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ABSTRACT 
 

In this article, we examine the dynamic relationship between law, economics, and sustainability. 
Increased legal regulation is not a sufficient condition for the mitigation of economic and social 
crises. Corporations are not legally required to respect global social and human rights under 
international law. In addition, select legal regulations increase social harm through the 
preservation of corporate financial interests. Laws that attempt to protect social rights at the 
expense of corporate interests can provoke hostile reactions from the business community. 
However, recent trends and examples from within the pharmaceutical and information industries 
suggest a new era of global corporate citizenship where socially responsible organizations 
achieve profit through pursuing ethical goals. 
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INTRODUCTION 
 

midst the exponential commercial growth shaped by globalization in recent years, governments, 
scholars, and the public have struggled to understand and manage the social impact of global 
corporate activities. The connections between economic policies, legal regulations, corporate 

activities, and social harms are now at the center of intense regional, national, and global debates. Unfortunately, the 
current foundations for corporate social responsibility (CSR) rest solely on organizational voluntary compliance 
(Muchlinksi, 2012). In response, George (2014) and other scholars advocate for dramatic increases in existing 
regulations at the national and international levels. However, numerous challenges stand between augmented legal 
regulations and the alleviation of social crises (Aguirre, 2011; Mayer, 2011; McCorquodale, 2009). The solution lies 
not in greater control but a new approach to global corporate citizenship, whereby socially responsible organizations 
achieve profit through pursuing ethical goals (Scheffer & Kaeb, 2011; TED, 2013). 

 
We begin with a brief discussion of the relationship between law, economics, and sustainability. Next, we 

examine the impact of this relationship using key examples from the pharmaceutical and information industries. 
Finally, we conclude with specific suggestions for future research. 
 
Law, Economics, and Sustainability 

 
The relationship between free-market economic policies and social rights is now at the center of an intense 

debate. According to Adam Smith, individuals succeed through hard work, determination, and maximizing self-
interest to the point of greed (Wang & Murnighan, 2011). However, George (2014) asserted that capitalistic values 
based on the yearning for monetary success conflict with the ethical and social principles that are essential to the 
operation of society. The wealthiest 1% of Americans own approximately 40% of the country’s wealth (Jilani, 
2011). The lowest 80% of Americans possess only 7% of the nation’s wealth (Lazonick, 2010). Massive wealth and 
convoluted legal regulations enable corporations to influence governmental oversight, eliminate competition, and 
control market prices (Gopnik, 2010); thus, supporting the contention that free-market ideologies are contrary to 
widespread social value (George, 2014; Mattick, 2011). 
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Due to the perceived shortcomings of free-market capitalism, scholars are increasingly exploring the 
benefits of alternative economic models. According to George (2014), increased regulation partially drives the 
success of alternative economic models. In the emerging market economies of Brazil, Russia, India, China, and 
South Africa (BRICS), national governments utilize regulatory tools to assume a more direct role in economic 
development (McNally, 2013). However, the recent human rights records in these countries (Human Rights Watch, 
2014), demonstrate that increased legal regulation alone cannot effectively alleviate social crises (Mattick, 2011). In 
fact, specific legal regulations increase social harm through the preservation of corporate economic interests. For 
example, on the one hand intellectual property law safeguards patent ownership over genetically modified foods. On 
the other hand, global hunger is growing at an exponential rate, as over 800 million of the world’s inhabitants lack 
the food necessary for healthy living (Food and Agriculture Organization of the United Nations, 2014). In the 
aftermath of Hurricane Katrina, the drive for crop-based fuels in the United States tripled the price of wheat, rice, 
corn, and soybeans. Brown (2009) questioned whether it is ethical to place control over the items essential to human 
life into the hands of the few.   

 
As noted by Mayer (2011), an examination of the law is critical in terms of the ability to sustain economic 

activities that do not harm people or the planet. Transnational corporations (TNCs) wield unprecedented power and 
influence across the globe (Macklem, 2005). As early as 2001, 500 of the world’s largest companies boasted annual 
sales greater than the GNP of 100 of the world’s nations (Johnson & Turner, 2010). Corporations are critical 
participants in economic activities that affect water sources, aquifers, forests, fisheries, and the planet (Mayer, 
2011). Although TNCs support global human rights through the advancement of living standards and job creation 
(Bradford, 2012), these organizations also inflict collateral damage on people, communities, and the environment 
(Chandler, 2006). Oil exploration companies recently faced accusations of crimes against humanity, arbitrary arrest, 
and torture of Nigerian citizens (Kiobel v. Royal Dutch Petroleum Company, 2013). Regrettably, corporations are 
not legally bound to respect social or human rights under international law (Muchlinksi, 2012).   

