basis of the
panel’s recommendation, the FDA ruled that
silicone may be used only for reconstruction
and that cosmetic breast angmentation must
be done only with saline packs. -
At that point the gulf between science, on
" the one hand, and the FDA and public opin-
" ion, on the other, began to widen further. A

Mayo Clinic study published in the prestig-

verdict against the company, despite the lack
of scientific evidence. Disregarding the stud-
ies in the New England Journal of Medicine, -
the jurors were convinced that this particular -
plaintiff’s -suffering ‘somehow stemmed from.
her Dow-manufactured breast implant. A few
years later; the women who said their silicone
breast implants made them ill agreed to settle
their claims against Dow Corning for $3.2 bil-
lion: The ‘settlement is part of its bankruptcy
reorganization plan ‘and-is similar to a set-
tlement ‘entered ‘into earlier by 3M, Bristol-
aibb, and- other manufacturers of

ious New England Journal of Medicine in’ S

June 1994 showed that there was 1o differ-

ence between women with breast implar

and other women with ;csp'c';t_-___toZ.:i'nc_':'idéi' c

of connective-tissne disease;’ by the su
of 1995 two larger studies had nfirm
Mayo Clinic’s report. On. fo t
. FBI and other investigators exposed
* labs that were selling to lawyer
' fraudulent test results purportin

omis linanimous and
no evidence that breast implants cause .
20 'any_zki_ndjﬁ_g%.;___:. e y

Ther

idoace of amy kind®
1In light of these findings and the recom-
mendations of a federal advisory panel, in July
2005 the FDA gave conditional approval to

" Mentor Corporation’s application to produce

- gilicone: breast implants, thus effectively end-

- disease keeps changing. 8¢
~ fibromyalgia; which is include
““ies. Many feminist :
" science; they believe that w
' attention to statistics a
. greater attention to the wome
. fered. These women Know

* have been ‘through, and the
 that their implants are responsible

~ 7 This reasoning, and the skepticism toward. :
science and statistics that it represents, has
- swayed jurors. After Dow Corning filed bank-:
: brought to a halc the

aptcy_in 1995, which.

he first of these resulted in‘a '$1f4'.1"iﬁilii'¢1i

lawsuits ‘against it, new lawsuits “were filed
Against its parent companyy Dow Chemical.

l " inga thirteen-year ban on the use of silicone
- for cosmetic breast enhancements. :

‘Discussion Questions .

reveal “about society’s: attitudes toward
~ product safety, about ‘the legal liability -
of manufacturers, and about the role of

: | 1. What does the breast implant controversy. -
e have e -

_ dics
areconyinced

regulatory agencies. like the FDA in pro- -
fecting consumers? Is our society too cau--
tious about product safety or not cautious

~ enough? e e

2. Was the FDA justified in placing a morato-

rium on silicone breast implants and then
halting’ them altogether for cosmetic pur:. -
poses? e ' o




R
- of breast implants to have marketcd_ﬁ them -
~without first. conciuswely provmg ~they
" were safe? If you were on the jury, would
you. have found Dow Corning s parent
- company liable for the illnesses suffered by
“‘women who have had breast implants? '
;. On:safety rnatters, should the FDA or a;
A _regulatory agency err on the side o
o "'tectlon or underprotectlon Has the F
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Is the agency too concerned Witl‘l pubhcz;" stance _on breast unplzmts been fair to_'.f:;i:
- opinion? Should it pay greater. attentlon_-_':f_f 10 WOU d like breast augmenta-
- ‘1o scientific evidence or to -the’ mdmdual' . -tion but c'innot get it? Some’ people disap:

. women who have suffered?: = 3 __j:ove of cosmetac :augmentatmn or beheve-f_-_::{
Was it: 1rresponszble of the manufacturers - ' .

Verpro-
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: ned a- ‘tighterfitting lid: for: them Irom
cally, the new lid was part of. the proble
L1ebeck case becaus t

::_{l ) called . McDonal
:'re_ckicss,.ﬂand cal

“'CASE 6.3

Sniffing Glue Could Snuff Profits

Ié[arvey Benjamin Fuller founded the H. B.
Fuller Company in 1887. Originally a one-man
wallpaper-paste shop, H. B, Fuller is now a leading

manufacturer of industrial glues, coatings, and

paints, with operations worldwide. The com-
pany’s 10,000 varieties of glue hold together
everything from cars to cigarettes to disposable
diapers. However, some of its customers don’t
use Fuller’s glues in the way they are intended
to be used.

That’s particularly the case in Central America,
where Fuller derives 27 percent of its prof-
its and where tens of thousands of homeless
children sniff some sort of glue. Addicted to
- glue’s intoxicating but dangerous fumes, these
unfortunate children are called resistoleros after
Fuller’s Resistol brand. Child-welfare advocates

8%

""ad n'ffact: put a warning label o its. cups and,"f" 2. In's

bhgauons, anci effects should it have take
‘-_mto cons;deramon’ i R

1 prefer to. h'we then: coffec too hot”:";';‘f
: Ut_'hot enough After all, rf it’s. too-‘f&j

ffect McDonz_;id S responmbxlztaes’ leen"3
s serves. mllhons of c:ups of'}

have urged the company to add a noxious oil to
its glue to discourage abusers, but the company
has resisted, either because it might reduce the
glue’s effectiveness or because it will irritate
legitimate users.”

