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Chapter One
Taking Care of Business
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“The surest road to success in our ventures is to discover the authentic needs and yearnings of people and to do our best to serve them.”


—JAMES W. ROUSE,
    founder, The Rome Company


Something strange and wonderful is taking place in business.


Slowly, but ever so surely, companies of all sizes and sectors are discovering that they function best when they merge their business interests with the interests of customers, employees, suppliers, neighbors, investors, and other groups affected, directly or indirectly, by their companies’ operations. Some of these companies are led by forward-thinking leaders who have come to recognize that the dangers threatening society-—the breakup of families, inadequate schools, unaffordable health care and housing, escalating crime, a deteriorating environment, inner-city turmoil, apathetic citizens, and all the rest—also threaten productivity and profits. The effects that some business leaders’ corporate reputation and their workplace, environmental, and community policies can have on financial performance include: increased sales and stock prices, reduced turnover and retraining costs, increased efficiencies, and reduced waste and energy costs. Others have built their companies’ operating principles around a business philosophy or moral vision that views employee well-being, environmental stewardship, or community welfare as central to success. These leaders are developing bottom-line strategies based on the belief that long-term profitable performance and corporate social responsibility are not only compatible but are inevitably linked.


Listen to Arnold Hiatt, retired chairman of Stride Rite Corporation, a leading footwear manufacturer long acknowledged as an innovator in the arena of socially responsible corporate programs. “You can’t run a healthy company in an unhealthy society for long,” he says.


Hiatt offers an example of how the new socially responsible strategy can link company policy to the bottom line: “The millions of Americans who live below the poverty line deprive us of a market equal to the combined populations of Holland, Belgium, Denmark, Norway, and Sweden. American businesses spend billions to develop new markets in these five countries of Northern Europe, while we could spend a portion of that money developing new markets here. If people aren’t employed, they don’t have purchasing power. If they don’t have purchasing power, they don’t buy products made by Stride Rite or Ford or General Motors or AT&T.” By Hiatt’s definition, an investment in socially responsible corporate behavior will yield dividends to a company’s bottom line.


Welcome to the world of socially responsible business.


It wasn’t very long ago that “caring capitalism” would have been a contradiction in terms. Companies weren’t generally concerned with the lot of people’s lives, even of their own employees. Companies were in business to produce goods and services and to make money for their owners; everything else was seen as a distraction at best, a threat to corporate survival at worst. Ideas such as workplace diversity, community involvement, employee empowerment, work-family balance, and environmental stewardship were dismissed by executives as amorphous, feel-good concepts with little or no relevance to the business at hand.


No longer. Today, a growing number of companies are finding that business success is inextricably linked to creating healthy and fulfilling workplaces that recognize the value and dignity of individual employees, promote cultural diversity, foster worker empowerment, and acknowledge family priorities through a variety of policies and practices. And they are finding that there are dividends to be reaped from investments in community outreach, environmental responsibility, child and elder care, adult literacy, employee training, urban revitalization, family-leave programs, diversity training, and other initiatives that improve people’s lives, even for those not directly connected to their companies.


Arnold Hiatt is a testament to the fact that socially responsible business is not just about saving the world. It’s also about helping business, creating the means for employees, customers, and others to look to your company with loyalty and pride. Hiatt, who established the first in-house day care center in American business, saw the facility as helping provide security to employees while providing benefits to the community around his company’s plant. It was a classic win/win proposition, in which everyone—employees, communities, and the company—prospered.




We’re all here in the world and we share the space. I’m in a position of enough power in a large corporation that I would like to be a good role model for how the world should operate. I could write checks to a point, but if I could be a role model for how employees can work, then I think it will be a benefit to the world one day. I hope it’s contagious.


—PAUL FIREMAN,
CEO, Reebok International Ltd.      
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Hiatt is one of the growing number of business leaders committed to socially responsible business practices. Like all collections of business leaders, it is a diverse group. Some reflect the well-worn stereotype: children of the sixties who have embraced a brand of capitalism that reflects their idealism and desire to “do good.” Other socially responsible business leaders of that generation don’t fit the stereotype, having gone from college and business school into the corporate world with the express goal of “making it.” And there are plenty of adherents from earlier and later generations—like Hiatt, who, after more than four decades in the shoe business, is hardly a flower child. The adherents include political liberals, conservatives, and centrists. Some of these men and women are entrepreneurial success stories; others have worked their way up the ladders of the nation’s largest corporations. A number of their companies are name-brand firms readily associated with socially responsible business practices; others purposefully keep their socially responsible activities far from the limelight or are small local firms that go quietly about their business, implementing progressive policies without seeking media fanfare.


There is no single definition of “socially responsible business” among these believers and practitioners. Indeed, there is considerable debate and controversy over what companies’ roles and responsibilities should be—for example, whether they should take the lead in solving the world’s problems or leave that to others, focusing exclusively on their own operations. It is a dynamic, healthy, and exciting debate, in which some of the leading lights of the business world are reexamining the means and motivations by which their companies—and all companies—operate in the larger society.


Whatever their means and motivations, all of these socially responsible leaders, consciously or unconsciously, have hit upon a very powerful notion: Embracing corporate responsibility is not only the right thing to do, it is key to companies’ competitiveness and survival.


Exactly how and why is what this book is about. In the pages that follow, we will examine this still-emerging world of socially responsible business—the philosophies, policies, programs, and practices that bring social responsibility into the workplace in some of today’s most successful large and small companies. We’ll examine the academic and bottom-line rationale that makes social responsibility more than a “program of the month” or a few well-chosen anecdotes. We’ll look at what’s working, what’s not, and how all of this can affect the bottom line. We’ll examine strategies you can use to implement these policies at your company. We’ll hear from some of the leading thinkers on the subject, and look into how some companies are confronting the challenges they view as critical for surviving and thriving in the coming decades.



WHAT IS A SOCIALLY RESPONSIBLE BUSINESS?



After interviewing more than a hundred companies, academics, and other experts, and reviewing hundreds of articles, academic theses, and other documents on the subject, we can safely say that there is no consensus on a definition of the term “socially responsible.” Far from it. Indeed, many practitioners don’t even use the term to describe the way they conduct business. If they refer to anything at all, it might be the Bible or the Golden Rule, New Age philosophies or age-old traditions, the growing body of research about “what works” or the undeniable bottom-line results they experience.


