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~ Business Responsibility:
- A Reply to Milton Friedman

Zan September 13, 1970, an article appeared in the New York

Times Mapazine entitled "The Social Responsibility of Business Is
' @

to Inorease Its Profits."l The author was the welilknown economist,

columnist, and sometime advisor to Pre51dents and Presidential aspi-

rants, Mllton Friedman. Professor Friedman, who also holds an honored

" p051tlon on the economlcs faculty at the UnlverSLty of Chicago, put
hlS case £0 boldly and provocatlvely as to create a verltable flood-

: tlde of crltlcal reactlon -- from the busmness communlty and the uni-

"ver51ty bu51ness schools The followlng artlcle assesses Professor ;‘

Frledman s argument, and concludes that ‘he is more Wrong than r1ght_7

Let us begin by‘trjiné to identifyAthe‘oore of Professor Friedman's
argument. The title of his article sums it.up‘rather well, namely, the_
social fesponsibility of business is to iocreese'its profits. But a bitrn
more fuIsome and somewhat more accurate way to put his case is that bu51—

ness has no social responsibilities beyond that of striving 1ewwlly and

ethically to increase its proflts It lS thls latter way of " statln" the

”prop051tlon that glves the argument 1ts sharp edve and plunges students
.Of business into such deep controversy among themselves. In a capitalist
'of marketlsociety, it is not in any way unusuai or radical to suggest that
business has a broad responsibility to increase ite profits. What is un-
common and controversial is the further suggestion_thaf business has no

responsibility to society beyond the quest for more profits.



Even here at the very beginning, though, an.internal inconsis-
tency appears. In the oﬁening paragraphs of the‘article, Professor
Friedman asserts thdt "Only people can have responéibilities,” and
that "'business' as a whole cannot be said to have responsibilities,"
although a corp§ration as an articificial [Tegal/person has "artificial
responsibilities.” Butlinlthe concludingrsentehcé”of'fhe article, we
are told that "'there is one and only one social reéponsibility of busi;l
ness,' namely, that it should increase its profitsi" The beginning and
concludixig é,ssertions are quite patently c.ontra'.ldictory.. | | e

In fhe remaindér‘of the paper, I plan to'examine fhe Friedman argu-
méntlip'three ways. One will be tqwfind aréas bf agfeepent.‘ A second
is to identify where Pfofessor'Friedmanwis simply wrbﬁg;“A third approach
will be-to.indicate what Professor Friédman has ieft'unsaid'-F omissions‘

~ which are central to #hé issues rgiééd by his pbsition.m

.1  i" - Where Professor Tricdman Is Right

Quiﬁe clearly, Professor Friedmgn has madensome uséful and valid ob-
servations about the doctrine of business respoﬁsibilityi Among those |
that I would agree Iwi‘th are the following: | | |

_________ & He is correct—in remarking that the preciée and substantive

' meaning, qf "social res-ponsi‘bility" is not usualiy made clear by those ﬁho |
‘advocate the doctrine.? Most such discﬁssions are truiy ”notablé for their
analytical iéoseness aﬁd lack of figor.ﬁ :This‘has loﬂg been true and vell
~known (though not theg admitted) by those who have followed the evolution

of the social responsibility doctrine over the years. I, myself, made

this a major point in an article published over a,decadé'ago.2 What
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Professor Eriedman doesn't explain is jJjust why ﬁhis state of affairs
continues to exist. z beiieve if results from a coilépse of the intei;f
1ectu#1 tradition of laissez Taire and the related failure to find |
either adequato ideas to replace that tradition or adequate regulating

mechanisms to replace the postulated automaticity of an ideal market

,1

model. ‘Tpe older valuc.systems and theories afe:no longer relcvdnt but
new ones have not'yét been developéd and éppiigd.dné resulf of this
lag 1s an incredibly mushy type Qf thinking and falking“about business'“
social responsibiiities. | o : '

&) Professof Friedman is also eminentl&Lcoffect‘when he maintains
that. much of the rhetéric of social reéponsibility is public‘relations

eyewash. His phrases describing this PR effort are sharp and telling:

_"pure rhetoric,""just window dressing," "hypoeritical window dressing,"
end "tactics . . . approaching fraul." fThis is not to say -- and Friedman
doesn't say so -- that all professions of business'respénsibility are

uttered for purposes of polishing up the corporaté image. But anyone who
delves into this literature, especiaily the speeéhgé of business execu-
tives, can't help but conciudeuthat it serves more thaﬁ one purpose. i.'
- myself believe that anyone who cahft see this aspect éf the doctrine is
_..either a fool or a hypocrite. -

ﬂ@, In his artic}e Professor Friedman acknowledges that the corpo-
‘ration is a politicalwéystem. He opposes its further politiciiation..
In making the point that the corporation has a political character,
Professor Friedman is oﬁi& partially correct; and I shall deal beléw
with the flaw in this part of his reasoning. But to the extent that

L .
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he may mean that the.modernrcorporation is,a_sysﬁem of power, that

it exhibits a distribution of rights and a hierarchical allocétion

of powefs, that it contains anlinternal éystem'of chgcksand balances;
that with respect to many internal processes i£ 1egislétes, administers,
and ajudicates; aﬁd that it coerces and/or promotes a measure of social‘
conformity -- all politica} functions‘and;procééééé in a broad sense --
then he ié on solid ground.

