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Attitudes to business
Milton Friedman goes on tour
A survey of attitudes to business turns up some intriguing national differences
Business Jan 27th 2011 edition
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PUBLIC-RELATIONS folk are not noted for burning the midnight oil over the works of great economists. But Edelman, an American firm, has come up with a clever idea. It asked members of the “informed public”—broadly, people with university degrees who are in the top quarter of wage-earners in their particular age groups and countries—what they think of Milton Friedman's famous assertion that “the social responsibility of business is to increase its profits.”
The issue of whether businesses should promote corporate social responsibility (CSR) is hotly debated. Many of the world's biggest companies (including BP and the now defunct Enron) have embraced the notion. So have politicians. Britain's 2006 Companies Act requires businesses to report on their CSR records. The United Nations has a “global compact” for CSR. But the world's Friedmanites have waged a relentless guerrilla war against the idea, denouncing it as a farrago of value-destroying nonsense.
Edelman's research gives a good overview of the state of the global battle. The world's most Friedman-friendly country is the United Arab Emirates, with 84% agreeing with his dictum: perhaps not surprising for a small, business-oriented country. Second prize goes to Japan, a country normally associated with stakeholder capitalism, but which may have tired of its model after two decades of stagnation. Sweden also scored remarkably highly, with 60% of people agreeing with Friedman. Perhaps people feel little need for CSR when the government cares for them from cradle to grave. Yet some supposedly Friedmanite bastions went wobbly, with Britain scoring 43% and Friedman's own homeland, the United States, 56%.
The world's striving nations tend to disdain CSR. The top ten Friedmanite countries include four emerging markets (India, Indonesia, Mexico and Poland) and two recently emerged ones (Singapore and South Korea). But there are important exceptions to the rule. Well-informed folk in China and Brazil almost match their peers in Germany and Italy in their enthusiasm for corporate do-gooding.
Comment

https://www.economist.com/business/2015/06/25/the-halo-effect 
Corporate social responsibility
The halo effect
Do-gooding policies help firms when they get prosecuted
BusinessJun 25th 2015 edition
“THERE is one and only one social responsibility of business,” wrote Milton Friedman, a Nobel prize-winning economist. “To use its resources and engage in activities designed to increase its profits.” Plenty of climate-change campaigners would argue with that (see article). But even if you accept Friedman’s premise and regard corporate social responsibility (CSR) policies as a waste of shareholders’ money, things may not be absolutely clear-cut. New research suggests that CSR may create monetary value for companies—at least when they are prosecuted for corruption.
The largest firms in America and Britain together spend more than $15 billion a year on CSR, according to an estimate last year by EPG, a consulting firm. This could add value to their businesses in three ways. First, consumers may take CSR spending as a “signal” that a company’s products are of high quality. Second, customers may be willing to buy a company’s products as an indirect way to donate to the good causes it helps. And third, through a more diffuse “halo effect”, whereby its good deeds earn it greater consideration from consumers and others.
Previous studies on CSR have had trouble disentangling these effects because consumers can be affected by all three. A recent paper by Harrison Hong of Princeton University and Inessa Liskovich of the University of Texas attempts to separate them by looking at bribery prosecutions under America’s Foreign Corrupt Practices Act (FCPA). The authors argue that since prosecutors do not consume a company’s products as part of their investigations, they could be influenced only by the halo effect.
The study found that, among prosecuted firms, those with the most comprehensive CSR programmes (as measured by MSCI ESG, a provider of corporate indices) tended to get more lenient penalties. Their analysis ruled out the possibility that it was firms’ political influence, rather than their CSR stance, that accounted for the leniency: companies that contributed more to political campaigns did not receive lower fines.
In all, the authors conclude that whereas prosecutors should only evaluate a case based on its merits, they do seem to be influenced by a company’s record in CSR. “We estimate that either eliminating a substantial labour-rights concern, such as child labour, or increasing corporate giving by about 20% results in fines that generally are 40% lower than the typical punishment for bribing foreign officials,” says Mr Hong.