Some of the most ardent supporters of socially responsible business are motivated by how much better well-treated employees perform on the job in terms of productivity and innovation; they may have little recognition of any benefits that accrue from this in the form of, say, more stable families and communities. Or they may undertake an energy-efficiency measure to improve their bottom line, without consciously acknowledging the environmental benefits they could be generating in the process. Others’ actions are motivated explicitly by their belief that business can and should be an agent for changing society or saving the world. Most business leaders’ motivations lie somewhere in the middle.


Further complicating the issue is the question of how much a company must do in order to be deemed socially responsible. Is a single, innovative program enough? Can a company be socially responsible if it still faces serious problems in one or more parts of its operation? In other words: How good is good enough?


We believe that social responsibility is less programmatic than philosophic. It stems from a deeply held vision by company leaders that business can and should play a role beyond making money. It includes an understanding that what companies do and make has a variety of direct and indirect impacts on those both inside and outside the company, from customers and employees to communities and the natural environment. Therefore, a company’s goals, missions, and policies must take into account this entire range of constituencies. So, having one or more commendable programs doesn’t make a company socially responsible unless those programs are part of a larger vision. But a company can be socially responsible without having an all-star roster of programs and practices.


However labeled, whatever the rationale, the sensibility behind it is the same: Business as usual simply won’t get us through the challenges facing today’s companies and communities—local, national, or global. “As we move into the twenty-first century, it is increasingly clear that the key elements of social responsibility—especially how we support our workers, their lives, and communities—will be key elements in a company’s productivity and competitiveness,” says Michael R. Bonsignore, CEO of Honeywell.


Of course, a sensibility or rationale alone does not constitute social responsibility. Robert Dunn, vice president of corporate affairs at Levi Strauss & Company, the giant clothing manufacturer, and one of the most articulate spokespeople for the socially responsible business movement, sketches a portrait of what a socially responsible company looks like. “First, there has to be a charter of some sort for people in the organization,” says Dunn, who oversees social responsibility issues for a company with a nearly 150-year record of exemplary corporate behavior. “Second, there has to be some leadership because it’s meaningless without that. That leadership has to invest in creating a culture which gives people permission to venture out beyond where others are. There has to be a recognition that what matters really is the long-term success of the enterprise and that something like reputation is an asset. There have to be reward systems so that people are not measured only on the basis of gross profit margin. And there have to be penalties or sanctions for people who fail to honor the framework. It’s all of this: values, leadership, a process for decision making, training, communication, recognition, and rewards.”


Dunn continues. “There is an obvious difference between window dressing and serious commitment. The question is to what extent is this charter language really meaningful? What kind of leadership has been exercised and to what extent are managers given tools? For example, what’s the planning process like in the organization? Theoretically, there may be a real commitment to consider the consequences of what they do in the communities and countries where they do business. But when you look at the process they use to make major decisions, is there some kind of impact analysis? If there isn’t, then it means nothing. It just looks good on an annual report or for PR purposes. I think you have to judge a company by what it does, not just by what it says or writes down as fancy documents.”


Leadership. Cultural change. Long-term success. Values. Reputation as an asset. Dunn’s descriptors are instructive, because they describe a process more than a program. Under his definition, for example, a company that enjoys outstanding relations with its employees and has a history of synergy with its communities, but whose environmental record is less than sterling, could still be described as socially responsible, but only if its leaders have created a new vision and undertaken to change the company’s culture and values—and made an earnest attempt to clean up its problems. To do this effectively, a company might set up one or more environmental teams to plan and implement operational changes, establish tangible goals for improving the company’s record, establish an independent advisory panel as a vehicle for listening to the concerns of local residents and environmental activists, link managers’ bonuses to environmental performance, and set in motion a measurement system that enables the company to continually improve its performance. Environmental excellence might be years away. But having a vision—and a system to implement it—is the key to a socially responsible company.



SOCIAL RESPONSIBILITY VERSUS SOCIAL MARKETING



Of course, some companies toe a fine line between social responsibility and social marketing. They use the image of social responsibility as a means of increasing market share by capitalizing on what appears to be a public willingness to embrace “good” companies. And as awareness of socially responsible business issues develops among both companies and the public, there is a concern in both sectors that such exploitation may grow.


Paul Hawken, co-founder of Smith & Hawken, a highly successful retailer of gardening products and author of several books on business responsibility, believes there is a self-descriptive aspect of such corporate disingenuousness. “You see tobacco companies subsidizing the arts, then later you find out that there are internal memos showing that they wanted to specifically target the minorities in the arts because they want to get more minorities to smoke,” he says. “That is not socially responsible. It’s using social perception as a way to aggrandize or further one’s own interests exclusively.” Hawken says these companies are not just fooling the public into thinking their actions are “responsible”; they’re also fooling themselves.


More than a few companies have attempted to create an image of responsibility by employing slick advertisements that often leave the viewer or reader wondering what business the company is really in. However misleading such ads may be, their underlying premise is vital to understanding the importance of social responsibility: the marketing and advertising world has come to recognize that how companies operate is a key consideration for today’s consumers.


The marketers are right: there is genuine concern about the impact of companies on the social and physical fabric of our world. Companies as well as consumers are beginning to vote with their pocketbooks, seeking out companies with whom they share values. They recognize that business itself has contributed to many social and environmental ills facing society. Companies may not have created these problems on purpose; they evolved as companies used people, capital, and other resources in the pursuit of productivity and profits. For a long time, neither the public nor business leaders generally recognized or acknowledged the links between company actions and such things as a deteriorating environment, abandoned inner cities, and employee stress and burnout.


Some company leaders are finally beginning to recognize these links, as well as the impact they have on the lives of their employees, customers, and neighbors. They recognize that in the aftermath of the “Reagan Revolution,” in which the government opted out of areas in which it had previously been of service, Americans are looking increasingly to the corporate sector to rush in where legislators and regulators now fear to tread. The public wants industry to help with, say, education and training for the unemployed and dispossessed, or finding cost-effective, market-driven solutions to pollution their industry creates. Some companies are rising to the challenge, stepping in to fill the void left by a decade or more of federal government neglect. Often they help themselves in the process.




Businesses that master and embrace change can accomplish great things for themselves, their people, and the communities in which they do business. As leaders, they have the power to bring about complete shifts in the way they conduct business—which, in turn, enables them to thrive, to become known as an employer of choice for thousands of people, and to be a valued and respected member of society at large.


—JOHN MARTIN,
president and CEO, Taco Bell     
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All of these links, which we’ll examine more thoroughly in chapter 3, have created a growing community of companies that recognize that the impact of business goes far beyond the next quarterly report. They understand that socially responsible programs are more than a means for philanthropy—they are vital to recruiting and retaining quality employees and ensuring their safety, health, and productivity. They view social responsibility as key to protecting future consumers, ensuring an unwavering pool of qualified workers, and a steady market for future products. Through their policies and programs, through the way they conduct daily business, these forward-thinking companies respect the tremendous power business exercises in shaping our daily lives, our communities, and the world—both today and for decades to come.