S Iﬁ is also true, as the authof.étates, thaﬁ many corporatioﬁ
executives who favor social-action prograhs under the aegis of private.
enterprisg oftten 1aék'the social expeftise.necéss#r& ﬁo define, under=
stanq; aﬂd.effectively attack the problemf‘:Noﬁxonly‘is ﬁhere -3 qgestion
of the legitimacy of their assumingrsucﬁ~soéial-func£;ohs, which
Professor Friedman makes much over, bﬁt.it is quife likely that their-
_perhaps w¢ll-intended aétions will dhly aggravate an ﬁl:eady difficult
social condition. Actually, there is very little evidence to sustain
this point of wview, but I share Friedmén's scepticism about the social
engineering'aptitudes of ﬁost corporation executives.’;' “

© Finally, I find Professor FTiedman's ﬁillingness to confront:
the doctrine of social responsibility and ask that it measure up to.
reason quite refreshing. There is é sense in'which thé doctrine has
become a cult, a sacred cow, beyond question in the minds of its moét‘
vociferous defenders. TAttackingrit is almost a he£e£ical despoiling
of the temple. If'the:notion cannot be Qefended reasonably and
logiéally,.then it'des;rves to wither aw%y as effective business

philosophy.



- Where Professor Iricdman is Wrong

When one exsmines tne Friedman article“carefully,lit becomes
evident very qulckly that its quality of reasonlng and analysis is
not up to the characterlstlc sharpne s normally ass0¢1atcd W1th his
professional work. It contains errors of fact, errors of inter-
pretationl and errors of omigsion. ‘oome of these errors are shocklng,
ln view of the public status and confidence engoyed ln.recent years

by Professor Friedman. Especially is this true with respect to some

of the factual errors made, to which I now turn.

o} In more than one passage, Professor Friedman asserts that .‘

corporation managers are employees and agents of the owners. This

statement is true only in a very llmlted legal sense. It is trivially

true.. Operatlonally,‘ln the vast maJorlty (actually, probably all) of

l I

. the large corporatlons which are the subJect of Professor Frledmen s

' analy51s, the s1tuat10n is more nearly the other way around Corpo—

ration managers are employees of the owners" only in a very pecullar

way; actually, they are "the boss and all other partles in the company
A .

"work for” them. The owners, moreover, tend to be pa331ve participants,

with only the slightest contact with the day-to—day and year-to-year

_routlnes of the company théy own. The notlon that managers of today' sf

'typlcal large corporatlon ‘see themselves ln any 1mportent way that

- affects thelr maaor dec1s1ons as agents of the owners is pure flction

and a convenlent ratlonallzatlon It is dlfflcult to understand why

Professor Friedman would choose to empha51ze the de J ure relatlonshlp




'of manager to owner when he is fully cognizant that the. de facto

relationship is not only different but sufficicntly different to méhe
the former a myth.

€ Closely releted to this first error is another. We are told
that corporation stockholders can ”fire" their.managers if they are
not satisfied with their performance"«(”W1ll not the stockholders

fire him?") 1In tho great maJorlty of cases, thls is simply not true.

In very rare instanoes, di"sident stockholders have ousted entrenched

- management. But 1t isn't often done, or even attempted Shareholders

know the legal, organizational,. and flnanC1a1 dlsadvantages under whloh_

| they would wage such a strugnle lhey have other, more effectlve,

and more economical mcans of rotalldtlon -~ they can sell out, prov1ded-
the market condltlons are favorable To thls'latter kind of stock-
holder protest, management is qulte respon51ve '~ To the direct threat

of belng "fired," they are not. The long evolutlon 1n51de the corpo—

f-_ratlon which has separated ownershlp from control belles the entlre

notlon that the typlcal eorporation exeoutlve is fearful of finding

in his pay. envelope a pink dlscharge slip signed by the . collectlve body

SRR

of shareholders. On the contrary, it is the shareholders who, with
trepidation, open their dividend envelopes in fear that "their" managers

have not been generous enough in the quarterly declaration.

