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I do not know whether CSR, as a general proposition, is good for business.   I am not sure that the evidence is clear on this point but it seems reasonable to suppose that, in some cases, CSR does allow the company that operates on that agenda to raise its profits.  In other cases, it does not.  In other cases CSR harms the company’s commercial interests. How is one to think of those two cases?

If you take, first of all, CSR that raises profits, CSR that works in a narrow business sense, there are a variety of rationales as to why that might happen.  If you treat your employees well, it helps you to recruit and retain better people.  If you allow or encourage them to engage in charitable activities on company time, then maybe you get the same result.  You manage to recruit and retain better people and at a lower cost than would otherwise be necessary. Depending on the context, devoting resources to improving the company’s relations with its neighbours in one sense or another could also be good for business. Even thinking of CSR purely as a PR marketing tool, I have no objection to a company trying to improve its image or trying to improve regard for its brand, provided it is doing that in a climate where the demands that have been placed on the company are not unreasonable or are not tending to push it in the direction of doing things that are downright harmful. All those kinds of profit-supporting CSR activities seem to me to pose no dilemma – no problem. Indeed, the more the better.

What about CSR that reduces profits, where the activities falling under this broad CSR definition are encouraged even though they do not serve business goals or improve the profits of the business? It seems to me that there are some problems with profit-reducing CSR.  The first one is a straightforward ethical difficulty, which is why it is all the more surprising that it does not receive more prominence. This is the fact that if CSR is reducing profits then managers are being charitable with other people’s money.   That does not strike me as ethical.  That seems to me straightforwardly immoral. Large private companies like Rowntree are now very much a thing of the past.  The companies that developed CSR agendas and put money into them are not private companies, they are public companies.  These companies are owned by shareholders.  It seems to me that the managers are simply behaving unethically if they satisfy their own ideas about corporate social responsibility at others’ expense.  By all means let managers make charitable contributions out of their own munificent compensation packages but not at shareholders’ expense.  That raises a moral difficulty.
This raises a larger point about managerial accountability.  The profit motive actually holds managers accountable both to owners and to consumers in a rather clear way.  Muddy that by saying profit maximisation is not actually the goal, we have broader goals, social goals and the result is that managers are freer to run companies in their own interests, not other peoples’ interests. It strikes me as no coincidence that Enron was a big believer in CSR.  The mindset working on both sides of that approach is the same.  The mindset is that the managers do not regard themselves as accountable to shareholders.  The managers are not striving conscientiously to advance the interests of shareholders.  They are treating the company as if it were their own property. I regard this as a highly undesirable mindset for managers to adopt and we should do everything we can to discourage it.

A third problem with profit-reducing CSR is that it tends very strongly to undermine competition. If CSR is an expensive undertaking (in terms of the company’s bottom line) then companies will only do it if they think they have a reasonable prospect of pushing that same burden on to other companies.  So, of course, companies in this position will, as it were, claim to be leaders in CSR and will be demanding changes in government policy to force other companies to do the same.  This is the dream scenario for Greenpeace or other activists.  This is exactly what they want to happen. The problem is that this is an environment in which the managers of companies enter into collusion with each other, and with governments, to pass regulations which I, at least, am not willing to assume are desirable without further analysis.  I do not think the sort of criteria for responsible behaviour that Greenpeace advocate (‘sustainability’) is cut and dried by any means.  I am not certain I even understand the term but it certainly does not produce a clear-cut agenda of socially desirable actions.  So I do not want to see managers forming cartels with the managers of other companies and co-operatively lobbying governments to impose regulatory burdens on their competition in the name of these disputed social objectives.

Competition is the way that we make capitalism serve broader social goals and believe that capitalism is good for people. One of the necessary conditions for capitalism being good for people is that companies are at work in a competitive environment.  If they are not, then one can no longer assume that capitalism is good for people.  One of the dangers of profit-reducing CSR is that it creates a climate which is hostile to competition. It is here we enter the larger arena of politics and encounter another problem with profit-reducing CSR.  Do we really want social policy to be thrashed out in the way Greenpeace and other NGOs regard as desirable?  That is to say, between NGOs and managers and bureaucrats acting outside the orthodox democratic progress.

I regard this as undesirable in the extreme, partly because the goals and the means to achieve those goals are, as I have already said, in dispute.  They are not clear, and that is why it is so important to have these arguments in public and in a proper democratically accountable, constitutionally legitimate setting.  The kind of ‘social policy by lobbying’ that Greenpeace seems to favour is undesirable.  I think it is wrong when companies attempt to influence politicians with money, again spending their own shareholders’ money on lobbying governments.  I regard that as undesirable whatever their agenda is, but I also fear that, in this particular case, the agenda that Greenpeace is adopting is doubly harmful because the goals are themselves not desirable.
Summing up, the case for profit-reducing CSR proceeds from a false premise in my view; that is that capitalism is bad for people.  Anybody who cares to consider the evidence can see that capitalism is good for people, fantastically good for people, and its power to advance prosperity should not be attenuated. Let business take care of business.  In fact, not merely let business take care of business but insist that business takes care of business.  By all means do good work where that serves the interests of the firm’s owners (and hence, given an effective competition, the firm’s customers as well, and broader society also).  Beyond that, policies aimed at issues, such as relief of poverty, fairness, environmental protection, and so forth, should be left fully and plainly in the domain of democratic politics, where the trade-offs can at least be recognised and discussed.

PAGE  
1