THE NEW BELIEFS



Most socially responsible business practices are predicated upon some fundamental beliefs about the world, especially the world of business. Among them:


• Employees function best when they do meaningful jobs at fair wages in healthy working environments, are empowered to have a say in how they do their jobs, are respected for their individual contributions and needs, and enjoy a healthy balance between work and family life. Their performance is further enhanced by their employer’s willingness to invest in their continued personal and professional growth. The autocratic, authoritarian, abusive workplace, where employers rule by tyranny and intimidation, is not good for business.


• Companies function best over the long run when located in healthy communities where the quality of life includes such factors as a below-average crime rate, adequate education and health care facilities, pools of qualified workers, robust economic activity, a healthy environment, and viable cultural and community institutions. When one or more of these do not exist, there is a higher likelihood that companies will find it more difficult to attract and retain qualified employees, and may face increased taxes or regulatory burdens resulting from deteriorating conditions.


• Companies that treat the natural environment with respect throughout their operations usually reduce their output of waste, achieve higher-quality products and services, and maximize resource efficiency, including their capital resources. Moreover, they generally face fewer costs of regulatory compliance, pay lower insurance rates, experience reduced incidence of costly litigation, and enjoy higher loyalty from their customers, both individual consumers and business-to-business clients.


• Company must take a longer view of their operations. Short-term, quarterly-based management decisions frequently distort the true costs of doing business, both for companies and society. A growing number of decisions must be made with a broader perspective—of time as well as of the groups affected. That sometimes means forgoing short-term gain in favor of longer-term benefits.


• Corporate reputation will take on ever greater importance. A growing corps of customers—individual consumers as well as businesses and the public sector—is beginning to view company reputation and performance as criteria for their purchases. This is especially true of corporate and institutional customers, many of which have purchasing policies that give preference to products manufactured in a way that does not exploit workers or unduly harm the environment, including companies that do not engage in unethical business practices, discriminate against certain groups or classes, or support oppressive governments.


Each of these beliefs creates a new set of challenges for companies trying to remain competitive into the twenty-first century. Together, they portray a business climate changing in significant ways. No longer is it enough to offer a quality product or service at a competitive price. No longer is it sufficient to obey the law and pay your taxes. Tomorrow’s successful companies increasingly will be asked to take a hard look at the impact of their operations both within and beyond their institutional walls, more carefully scrutinizing the impact of a variety of policies on employees, customers, communities, and society as a whole.




I get concerned when social responsibility is nothing more than writing a check to the right cause or telling your customers that you are politically correct in this way or that way. Responsibility in the whole spectrum of relationships has to include how it is you behave with one another in your own workplace, how you behave with one another in a competitive fashion, and how you collaborate with outside vendors. Responsibility has to be the attitude of all participants, at least those of us who are intentional about it. We have to be responsible in all our relations.


—TOM CHAPPELL,     
CEO, Tom’s of Maine
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This new climate presents opportunities, too: for companies to improve productivity and morale, create motivated and committed workers, and help ensure an abundant supply of future employees and customers—all necessary ingredients for continued prosperity. There are opportunities for socially conscious business leaders to rise to the top of their companies, or to build entire new enterprises on the foundation of doing well by doing good. In the marketplace, social responsibility can provide a winning edge in an increasingly competitive environment. “The good news is that we now have a statistical basis to support what many of us have known or at least believed for years, namely that business practices such as employee stock and profit participation, energy conservation, waste minimization, worker education, diversity, and empowerment are the foundations and building blocks for stronger gross and net margins,” says Gary Hirshberg, president and CEO of Stonyfield Farm, a New Hampshire—based yogurt maker. “We can now conclusively say that these practices not only don’t hurt but utterly enhance the bottom line.”



A DYNAMIC AND CHANGING WORLD



As one begins to examine the subject of socially responsible business, the questions come fast and furious: How does a company change its corporate culture to reflect more socially responsible values? Which comes first: social mission or bottom line? Is there an inherent conflict between the two? How do today’s business people hang on to their social visions when they’re besieged by all the worries of running a business?


Will it cost more money to implement socially responsible policies? Must a company reinvent itself to become socially responsible? If so, how will this affect a company’s ability to be competitive? Should a company do everything at once or effect change more incrementally? Are there different challenges in inculcating social responsibility in a startup company, compared to a mature organization with established communication flows?


To be socially responsible, must a company forgo short-term profits in favor of longer-term investments? How might that affect a company’s market value and stock price? How will these ideals affect a company’s relationship with its customers? How do you measure success?


And, perhaps most fundamentally: Why should companies even play a role in trying to help employees, families, and communities prosper? Isn’t that the responsibility of the individual, government regulation, social agencies, religious and other institutions?


Some of these questions have ready answers, though the specifics may differ for every company. Other answers are more difficult to come by. In any case, the questions themselves never seem to go away completely, even for companies whose day-to-day operations are thick with socially responsible activities. That makes sense. One common theme among all successful companies is the need to continually assess their direction, goals, successes, and failures, both in business and in society.


Among the biggest challenges facing most of the companies that have embraced a socially responsible vision is simply staying abreast of this nascent and still-evolving business philosophy. The state of the art is ephemeral at best, as companies continue to innovate and as the sheer growth of the movement brings forth a diversity of management values and styles. There are more than a few collections of “best practices” in print describing exemplary companies and programs, issued by organizations such as the Social Venture Network and The Conference Board, some published for a relatively small circle of companies that belong to one of several associations and networks. Some of these collections—often samplings from company mission statements, employee handbooks, and marketing materials—are updated frequently to reflect the latest information and innovations.


This fleeting nature of socially responsible programs makes any attempt to present the bleeding edge of socially responsible business practices challenging, and that is not our sole intent with this book. The simple reality is that by the time this book comes out, some of the newest strategies and proposals profiled in these chapters will have caught on; in no time, they will become commonplace. That’s unavoidable in a world where things are changing and growing at a dizzying pace. But the underlying visions behind these practices do not change. Many date back centuries.


Throughout this book, we will link the best and brightest examples of socially responsible policies with their underlying social and business rationales. We believe that without such a solid foundation even the most well-intentioned socially responsible practices will have limited duration and impact. Mere anecdotes won’t inspire change for individual companies and business practices. It is too easy for business leaders to dismiss anecdotes, saying, for example, that what works for “them” is fine, but it won’t necessarily work for “us.”