Either way, the issue is irritating H. B. Fuller,
which has been recognized by various awards,
honors, and socially conscious mutual funds as
a company with a conscience. Fuller’s mission
statement says that it “will conduct business
iegally and ethically, support the activities of
its employees in their communities and be a
responsible corporate citizen.” The St. Paul-
based company gives 5 percent of its profits to
charity; it has committed itself to safe environ-
mental practices worldwide (practices that are
“often more stringent than local government




- of its critics, @

-_ standardsl, the company says) and'i It has even. -
“endowed 2’ ‘chair in business ethics at the Uni-
- versity. of Minnesota, Now Fuller must- con-=
“tend ‘with' dissident stockholders msxde, and‘_.

_f':demonstrators OutSide, its annual meetmgs

- The glue-sniffing issue is not a new one. In ' i
'_31969 the Testor. Corporauon ‘added a moxious - ic
o _1ngredxent to its hobby glue to discourage abuse,i' oL
" and 1in 1994 Henkel, a German chemical com-
' .'-:'3-pany that cornpetcs wu:h_FuIler, stopped makmg? :

‘certain toxic, glues in Central America; How-
ave been singled out for-
criticism not. only because its brand doxmnates;;“ j'
-butiﬁ'also_ because—m thc cyesir_';

ever, Fuller seems

i Cem:ral _Amenc

lived up to it
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i-the slxghtiy less toxxc chemmal cyclohexane
In‘addition, the company | has tried—without
snccess, it says-mte) develop a nonmtox1cat~_-'

'_read:ly avallablc to chli-:':'
"and _El Salvador and to}f'
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CASE 6.5 I
ClosingtheDeal

Now that' she -:had" to, _-jeﬁii';_McG:uiré wasn’t

sure she could. Not that she didn’t understand

what to do. Wright Boazman, sales director for
Sunrise Land Developers, had made the step

clear enough. when he described a variety of

‘effective “deal-closing techniques.” = o

As Wright explained it, very often people
actually want to buy a lot but suffer at the last
minute from self-doubt and uncertainty. The
inexperiericed salesperson can misinterpret this

hesitation a8 a. lack of interest.in a property.-

“But,” as Wright pointed out, “in most cases
it’s just an expression of the normal reserva-
-tions we all show when the time comes to sign
‘our nameés on the dotted line.” o -
In Wright’s view, the job of a land salesperson
was “to.help the prospect make the decision to

-4

buy.” Hechdn’t mean to suggeét'_tllaf salespeo-: -
ple should misrepresent a piece of property orin
any way mislead people about what they were. -

‘purchasing. “Law prohibits this,” he pointed

out, “and personally 1 find such behavior repug- -
nant, What I'm talking about is  helping them
buy a ‘lot that thiey genuinely want and. that.
you're convinced will be compatible with their -
needs and interests.” For Wright Boazman, sales- -
people should serve as motivators, people who
can provide 'whatever impulse was needed:for
prospects to close the.deal. A
* In Wright's experience, one of the most effec-.
tive closing techniques was what he’ termed -
“the other party.” It goes something like this.. -
‘Suppose someone like Jean McGuire had
a hot prospect, someone who was exhibiting -




""'real‘ interest in a lot but who was havmg_
-~ trouble- decxdmg To: motivate, the: prospect-_.f
- into buying, Jean ought to tell the persor that-
she wasn’t even sure the lot was still available
because a number’ of other salespeople were

showing the same lot, and they could already' :

have closed a deal on it. As Wright put it,

“increasing the prospect’s interest in the prop- -

- erty, and ) more 1mportant to us, in closmg the hE

‘deal pronto.”

* Next Jean shouid say somethmg llke.; “Why o
- don’t we go- back to the office; and Tl call -

- headquarters to find out the status of the lot?” -

job.. She désperately needed it owing to' the;'-;::?-i
recent death of her husband, which had left -

‘her as the sole supporter of herself and three -
“This first- ploy generally has the effect of-_.
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mstmctively ob}ected to the use of psychologx—;’._-_' :

~ cal manipulation. Nevcrtheless, Jean: never-';f.-f:'-_
- expressed her reservations. to- anyone prima
‘rily because she didn’t want to endanger he

young children. Besides, Jean had convmced-_-}':
herself that she could deal with closures more

" respéctably than Wright and other s'xlespeopiei;”
- might, But the truth was that, after six months
“of selling land for Sunrise, Jean’s sales lagged_;:' )
. far behind those of the’ other sales representa-

_ - tives. Whether she liked it or not, Jean had to "
'__erght indicated that such a- suggesnon ordi- :

narily” “whets then' appetite” ‘even ‘more. Inj--_._.
~addition, it turns prospects away: from wonder- -

admit. she Was’ losmg a__ conmderable:number :'f-'

-ing ‘whither they should purchase the land. and}. ey

: .:'tqward thing'that it’s seill avallabl s

iear' The mtende

ould be to, place

__ | :":_b andf the la___ éllowed purchaéers ten days"f_;-:' =
. to change thel_ mmds after ciosmg a deai she' o

57

profcqsmnal code of ethics sa, about clos
-_-'mg techmquesa SR o
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