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1. INTRODUCTION

This report investigates Purdue Pharma and the impact of false advertising their drug OxyContin.  Purdue lied about its addictiveness and caused a backlash of drug abuse and overdose deaths (Crawford, 2013). 

The report investigates Corporate Social Responsibility (CSR), stakeholder theory (Freeman, 1984) and shareholder theories (Friedman, 1962). CSR involves responsibility of a business to society, by how they give back to the community, rather than only taking (Scalet & Kelly, 2010).  

2. MAIN FINDINGS

2.1 SHAREHOLDER THEORY

Shareholder theory states that a company only has responsibility to its shareholders (Friedman, 2007).   There is logic to its simplicity as, in order to succeed in business, you must make money.  This then allows further contribution to society.

Purdue made $1.6 billion in net sales in 2003 from OxyContin (Rosenberg, 2004).  Shareholders benefitted but at great cost to society with many now addicted to their medication (Hays, 2004).

2.2 STAKEHOLDER THEORY
Stakeholders are defined as “any group or individual affected by or who can affect the achievement of an organization’s objectives” (Freeman & McVea, pg. 4, 2001).


Differing forms of stakeholder theory include normative, descriptive and instrumental (Crane & Matten, 2010). Normative theory looks for reasons to take account of stakeholders. Descriptive is how businesses realistically take account of stakeholders. Instrumental considers whether it is worthwhile taking stakeholders into account.
Stakeholder management capability is the ability to manage stakeholders. This can be measured on different levels of sophistication. The measurement of the company on these levels shows the involvement with stakeholders (Carroll & Buchholtz, 2000).
Stakeholder corporation is a highly evolved concept for stakeholder management which seeks to include all stakeholders (Wheeler & Sillanpää, 1997). Wheeler and Sillanpää, (1997) state that a good relationship with all stakeholders will lead to profit through gathering support from the individuals who affect the business.
This report seeks to evaluate Purdue’s shareholders, customers and government.  
Figure 1. Mendelow’s Power-Interest Matrix (1991)
[image: Mendelow's Matrix]
(Eriksen-Coats, 2018)

The government is in group ‘B’ as they have high interest in the running of the business, and low power in how the business is run.  Purdue’s major shareholders are in category ‘D’ as key players with high interest and power.  Customers are category ‘D’ if they buy in bulk.  However, individually, they are category ‘C’.  
2.3 CSR

CSR encompasses responsibilities that businesses have to society such as: economic, legal, ethical and discretionary/philanthropic (Carroll, 1979) See Figure 2.  Carroll and Buchholtz (2000) discussed the relationship between social responsibility and financial performance showing a positive correlation within large companies.

There is agreement that all businesses have fiduciary responsibilities and rely on this to develop (Macey, 1991). Milton Freidman believes that a company only has responsibility to make money for shareholders (Friedman, 2007).  Edward Freeman believes that companies owe it to society to protect and consider all parties involved (Freeman & Velamuri, 2006). Bowen (1953) argues that both sides have validity.

Figure 2. Carroll’s pyramid of corporate social responsibility[image: ](Carroll, 1991, p.42)

This image shows the different responsibilities businesses have to society (Carroll, 1991).  The basic responsibility of a business is to make money (Carroll, 1999).  Purdue have succeeded in this economic responsibility.

Legal responsibilities denote the legal activities a firm must comply with (Ni & Van Wart, 2015).  Purdue Pharma had a lawsuit filed in 2007 for ‘misbranding’ (Van Zee, 2009) therefore all legal responsibilities were not met.

Ethical responsibilities are those that are expected but not enforced (Carroll, 1991).  Philanthropic responsibilities are desired (Carroll, 1991).  Purdue pharma have not established either responsibility as their business has been producing OxyContin which has had many negative impacts on local areas, including overdose deaths (Manesses Communication Group, 2002).

Corporate social responsiveness is the way companies deal with social issues and standards. Social responsiveness includes reaction, defence, accommodation and pro-action (Crane & Matten, 2010).  Purdue have entered this process. They reacted by rejecting responsibility claiming pseudo-addiction, defended by taking minimal responsibility in the lawsuit and accommodated by creating the RADARS team (Cicero, et al., 2007). Purdue then proactively tried to find a solution, albeit as a result of enforcement action.

Corporate accountability is how much a company discloses about their activities to stakeholders (Benn & Bolton, 2011). Purdue did not disclose the addictiveness of OxyContin to stakeholders, which was a failure of corporate accountability.  This then led to a class action lawsuit showing that Purdue did not adhere to this requirement (Baumrucker, 2001).  There are aspects of corporate accountability that can be influenced by law, as evidenced by Purdue being fined $600 million for ‘misbranding’ (Teo & Bal, 2016).

Corporate Social Performance (CSP) is the performance of business in relation to CSR, measured through social policies, programmes and impacts (Crane & Matten, 2010). Policies could be represented in the form of a ‘code of ethics’.  Purdue’s code of ethics is displayed in figures 3 and 4 below.  Programmes would be the task force ‘RADARS’. The social impacts can be measured by OxyContin addiction levels.

Figure 3. Purdue Pharma – Code of Ethics
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(Purdue Pharma L.P., 2017)




Figure 4. Explanation of Purdue’s Code of Ethics
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(Purdue Pharma L.P., 2017)

3. RECOMMENDATIONS

The report showed blame on both sides for this ethical issue. Purdue bear responsibility for falsely advertising their product.  The American government should also be held responsible for not maintaining safer healthcare. Recommendations would be an enhanced health care system, including physiotherapy rather than painkillers.  Companies need profit, however there is a moral boundary, such as not breaking the law and abiding by social responsibility.









4.  CONCLUSION

Whilst Purdue have attempted to appear ethical, they have failed in practice, as evidenced by the lawsuit for false advertising and the link between OxyContin and deaths by overdosing.  Whilst CSR does encourage companies to act responsibly for the benefit of all, there is danger in the ability of businesses to self-evaluate their CSR achievements (Erneseh, et al., 2010).  Whilst it may be argued that a business should serve its shareholders above all else, without applying CSR those shareholders are at risk of failure.
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Figure 3
The Pyramid of Corporate Social Responsibility
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Integrity is our "True North”

We are committed to upholding the highest ethical standards throughout our business. As an important stakeholder in pain management, we embrace
responsible stewardship and are dedicated to combating opioid abuse, diversion, addiction, and overprescribing. Every decision matters.

upport Patients

We are relentlessly passionate about our mission to identify, develop, and supply innovative medicines that meet the evolving needs of patients as well
as their families, healthcare providers, and society. The health and safety of patients is our #1 priority.

xcellence

We have pioneered meaningful technologies and medicines that support patients. With this heritage, we are working toward a future of novel
approaches to pain management and other therapeutic areas. We are dedicated to innovation and uphold the highest scientific, commercial, and
regulatory standards. We will always strive to do better.

“We" Culture

We actively seek, value, and draw on colleagues who are diverse in opinions, backgrounds and experiences to challenge the status quo and succeed as
ateam. We operate as a family, where everyone’s ideas and concerns are explored. The voice of every colleague is essential to our progress.
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