Corporate social responsibility is not a politically correct set of standards or a simple platform of achievement. Rather, it is a continuous improvement process. A responsible company must regularly ask better and tougher questions about the impact of all its operations on the bottom line, its employees, communities, and the environment.


—GARY HIRSHBERG,
president, Stonyfleld Farm   
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No company today has the luxury of making changes or initiating programs without regard for bottom-line impact: the costs, benefits, risks, and implications for both short- and long-term strategy and competitiveness. Throughout this book, our lodestar is that one of the most socially responsible things most companies can do is to be profitable: providing sustainable jobs at fair wages for their employees, solid returns for their owners and investors, and prosperity and sustainability for the communities in which they operate. Without such viability, even the best-designed and well-executed efforts will be for naught.


There is no question that the ideals and philosophies presented in this book are controversial. Make no mistake: No matter how fast the move to socially responsible business may be growing, most of the corporate world is by no means practicing these ideals. The overwhelming majority of companies have not yet embraced the notion that businesses have a responsibility to anyone but their owners, though a surprising number of these companies have one or two enlightened policies in place. But most of these companies lack a broader vision of social responsibility.



A LOOK AHEAD



In the chapters that follow, we will look more deeply into the visions, strategies, and programs inside socially responsible companies. The goal is not to present the definitive list of what’s out there so much as a representative sampling of what’s possible. Keep in mind that while the overriding rationale behind socially responsible business applies to any company, this is not a world in which “one size fits all.” To succeed, any corporate initiative must reflect the organization’s size, sector, and culture. A cookie-cutter approach can be likened to the chair designed for the “average” person: it tends to be too big for half the population and too small for the rest. Similarly, these strategies and programs must be tailored to each organization and sector if they are to truly “fit”


In the next chapter, we will look at the origins of the move toward social responsibility in business, then meet some of the business leaders setting the pace for the rest of the corporate world in addressing these issues. In chapter 4, we will examine some of the tools socially responsible companies are developing for themselves, including the growing efforts to measure the impact of their programs and policies on their financial performance, in response to the confluence of forces demanding such accountability.


In subsequent chapters, we will examine four key areas in which companies are making a difference:




• the environment


• the workplace


• the community


• the international marketplace





In each of these areas, we will look inside companies and programs. We’ll learn what works and what doesn’t, benefiting from the insight and inspiration of individuals and companies that have broken ground in building new relationships with their employees, their customers, and society. Throughout, we will also offer “best practices” from companies of all sectors and sizes, which we hope will provide ideas and inspiration on how similar programs might work in your organization.


Learning from others’ successes and failures is one key to integrating socially responsible thinking into company operations. There’s no better lesson than a real-life one, and you are encouraged to contact the individuals and companies discussed in these chapters to learn more about them. Not all companies will readily share everything, but many will be willing to offer some insight into their programs and practices.


Here are some other things to keep in mind as you read this book:


• Be patient. Implementing socially responsible programs requires change, and that can take considerable time and effort. Don’t expect that new programs will immediately be successful and embraced by everyone in the organization. Take it one small step at a time. Social responsibility tends to spread: your success in one area will make it easier to try something in another.




Our position as the world’s leading media and entertainment company could not have been reached—and could not have been sustained—solely from business success. It rests equally on our tradition of social responsibility and community involvement. At the core of this enterprise is the determination to make a difference as well as a profit.


—GERALD M. LEVIN,
chairman and CEO, Time Warner Inc.   
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• The process never ends. Social responsibility is about continuous improvement; it is not a standard of accomplishment. Even companies with acknowledged leading-edge policies and practices are continually reassessing (and, when possible, measuring) their efforts, making changes to reflect their findings and changing business conditions.


• Everyone must participate. Successful social responsibility initiatives require participation from the top down and from the bottom up. While they require leadership, they can neither be mandated from the top without the rest of the company’s participation and cooperation, nor conducted at the grass roots for long without top-management support (although many good ideas can and do originate at all levels of employees).


• Do what’s right for your organization and its culture. A program that works in one company—or even another division of your company—won’t necessarily translate directly into your operation. It may take creativity and flexibility to mold a program to fit your organization’s unique way of doing things.


• This is not an add-on program. Social responsibility should be viewed in the company as part of its culture and fabric. That usually requires that an overall philosophy and commitment be articulated in a company’s mission statement, employee handbook, marketing and sales materials, and other communications with employees, customers, investors, and the media.


• Don’t rest on your laurels. As socially responsible programs mature and become more widespread, what seems effective and appropriate today could be inadequate tomorrow. That means continuously revising your goals and improving your effectiveness, as well as keeping up on what other companies are doing.


• It is difficult, if not impossible, to do everything “right.” No one’s perfect. No matter how hard you try, your company will still have some areas that need room for improvement. But don’t let that inhibit your efforts. Simply getting started is what’s key.





Chapter Two
The Birth of a Notion
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You can’t do business in a society that’s burning.”


—WILLIAM C. NORRIS,


founder, Control Data Corporation


A great many of the ideas and practices behind socially responsible business have coalesced only in recent years. In 1992, companies practicing—or considering practicing—socially responsible ideals got their first trade association, Business for Social Responsibility, or BSR. The association emerged from a group of companies that found themselves spending a great deal of time sharing their socially responsible practices and supporting one another’s efforts. They recognized that there was no voice for their sensibilities among existing business organizations. Helen Mills, an early BSR organizer whose company, Soapbox Trading Company, is the largest franchisee of The Body Shop retail chain in the United States, tells of a letter she received from a local chamber of commerce, urging her to fight mandatory recycling in suburban Washington, D.C. “It made my blood boil,” she says. “That’s when I knew we needed a group that speaks to the other side.”


BSR was launched in June 1992 by fifty-four company leaders, including those from Stride Rite, Reebok, Ben & Jerry’s, Stonyfield Farm, Working Assets, and the Calvert Group. The organizing committee of BSR was formed at a meeting of the Social Venture Network (SVN), a group of individual entrepreneurs, business leaders, nonprofits, academics, and others. SVN is an internal group that deals only within its own membership and does not generally address the outside business world In contrast, the mandate of BSR is to give voice to the idea of socially responsible business, informing both the larger business community and the public policy makers in Washington, D.C., and state capitals. BSR eventually merged with some older existing groups, such as New England Businesses for Social Responsibility, and then spawned a still-growing network of local chapters around the country. By the time of its first national conference in October 1993, it had emerged as a full-fledged national coalition, with more than 750 member and affiliated companies.