 
Attempts to reduce the negative impact of corporate activities on social and human rights have faced many 

challenges. According to McCorquodale (2009), efforts to curb TNC human rights violations often fail due to 
suspicious oversight by foreign governments. Human rights advocates recently accused the Zambian government of 
poorly enforcing labor laws and mining regulations to solicit foreign direct investment from Chinese copper mining 
companies (Human Rights Watch, 2012). Similarly, Australian-based BHP Corporation reportedly wielded such a 
strong influence over the government of Papua New Guinea through the enactment of laws to protect the company 
from legal liability (McCorquodale, 2009). As noted by Aguirre (2011, p. 125), this dilemma forced the international 
community to ask, “How can responsibility be extended to hundreds of thousands of TNCs if states and are 
increasingly unwilling and unable to regulate them?”  

 
The dynamics of resource scarcity further compound the difficulties surrounding the regulation of global 

corporations. According to Brown (2009), ecological and social collapses have reinforced a downward spiral of 
poverty, social injustice, disease, and violence. In 2007, experts projected that 1.7 billion people lacked access to 
vital medicines (National Board of Trade, 2008). By 2014, projections rose to nearly 2 billion people (Access to 
Medicine Foundation, 2014). Of the 14 million people killed each year by infectious diseases, 90% live in the 
developing world (Khoury, 2008). Although 21% of all global disease comes from malaria, pneumonia, diarrhea, 
and tuberculosis, these illnesses receive less than 1% of all private investments (Zolotaryova, 2008). Consequently, 
these disheartening figures enhance the argument that pharmaceutical companies must suspend drug patent rights 
that conflict with severe global health issues (Feldman, 2009).  

 
Patents and the Pharmaceutical Industry 

 
Despite the strong protections provided by patent laws, patent holder rights are not absolute. To address 

ongoing global health concerns, the World Trade Organization (WTO) (2015) enacted the Agreement on Trade-
Related Aspects of Intellectual Property Rights (TRIPS). Under TRIPS, WTO member nations have the discretion to 
issue compulsory licenses for pharmaceutical patents in cases of national emergency (World Trade Organization, 
2015). Such licenses enable third parties to produce patented drugs without the permission of the patent holders 
(Cahoy, 2007). Public health crises, such as HIV/AIDS, tuberculosis, and malaria, can constitute national 
emergencies (World Health Organization, 2015).  
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Concerns over the potential misuse of compulsory licenses by national governments provoked concern and 
criticism from the pharmaceutical industry. Research and development are costly and risky processes. Prospective 
profits are a necessary incentive for encouraging the invention of marketable products (Greve, 2008). 
Pharmaceutical companies rely on patents to recoup the high costs associated with the creation of new drugs 
(Congress of the United States Congressional Budget Office, 2006). Health experts expressed concerns that 
nonessential uses of compulsory licenses would discourage pharmaceutical research (Khoury, 2008), reduce medical 
progress and innovation (Greve, 2008), and lead to a decline in global health (Feldman, 2009). 

 
Despite the misgivings of the pharmaceutical industry, TRIPS did not result in the widespread misuse of 

compulsory licenses for pharmaceutical patents. Beall and Kuhn (2012) conducted a systematic analysis of 
compulsory license activity, identifying 24 episodes in 17 nations between 1995 and 2011. Only 50% of all the cases 
examined ended with the announcement of a compulsory license. Beall and Kuhn (2012) maintained that TRIPS had 
a negligible long-term impact on the regular use of compulsory licenses and a negligible impact on global access to 
pharmaceuticals. Scholars have offered many explanations to support these results. The overuse of compulsory 
licenses could provoke retaliatory market withdrawal by drug producers, informal pressure on foreign trade, or 
official action by the WTO (Smith, Correa, & Oh, 2009). However, Beall and Kuhn (2008) argued that the 
insignificant rise in compulsory licenses reflects recent efforts to increase pharmaceutical access in the poorest 
countries. 