The authors also found that all forms of CSR are not created equal. Spending on employee and community relations had a much bigger impact on the prosecutors than did promoting diversity or being environmentally friendly.
ADVERTISING
Mr Hong and Ms Liskovich admit that their study does not answer the question of how much businesses ought to spend on CSR. Nor does it reveal how much companies are banking on the halo effect, rather than the other possible benefits, when they decide their do-gooding policies. But at least they have demonstrated that when companies get into trouble with the law, evidence of good character can win them a less costly punishment.
https://www.economist.com/leaders/2013/05/04/disaster-at-rana-plaza
Corporate social responsibility
Disaster at Rana Plaza
A gruesome accident should make all bosses think harder about what behaving responsibly means
LeadersMay 4th 2013 edition

May 4th 2013
· 
· 
· 
· 
THE collapse of an eight-storey garment factory in Rana Plaza on the outskirts of Dhaka on April 24th killed at least 400 people and injured many more. It was probably the worst industrial accident in South Asia since the Bhopal disaster in 1984, and the worst ever in the garment industry. Local police and an industry association had warned that the building was unsafe (see article). The owners reportedly responded by threatening to fire people who did not carry on working as usual.
Much of the blame lies with Bangladeshi governments of all stripes, which have made only rudimentary attempts to enforce the national building code, especially against politically well-connected landlords. With luck, the laws will now be applied, but nobody expects much.
The spotlight is therefore on the multinational companies whose orders from local factory owners have led to the rapid recent growth of the garment industry in Bangladesh, the world’s second-largest exporter of clothing after China. Familiar brands now stand accused of exploiting poorly paid workers with a callous indifference to their safety. Two companies whose products were found in the rubble at Rana Plaza—Primark, a cheap British label, and Canada’s Loblaw, whose brands include Joe Fresh—have rapidly promised compensation to victims and their families.
But it goes deeper than that. Clothing companies, after all have been to the fore in “corporate social responsibility” (CSR). Prompted by earlier scandals over working conditions in far-flung factories, firms like Nike and Gap have strived to deal with problems like child labour. Now the disaster in Dhaka shows how hard it is to claim that your products are “ethically sourced”. That is not just because supply lines are stretched: should you check the supplier of your supplier’s supplier? It is also because you are operating in a place where so little is to be trusted. Is it, for instance, enough for a Western multinational to see the building certificate for a Bangladeshi factory? Or should it have sent people to check every pillar? Though CSR tends to be seen as a moral matter, it comes down to the hard practicalities of companies’ reputations and risk registers.
Western firms can choose to respond in one of three ways. The first is to forget CSR, and simply exploit labour wherever it is cheapest—counting on consumers back home to ignore the blood, sweat and tears that went into making that cheap T-shirt or pair of trousers. That may be the implicit strategy of many smaller firms, but it is hard to imagine any large multinational being daft enough to proclaim it was doing it.
Second, they could quit Bangladesh and buy from factories in countries where the risk of deadly industrial accidents is far smaller. For, say, a small upmarket retailer unable to check everything, that may well make sense. It would remove a risk while putting pressure on Bangladesh to police health-and-safety rules better. But if large Western firms left in droves, it would damage not just Bangladesh but also their reputations.
ADVERTISING
A stitch in time
The third approach is to stay and try to change things. Even before the latest disaster, Walmart had launched a fire-safety training academy there, and Gap had announced a plan to help factory owners upgrade their plants. The clothing industry has held a series of meetings with NGOs and governments, including Germany’s and America’s, to develop a strategy to improve safety in Bangladesh’s 5,000 factories (see article).
Fine, but whatever the safeguards, there will be a gap between the cavalier promises of ethical supply chains and the reality of corrupt politics and dodgy pillars. CSR has always had a Utopian element. That was exposed in Bangladesh.
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