The idea of socially responsible business long predates BSR, however. The notion of balancing companies “doing good” for their employees, the environment, and society against their own immediate interests dates back to the first corporate charters, special protections, and privileges granted by monarchs to spur economic development—and to perpetuate their own sovereignty. In exchange for serving the common good, companies were given the right to do such things as issue stock, own property, sign contracts, and accumulate assets and debts, all with limited liability for the company and its owners. If they failed to obey the law or “do good,” the government could revoke the corporation’s charter—at least they could until the early twentieth century.


The issue of the relationship between business and society—especially with regard to healing society’s ills or caring for the underclass—actually began in the United States with the advent of the Industrial Revolution, though some of its philosophical underpinnings date back to the Quakers. The Industrial Revolution dramatically changed American society, taking its citizens from their rural roots to urban life, often to these individuals’ disadvantage. The builders of the New England mill towns that began to spring up in the early 1800s recognized that providing food and shelter to employees would benefit both employees and the company. Some mill towns became showplaces of industry, demonstrating how business’s and society’s interests and concerns could and should be harmoniously merged. The city of Lowell, Massachusetts, was testament to the policy of recruiting young women from rural areas and providing them “with living quarters and resources to meet their social, religious, and intellectual needs,” according to Thomas M. Vetica, one of a growing number of academics who have written theses on the subject of business and social responsibility. But not all such paternalism turned out to be in employees’ best interests. In many company-built communities, employers set wages, hours, production processes, and even machine speeds. Children were sometimes separated from their families and made to work long hours under inhumane conditions. Some company towns eventually took total control over their employees’ lives, virtually enslaving them, the exact opposite of the intentions of their founders. Union organizers who tried to interfere with company policies were all but driven out of town.


Not all these efforts’ outcomes were bad. The mill towns’ brand of paternalism spread to other parts of the country and became a basis for the philanthropy of early large-scale industrialists, such as Julius Rosenwald, who took over a nearly bankrupt Sears, Roebuck & Co. and turned it into what for decades was rural America’s most successful retailer. (Rosenwald launched the 4-H programs as a means of assisting American farmers’ technological advances and long-term profitability.)


Some company towns were highly successful. In the late 1880s in upstate New York, George F. Johnson, in his early twenties, convinced his boss, Henry Endicott, to build a leather tannery outside the Binghamton city limits; Endicott owned the Lester Brothers Company boot factory in Binghamton. The then-radical idea was that large manufacturing plants should be sited outside the crowded towns. By 1894, the two had become partners in the Endicott-Johnson Company. By the time Johnson became president of the company in 1920, he had put into practice his plan of providing workers with quality homes at affordable prices and modest interest rates. Many of the homes are still standing. Under Johnson’s brand of benevolent paternalism, Endicott-Johnson became one of the largest shoe makers in the country.


Housing was only the beginning of Johnson’s benevolence. He provided free medical care for employees and gave each of their children a free pair of shoes every Christmas. He built recreation centers and parks, with free boating and swimming. The George F. Johnson Pavilion, built during the Depression, attracted famous-name performers, from Tommy Dorsey to Frank Sinatra. Binghamton boasts the largest collection of operating merry-go-rounds in the world—six—all donated by Johnson. As word spread of the company’s reputation, immigrants, especially Eastern Europeans arriving at Ellis Island, sought out the factory. Legend has it that they arrived at their port of entry with hand-written signs hanging from their necks reading: “Which way, E.J.?”


George Johnson joined Andrew Carnegie and other early captains of commerce who recognized that companies had a special interest in spreading their wealth. Carnegie, for one, was a believer in the idea of “trusteeship”: The principal purpose of being rich was to do good. Vetica points out that the philanthropy of early industrialists, many of whom owned and controlled their enterprises, is responsible for the sustained growth of several charitable institutions, including the YMCA and the Community Chest. By the 1920s, such philanthropy had become one of the primary channels of expression of social concern. A decade later, the Internal Revenue Service considered corporate contributions to charities to be a legitimate business expense. (Up to that point, the government considered charitable contributions as legitimate expenses only when some benefit other than goodwill returned to the corporation.) Some industrialists focused directly on their own employees’ welfare. Henry Ford took that route—albeit not without great self-interest—when he raised workers’ pay so that they could afford to buy one of his cars. But neither Ford nor Carnegie nor many of their colleagues had unblemished records in the way they treated employees or the communities where their companies operated. Many were heavy-handed robber barons who destroyed people’s lives in the name of business. Ironically, they helped define what was socially responsible at the time: the amount of money a company gave away at the end of the year.



THE GREAT DEBATES



As the idea that businesses had a role to play in minding society’s ills began to catch on, some individuals questioned openly whether executives were up to the task. For example, Wallace B. Donham, writing about “The Social Significance of Business” in the Harvard Business Review in 1927, observed that


The social responsibility of the business man … is inescapable. Yet in one respect the business group is less favorably situated to solve these problems than the legal group … Our usual training in business, still carried on mainly within industry itself, is too narrow, too much specialized in the particular concern; it gives too few points of view on the social importance of business. No profession can really develop which does not have an intellectual content shaped broadly by many men, and this condition does not yet exist in business. There are professional men of business, but business as a profession is developing rather than already in existence. It is peculiarly difficult to make the individual business man understand his opportunities and his responsibilities in harmonizing his economic and social obligations, because there has been inadequate analysis and inadequate statement of the problem.


Following World War II, the debates over the responsibility of business in society intensified. By then, corporate philanthropy had already become part of the social fabric. And the growth of government regulators and public interest watchdogs—from the Federal Communication’s Commission and the Federal Trade Commission to the American Civil Liberties Union and the Sierra Club—spurred new interest in business ethics, the standards by which to judge corporate and individual behavior within the moral framework of business and society. Between 1969 and 1972, what has come to be called the Big Four regulatory agencies—the Occupational Safety and Health Administration (OSHA), the Equal Employment Opportunity Commission (EEOC), the Consumer Product Safety Commission (CPSC), and the Environmental Protection Agency (EPA)—were all founded. “This was a whole new world for managers,” says Donna J. Wood, professor in the University of Pittsburgh’s Katz Graduate School of Business. “They had no idea this kind of thing was possible. And all of a sudden they’re hit with four enormous regulatory agencies making lots and lots of demands for information and for corrective action. It cost huge amounts of money and took a lot of time to figure out and sort through.” Ironically, the government’s new quest for detailed information about business operations made many companies gun shy about disclosure in general, fearing the consequences they faced if that information didn’t paint an acceptable picture. That only whetted the appetites of regulators and activists, who sought even greater disclosure.