 
Pharmaceutical companies are doing more to promote corporate social responsibility in recent years. 

According to the Access to Medicine Foundation (2014), the top 20 research-based pharmaceutical companies are 
undertaking more innovations and initiatives to improve medical access in developing countries. Over the last 
several years, pharmaceutical companies have agreed increasingly to more progressive licensing arrangements. 
GlaxoSmithKline (GSK) has issued voluntary licenses for drugs targeting lower respiratory tract infections, measles, 
mumps, and rubella. Similarly, Bristol-Myers Squibb pledged the company would not enforce certain patents in 
select countries. Out of the 16 companies in a position to issue voluntary licenses, eight are doing so (Access to 
Medicine Foundation, 2014). The examples above provide encouragement for the future role of business in solving 
social problems. 

 
A New Era for Socially Conscious Organizations 

 
Without active participation from the business community, global responsibility and sustainability efforts 

cannot succeed (Mayer, 2011). In his TED (2013) Talk, Michael Porter of Harvard Business School scrutinized the 
role of business in a global economy filled with diverse social issues. Porter challenged the conventional notion that 
companies can only profit by causing social problems, arguing instead that companies can profit from solving social 
problems.  To support his proposition, Porter suggested that through the capitalism of meeting essential needs, 
corporate leaders could change the perception of the business community perceives among leaders, and how the 
public perceives the business community (TED, 2013).  

 
The case of Google in China is an example of how organizations can implement the concepts described in 

Porter’s TED (2013) Talk. In late 2009, Google was the victim of a cyber-attack. Based on available evidence, 
Google suspected the attack was an attempt by the Chinese government to access the Gmail accounts of Chinese 
human rights activists (Drummond, 2010). When negotiations with Chinese officials proved unsuccessful, Google 
shut down its site in China (Whetstone, 2010). Reacting to this decision, Scheffer & Kaeb (2011, p. 382) pose a 
fundamental question, “What motivated Google to pull out of one of the largest future markets with a prospect of 
more than 800 million Internet users over the next 10 years?” In describing the motivations behind Google’s 
decision, Whetstone (2010, para. 6) noted, “. . . we don’t want to engage in political censorship. This is especially 
true in countries like China and Vietnam that do not have democratic processes through which citizens can challenge 
censorship mandates.” In a response to their own query, Scheffer & Kaeb (2011) suggest that Google’s actions in 
China demonstrate how compliance with social and human rights can be a market incentive and a central part of an 
organization’s strategy. Google’s experience in China is a powerful illustration how socially responsible 
organizations seek ethical objectives enabled by profit. Scheffer and Kaeb (2011) suggested that Google’s actions in 
China demonstrate how compliance with social and human rights can be a market incentive and a central part of an 



International Journal of Management & Information Systems – Fourth Quarter 2015 Volume 19, Number 4 

Copyright by author(s); CC-BY 126 The Clute Institute 

organization’s strategy. Google’s experience in China is a powerful illustration how socially responsible 
organizations seek ethical objectives enabled by profit.  
 

CONCLUSION 
 

The shifting relations between law, economics, and sustainability have profoundly affected the social 
consciousness of the global business community. Due to the rise in CSR, there is greater corporate recognition of the 
connection between social consciousness and profit (Singh, Iglesias, & Batista-Foguet, 2012). The corporative 
pursuit of profits with societal advantages is vital to sustaining the fiduciary duties and values mandate by global 
CSR (Blodgett, Hoitash, & Markelevich, 2014). Although further regulation may alleviate the contentions of profit 
over ethics, a more revolutionary approach to corporate responsibility is necessary and achievable. In this article, we 
have aligned research that demonstrates linkages among the factors of law, economics and sustainability. Through 
the pursuit of a more socially conscious corporate strategy, companies can advance the agendas of global social 
responsibility while fostering sustainability in this process. Future research may track the activities of TNCs where 
social and human rights are central components of overall organizational strategy. Identification and review of such 
firms will further solidify the links between profit, social responsibility, and corporate strategic objectives. 
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