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Otto Von Bismarck joked that there was no threat of a socialist revolution in Britain because the Royals shared the common man’s interest in horse racing; fortunately his foresight has been borne out.  So we can accept that there is no immediate cold war communist revolution coming here. This threat to our cosy capitalist system seems remote. The threats today are rather more subtle and nuanced.  
Capitalism has thrived and flourished because it goes with the grain of essentially selfish human behaviour. When one is a capitalist, one is allocating capital. There are millions of individual decisions made that make up this free market world.  When investors like you or I decide to put money into an individual savings account (ISA) or a Pension they are tempted to do so by the expectation of a profit.  No one will put their capital on the line if there is not self-interest and an anticipated positive return on their investment.

The concept of return of capital is key to capitalism, and equally we must accept that it is business’ role to deliver this return.  If our money is not earning then it is only right and proper that we will reallocate it elsewhere. The same decision making process is employed by investment managers, or for that matter directors of companies, in deciding where to allocate resources.

If we accept as a premise that companies and their shareholders make decisions based upon the requirement for a return on the shareholder’s funds and that capital is not infinite, this is the principal of capitalism. These returns are necessarily short-term, however. Share-holders are beginning to understand that longer-term growth cannot be sacrificed in favour of immediate gains. Indeed the lessons of Enron and Worldcom are that it was those very deadlines that created the pressure to inflate, and eventually create, the earnings themselves. 
So where does corporate social responsibility (CSR) fit in to company directors and owners wanting to make a profit?

It is very simple.  Companies have millions of pounds at stake, all the time, in order to make profits and survive.  CSR is yet another factor that has to be taken into play. It is not to say that directors necessarily have altruistic motives, rather they recognise the risks to their business in not paying attention to key forces at work in an open society. This responsibility can be broken up in to a number of roles. 

Business reputation and brand:  This in many ways is the most important asset for all companies.  Products and staff can be changed but a reputation is lasting.  How does a company maintain and enhance its name? There are a combination of factors including relations with suppliers and employees, general professionalism, media coverage, good practice and being law abiding.  Profitability and success are good barometers, and yes, CSR can play a part in this. But companies like Microsoft and McDonald’s are rated above all else upon their success. Conversely, Nestlé is still tagged with the third world baby milk powder scandal many years after the actual incident. The facts of the case are now less important than the damage that was done to their reputation. Companies’ websites basically constitute public relations exercises and this is a critical function.
Importance and power of Government:  The reality is that business is subject to the power of government. Companies need a relationship with government to deal with regulations, taxes, and employment laws and anti-competitive issues.
Whether it is providing computers to schools, as Tesco does, or free calls for the elderly by Merrill Lynch, business now recognises that an interface with the body populace is productive.

External shocks:  A major environmental disaster such as the Brent Spa incident can overnight project a company into the public eye.  It is only sensible that an element of CSR in dealing with such events can make a vital difference to a company’s business model.  

When Shell made a decision (after consultation with the government of the day) to try to dispose of its Brent Spar oil rig offshore, it did so because it was the cheapest option.  The subsequent outcry necessitated Shell to look at serious damage to its business across Europe.  Social responsibility and the way a company is perceived goes back to the core of its reputation. In eventually deciding to pay ten times more for “environmental” disposal in shore, there is no question that the company was making a business decision. 

Railtrack’s whole business was spectacularly jeopardised by serious crashes at Hatfield and Paddington.  Any forward looking business, particularly a multi national or utility, should have a risk assessment model that includes social responsibility.  The public’s perception is often volatile and needs to be managed.

Media Companies search for the truth:  Corporate social responsibility should go beyond the list of green or for that matter, local community aspects.  Businesses that are reporting news have an additional responsibility to maintain accuracy.  Political objectives can be flagged but this in itself does not take away from a responsibility to be fair in stories.

The New York Times’ long enviable reputation was soiled when a star reporter started fabricating stories.  Likewise the BBC’s status has been badly tarnished by the Hutton report into the events surrounding the death of Dr David Kelly.
Hollywood has had to accept a degree of responsibility in the debate about the proliferation of sex and violence in its content.

Conclusion – Swimming with the tide: The 21st Century is a very different landscape for business, even from 20 or 30 years ago.  Consumers have so much more choice, with even telephone companies selling electricity and vice versa.  There are more and more generic goods, it is simply not good enough to have the right product at the right price.
The collapse of the social hierarchy and deference means that consumers have become empowered and sceptical of government and big business’s assurances.  Whether it is measles mumps & rubella vaccine (MMR) or weapons of mass destruction (WMD), it is a fact people do not automatically trust what they are told.  Nanny no longer knows best.

In this environment it would be foolhardy for companies not to use all means at their disposal to enhance and protect their business.  In fact, many high profile companies such as Nike and Benetton are active in pursuing an aura of social responsibility.  This has become very much part of the ethos of their brands.

When business is criticised by academics for frittering away hard-earned shareholders funds on token CSR programmes they are living in a world that cannot be so neatly compartmentalised.  It is simply not possible to keep one’s head down and just make money.

Should company directors or their shareholders feel aggrieved at this intrusion upon their capitalist right to make money and dam the consequences, they are welcome to join the debate about values and threats to our society.  But to simply ignore CSR and hope for the best would be exposing their businesses and shareholders to huge risks.
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