Something else happened during the 1970s that shifted—perhaps even derailed—the debate over the social responsibility of companies for a time. “There was a period of development in our thinking where we sort of lost track of the ethical roots of social responsibility and moved into social responsiveness—the idea that companies had to be responsive to social demands in order to survive,” says Wood. “That’s quite different from the concept of social responsibility. Once they began to focus on responding to a changing environment, the topics that were studied in the field shifted from what companies could do to make this a better world to what companies could do to ensure their own survival.” The result was a new emphasis on corporate political action, public affairs, and lobbying, and ultimately the birth of such terms as “cause-related marketing” and “strategic philanthropy.” As a result, says Wood, “the people who were supposed to be articulating and defining social responsibility forgot what it was and moved on to responsiveness. The whole field foundered for about ten years.”


The responsibility-versus-responsiveness debate was far from the hottest. The conflict that continues to dominate discussion has to do with what is the real purpose of business in society. Early business ethicists argued that the function of business had grown beyond the mere provision of goods and services to society. They said that business should become a social agent with responsibility to society, including those sectors of society outside the reach of pure commercial transactions. Of course, that belief was far from universal. Most vocal on the subject was the economist Milton Friedman, who argued that business’s sole purpose is to generate profit for shareholders. He maintained that companies that did adopt “responsible” attitudes would be faced with more binding constraints than companies that did not, rendering them less competitive.


“What does it mean to say that the corporate executive has a ‘social responsibility’ in his capacity as businessman?” wrote Friedman in the New York Times Magazine in 1970.


If this statement is not pure rhetoric, it must mean that he is to act in some way that is not in the interest of his employers. For example, that he is to refrain from increasing the price of the product in order to contribute to the social objective of preventing inflation, even though a price increase would be in the best interests of the corporation. Or that he is to make expenditures on reducing pollution beyond the amount that is in the best interests of the corporation or that is required by law in order to contribute to the social objective of improving the environment. Or that, at the expense of corporate profits, he is to hire “hardcore” unemployed instead of better-qualified available workmen to contribute to the social objective of reducing poverty.


In each of these cases, the corporate executive would be spending someone else’s money for a general social interest. Insofar as his actions in accord with his ‘social responsibility’ reduce returns to stockholders, he is spending their money. Insofar as his actions raise the price to customers, he is spending the customers’ money. Insofar as his actions lower the wages of some employees, he is spending their money.


Friedman argued that such actions in effect turned executives into public employees or civil servants, levying “taxes” (in the form of corporate money allocated to social causes) and making “expenditures”—a part of “the socialist view that political mechanisms, not market mechanisms, are the appropriate way to determine the allocation of scarce resources to alternative uses.”


Friedman concluded: “The difficulty of exercising ‘social responsibility’ illustrates, of course, the great virtue of private competitive enterprise—it forces people to be responsible for their own actions and makes it difficult for them to ‘exploit’ other people for either selfish or unselfish purposes. They can do good—but only at their own expense.”


Friedman’s perspective was far from universally shared by business leaders. In 1979, for example, declaring Friedman’s profits-are-everything philosophy “a dreary and demeaning view of the role of business and business leaders in our society,” Quaker Oats president Kenneth Mason wrote in Business Week that “Making a profit is no more the purpose of a corporation than getting enough to eat is the purpose of life. Getting enough to eat is a requirement of life; life’s purpose, one would hope, is somewhat broader and more challenging. Likewise with business and profit.”




Profit is not the legitimate purpose of business. The purpose is to provide a service needed by society. If you do that well and efficiently, you earn a profit, perhaps an enormous profit.


—JAMES W. ROUSE,               
founder, The Rouse Company
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Mason continued: “The moral imperative all of us share in this world is that of getting the best return we can on whatever assets we are privileged to employ. What American business leaders too often forget is that this means all the assets employed—not just the financial assets but also the brains employed, the labor employed, the materials employed, and the land, air, and water employed.” He went on to “encourage, not evade, discussion of those problems that arise when the activities of business conflict with the needs and concerns of society.”


Two years later, the Business Roundtable, a venerable association of corporate executives, issued a “Statement on Corporate Responsibility.” It acknowledged the need for growing corporate involvement in social issues, although it also cautioned against expecting that companies could be counted on to step in where government was opting out. “Many people believe that corporations are generally concerned only about profits and not about the impact their operations may have on society,” it stated. “At the same time, it is clear that a large percentage of the people now measures corporations by a yardstick beyond strictly economic objectives.” That yardstick, concluded the authors, included a company’s product pricing, quality, and advertising; the fair treatment of its employees; its workplace health and safety practices; plant openings and closings; its record of environmental impacts; its role in the community; and its philanthropic practices. The document determined that “economic responsibility is by no means incompatible with other corporate responsibilities in society,” and offered several recommendations, including one to consider “what can be done to assure that the company’s larger role in society is understood by management, employees, and other constituencies.”


But these were just well-intentioned words. Action was slow in coming. And the debate involved only big companies. Smaller firms didn’t enter the picture until later.


So far, relatively few companies have focused their attention on saving the world, or even their own communities, although the number and breadth of programs aimed at easing society’s problems—from homelessness to handgun violence to human rights violations—has grown dramatically. Many more companies have focused their social visions on their own employees and employees’ families. These companies recognize that making workers more secure in their jobs and homes, providing them flexibility to balance their lives, and giving them the chance to participate in their communities helps guarantee a happier, healthier, more loyal, and more productive work force.


To some observers, these cultural changes signal nothing less than a transfer of responsibility for individual and public welfare from the public sector to the private. It would not be the first such transfer of power. Four hundred years earlier, social responsibility shifted from the church to the state, as government replaced religious institutions as society’s predominant force. At the dawning of the twenty-first century, business appears the next likely candidate to carry this mantle. “There are many that now feel that the corporations are the most powerful institutions on the planet and with power comes incumbent responsibility, but also the efficacy of getting things done,” says Thomas N. Gladwin, a professor at New York University’s Sloan School of Business. “The most powerful institutions in any society must take responsibility for the welfare of the whole of the society.”


Not everyone sees it that way. Professor Donna Wood views Gladwin’s analysis as “a peculiarly American way of looking at things.” In most other countries, she says, government has taken different approaches to dealing with social problems. For example, “the Japanese, when they first started making massive moves into American investment, got blindsided by the demands that they get involved in charitable giving. They thought this was really weird. It wasn’t because they were stingy, greedy, money-grubbing capitalists. It was because they couldn’t understand why it should be business’s job to do what the government should be doing, and what the government in Japan does do—protect the social welfare.” Besides, says Wood, there are good reasons not to invest all one’s hopes in business to solve our social problems. While it may be true that business has amassed a great deal of power and wealth, she says, “It’s not clear that you want business’s modes of operations, financial values, and emphasis on efficiency directing our social welfare policy.”


Wood isn’t making a case that companies don’t have a responsibility to care about social issues, or to act upon that concern. Her point is that the corporate approach and bottom-line values, however profitable, are not always the best way to tackle tough social problems. Companies’ contributions may be more valuable when made in concert with government or the nonprofit sector, providing the brand of leadership and skills that only the for-profit business sector can offer.


So the debate continues: What is business’s responsibility? To make profits? To “do good”? A combination of both? A simple answer is unlikely. But as we shall see, there is clear support for the idea that companies can operate in a way that strengthens their various communities, internal and external, and still provides solid, sustainable returns for their shareholders. They can do so, they should, and eventually they must.



THE GRAND OLD MEN



In some ways, the debates among Friedman, Mason, and others over the viability and appropriateness of socially responsible business were academic. By the end of the 1970s, a corps of modern business executives already had proved that the melding of morals and management worked, and worked well. Some, like IBM’s Thomas Watson, Herman Miller’s Max DePree, Cummins Engine’s J. Irwin Miller, Levi Strauss’s Walter Haas, and Stride Rite’s Arnold Hiatt, represented a generation that came of age during the Depression, served in a world war, and saw their companies flourish during the expansive postwar era. As Friedman and others argued on, these business leaders practiced their socially responsible visions and philosophies every day, with great financial success. For them, the debates were nothing more than a sideshow.


Herman Miller’s Max DePree is an exemplar of this generation. DePree, whose father started the company in 1923, and who himself was CEO from 1980 to 1987, preached the gospel of enlightened leadership. In addressing management meetings, words like “assets” and “profits” scarcely graced his lips. Instead, he talked of “being open,” of “covenantal relationships,” and of “meeting personal goals.” “We’re going to inhibit our own growth if we don’t help everybody gain a good knowledge of the value system and the culture of this organization,” was a typical DePree pronouncement. His convictions stem from his Dutch Reform background, which emphasized hard work, fairness, and the belief that individuals need to reach their highest potential. At Herman Miller, those beliefs came together in “participatory management,” now a forty-year tradition, with all employees owning stock and having a say in how the company operates. Almost from the beginning, DePree’s policies and beliefs have dominated the company’s operating credos, from employee education to energy efficiency.


William C. Norris is another exemplar. One of the genuine pioneers of the computer era—he helped develop the forerunner of the modern digital computer to break enemy codes for the Navy during World War II—he is best known for Control Data Corporation, the company he founded in Minneapolis in 1957 by selling 625,000 shares of stock for a dollar each. By the early 1980s, the company employed nearly 60,000 people and generated annual revenues of $4 billion.


At the core of his company’s operating principles was a policy of “addressing unmet societal needs as profitable business opportunities.” According to James C. Worthy, Norris’s biographer, “Norris was genuinely distressed at the extent of human misery brought explosively to light by the riots across the country and in Minneapolis during the summer of 1967, and he determined to do what he could to relieve the conditions that had led to those events.” He also sensed that he could do so in way that reached beyond mere charity, that would have a sustainable impact and not require constant funding. Moreover, he saw that some of the “unmet needs” represented potential markets for Control Data, or at least a more stable environment in which to operate. “You can’t do business in a society that’s burning,” he declared.


Following the 1967 riots, Norris decided that as a major employer, Control Data had an obligation to start hiring African-Americans in significant numbers. For him, providing jobs to the disenfranchised was a matter of business survival. By the end of the year, despite predictions of failure among his own staff, Norris had opened a new plant in Minneapolis’ inner city to build computer components. The North side plant, as it came to be known, became one of the company’s most efficient and productive manufacturing facilities. Another pet project, called PLATO (for Programmed Logic for Automated Teaching Operations), a computer-based instruction system, aimed to use the new technologies to revolutionize the educational system.


Control Data became a computer industry powerhouse, reaching $5 billion in revenue in 1984. But it wasn’t to last. As the computer industry began to shift to minicomputers and microcomputers, Control Data missed market trends and began to falter. By 1985, the company—which by now included such divisions as the Ticketron ticketing service and the Arbitron audience-measurement service-hit the skids. In mid-1986 the company fell into default on some bank indebtedness, its stock price plummeted, the company was restructured, and Norris retired. Some criticized Norris for his attention to external projects, for putting society’s “unmet needs” before the company’s.


Today, Norris calls this criticism “nonsense, a complete misapprehension.” He points out that relatively few company resources were allocated to PLATO and other Norris projects, and that his community-based initiatives helped build the company as well as attract and retain employees. His faith in the power of business to turn society’s unmet needs into profitable business opportunities remains unshaken. “The best hope is that there are always a few people who are willing to look ahead and take risks,” he says.


Another grand old man of social responsibility is James W. Rouse, one of the most successful developers in U.S. history, who believed that “the surest road to success in our ventures is to discover the authentic needs and yearnings of people and to do our best to serve them.”


The people’s “needs and yearnings” ranged during Rouse’s half-century-long career from the growing needs of suburbia during the postwar boom years—in 1958, Rouse opened the first privately developed enclosed regional shopping center in America, which he dubbed a “mall”—to the changing needs of cities. As early as the 1940s and through the 1980s, Rouse was deeply involved with crusades to rehabilitate slums and crumbling downtowns of America’s northeastern cities. Rouse may be best known for his restoration of historic but decaying urban landmarks, which he renovated and turned into highly successful “festival marketplaces.” Among his company’s flagship restoration projects are Boston’s Faneuil Hall and Quincy Market, Baltimore’s Harborplace, and New York City’s South Street Seaport.


But Rouse’s passion—and, in some respects, his greatest legacy—may not lie in those glitzy tourist attractions but in the low-income housing projects he seeded in the inner cities. Before his retirement from The Rouse Company in 1979, Rouse had taken an interest in affordable housing for the poor and the homeless.




People who have a good environment, education, and opportunity make better neighbors, employees, and customers than those who are poor, ignorant, and oppressed.


—COUNCIL ON ECONOMIC DEVELOPMENT, 1971


[image: image]





In 1973, Rouse met two Washington, D.C., women who asked his help to rehabilitate two rat-infested buildings. Impressed with the women’s determination—they had already put down a nonrefundable $10,000 deposit—he personally bought the buildings for $625,000 and arranged for another $125,000 renovation loan. Ultimately, he set up a nonprofit organization, Jubilee Housing, which devised a creative formula to allow low-income residents to rent the units and to eventually become self-sustainable—that is, residents’ rents would cover operating costs. Every six months for seven years, the rates for able-bodied tenants went up by small increments. The increases encouraged tenants to get jobs, improve their earning potential, and find their own nonsubsidized apartments, thus making room for new tenants.


That experience led Rouse in 1982 to establish the Enterprise Foundation, which he seeded with $1 million in Rouse Company stock. He intended it to be a catalyst for tenant activists, church groups, block associations, and other self-help nonprofit associations. The foundation helps these groups raise money, acquire and rehabilitate housing, manage the properties, and develop social support services that may be needed by low-income residents. After more than a decade, the foundation has built or renovated more than 10,000 housing units.


“In The Rouse Company we had three corporate goals,” Rouse told a Business for Social Responsibility conference in 1993. “The first was to improve the physical environment and the quality of life of the American city. The second was to provide for the growth and fulfillment of the people working in the company. The third was to make a profit. We used to say this as a publicly owned company, to our shareholders, in our annual reports. We would say that if we achieve the first two goals, the third would take care of itself. We even went so far in one report to say that profit is not the legitimate purpose of business. Profit is a reward for a product or service well produced. If you fulfill those first two goals, profit will come. If we saw in business that profit was a reward and not a purpose, it would take profit to the bottom line where it belongs, and not to the top line.”



BUSINESS REINVENTS ITSELF



Unfortunately, the Rouses, DePrees, and Norrises were relatively few and far between. The vast majority of business leaders saw little need for such direct involvement in workplace or community affairs, especially with the growth of government and private social service agencies, both in Washington, D.C., and around the country. But by the 1980s, a number of forces came into play that helped bring the issue of socially responsible business to the fore.


One of those forces was the blossoming of the consumer movement, which led to increased scrutiny of companies by a wide range of national and grass-roots groups. Corporate social responsibility had become a favorite thesis topic in business schools, yielding a rich lode of definitions and analyses of corporate behavior. The rise in litigation against companies, spurred in large part by the Ralph Nader—inspired public interest movement that had reached into nearly every college campus, was also providing peeks (via court documents) into the sometimes less than flattering machinations of corporate decision making. And the efforts of the environmental movement provided additional insight into companies’ operations and decision-making processes.


At the same time, several small but fast-growing companies were starting to make their voices heard on a range of social issues. A small Vermont ice cream company called Ben & Jerry’s and a British-based retailer called The Body Shop were among the more visible examples of companies that became noticed by the media—albeit as quirky “alternative” companies that deigned to call attention to society’s problems. Eventually, that label gave way to grudging acceptance that these companies could indeed operate under their leaders’ ideals while enjoying astonishing growth in sales and profits. Moreover, as many larger companies were paring their work forces to become more lean and competitive, their smaller counterparts were creating millions of new jobs. Some big companies began breaking themselves into smaller, decentralized units, hoping that a small business approach could foster creativity and productivity. That gave further credibility to the role of small business as an innovator.


The impact of the Reagan-Bush years—in which government gave business a freer hand than previously allowed to conduct business without government interference—engendered in some business leaders a sense that companies needed to step in to protect the average citizen. Even some executives with socially responsible visions thought Reagan’s hands-off policies were in society’s—and business’s—long-term interest. Still, whether due to Reagan’s policies or those of his predecessors, or merely the realities of the time, some company executives contrasted what appeared to be an alarming array of crumbling institutions—including weakened federal and local government agencies once charged with protecting those institutions—with the wealth they and their shareholders had amassed over roughly the same period, and recognized an inherent imbalance. More important, they also recognized that business represented the only institution with adequate resources and expertise to turn things around. Business, for some, seemed to be the last great hope.


Despite Reagan’s oft-stated goal to get the federal government off business’s back, government’s role as business regulator did not end during the Reagan era. OSHA, EPA, and other agencies joined with Congress to continue pressing for new laws to protect workers and the environment. Some of the workplace laws took over the role of the unions, which by the 1980s had become virtually extinct in certain industries. Labor membership in 1985 stood at only 17 million members—less than 18 percent of the U.S. labor force—compared with just over 22 percent a quarter century earlier, the lowest level since the Great Depression.


The Reagan and Bush years saw the creation of millions of jobs and the expansion of the U.S. economy. But many of these jobs were low-skilled and low-paying, without benefits or the stability of the past, undermining the financial security of many Americans. During a period in which Americans’ overall real income growth dipped, there were multi-million-dollar executive bonuses and unprecedented “golden parachutes” for CEOs affected by mergers and acquisitions. In 1994, a report by President Bill Clinton’s Council of Economic Advisers called the widening gap between rich and poor over the previous decade “a threat to the social fabric that has long bound Americans together and made ours a society with minimal class distinctions.”


Some observers concluded that the Friedman-Reagan philosophy—that a “rising tide” of corporate profits would raise all of society’s “ships”—was fallacious at best. Given the chance to allocate an abundance of profits, companies opted—with Wall Street’s enthusiastic help—to benefit shareholders and executives rather than investing in employees, environmental protection, or community problems to help ease epidemics of drug abuse, unemployment, illiteracy, racism, failing education, inadequate training, or other pressing issues plaguing their communities.


It wasn’t just money, it was also power. During the Bush administration, a White House Council on Competitiveness, chaired by Vice President Dan Quayle, became a means for business to undo federal environmental and occupational health and safety laws. Reagan had a similar group during his terms, chaired by George Bush. Both councils’ original purpose was to ensure that no federal regulation unduly inhibited U.S. industrial competitiveness. This concept had merit—government regulation was strangling competitiveness in some industries. But critics charged Bush and Quayle with using the council to circumvent the legislative process to undo laws intended to protect the public and the environment. Under Quayle’s leadership, for example, the council turned around a host of laws and regulations enacted by Congress or the regulatory agencies, doing virtually all of its work in closed sessions, unaccountable to public scrutiny. Among other things, the group tried to make wetlands more accessible to oil drillers and land developers. It relaxed rules that required biotechnology companies to get government approval before creating new life forms. And it proposed more than a hundred changes to weaken the Clean Air Act of 1990. What was done in the name of getting government off the back of business seemed to some more like putting government in business’s back pocket. The council’s efforts benefited relatively few companies, said the critics, potentially to the detriment of the environment and employee health and safety, while adding to public cynicism about big business’s willingness to play by the rules.
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