@ Is it really true that "Only people can have respon51blllt1es

Of'course, 1t isn't.. Corporatlons, as artlflclal persons' before the

_ law, have a whole host of legal respon51blllt1es They must pay taxes,

'malntaln thelr property 1n safe condltlon for their workers, pay thelr




. employees no -less than'the'legal minimum wage, not'engage in non-
competitive practices forbidden by the antitrust laws, and comply
with laws of c1ty, ‘county, state, and federal governments generally.
Moreover, many private business corporations assume major (though
informal) respons1b111ty for the welfare and general happiness of
their employees through various recreational programs, by providing
_pleasant and comfortable surroundings beyond the needs of increased
product1v1ty, and by constructing attractive bulldlngs and plants
" that add to the overall appearance of the eommunltles in whlch they
conduct bu51ness. By falllng to see or acknowledge these common |
practlces of many 1arge corporatlons, and by insisting on a very'
narrow, legallstlc concept of the corporation, Professor Frledman is
simply not prov1d1ng hlS readers with an accurate factual plcture of
" today's bus1ness _ Although he says that "A corporatlon is an artlflclal
t‘person and in thls sense may have artlflclal respon51blllt1es," he also
' 1ns1sts that‘“bu31ness as a whole cannot be sald to have responsi-
bilities, even in thisrvague séaée.ﬁ This is murky reasoning, at best.
At worst, it is just incorrect. ™ | . |

e Professor Frledman holds forth the p0351b111ty that corporation
: proflts and stock prlces are reduced by executive "actions in the name
of soclal responsibility." I know of no empirical evidence to support
“this contention Friedman cites none, most probably because there is
‘none avallable to him. Con51der the immense s1cn1f1cance such evidence
:'would have for stock market speculators, or for those who go to the
financial markets with d1v1dend Yields in mind.J 1 Professor Friedman

dirghew 8




'has such information, surely he would release it:in the trcader

interest of scuttllng once and for all the doctrlne of SOClal

responsrblllty 7
@ The reader rs‘alsc told thet corporation executives who
engage their companleslrn soc1ally respon51ble activities may have a
rude shock in store. 'Thc socrally over- zealous executlve w1ll flnd
that ”Hiscustomers and his employees can desert him for other producers
.and emplcyers less scrupulous im exercisiug their'social responsi;
'-bilitiesf" Agaln, there is no empirlcal ev1dence to Support such an
argument Both customers and employees may and do transfer their
purchases and Skllls to other companles, but no one has yet demonstratea
that such transfers result from corporate engagement in programs -
labelled socially respon51ble. Preponderant opinion, as opposed to
empirical fact, is justlthe opposite‘~~ that corporations.are more
likely to curry the fauor of customers.and employees by'identifying
the company's image with general attempt to improve the quality of
- 1life of the COmmunlty The current scramble of varlous companles to
‘.be consrdered sens1t1ve to the problems of env1ronmental pollutlon is
an lllustratlon But the hard truth is tﬁatwuelther side can support

*oldis p031t10n wrth dcmonstrable ev1dence ) Professor Frledman‘ln thls N

case is simply whlstllng in the.dark.

! R e m————— A A 4

" Errors of Interpretation:

The article.exhibits“several.errors of this kind, and I shall

T ¥,

mention some of them.
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.-K'A‘Necossary'Conflict?

EX S-S

el

3] In h1s attempt to define the socral respon51b111ty of a
ccloorate executlvc, as contra tod wmth h1s own personal responslolllty
es a member of soclcty, Profesuor Friedman states that "The cxecutlve

1

is exercising a dlStlﬂCb lal rcSponsrblllty, rather than serving
as an agent of the'stockholders or the customers or the employees,

only if he spends the money in a different way than they would have

spent it" (emphasis added). Or, in another passage, that soc1al

]

'resoonSLblllty must mean that he is to act in some way that is not in

" ‘the interest of hlS employers Let us grant Professor Frledman the

benefit of the ‘doubt and agree w1th him that confllcts of 1nterest can

arise between corporatlon managers and stockholders, managers and

workers, managers and customers, and that the manager s de01SLon to

engage in socially responS1ble corporate actlons may reduce leldend

" income and workers' wages and raise prices to customers (as noted above,

:there is no emplrlcal evidence that any of these thlngs actually happen).

But this hypothetlcal outcome is not the only one that could

'concelvably occur, What about those 1nstances when stockholders nay

agree with the soclally respons1ble actions of "their" managers (as

could concelvably occur when the body of stockholders belleved that

‘“the company should hlre and traln the long- term unemployed reszdents

of Black ghettos)? Or what about other 1nstances when consumers and

'managers might agree on the des1rablllty of engaglng in various socrally

' respon51ble act1v1t1es (as could concelvably ocecur upon approval of

“"'7.;7 SRk



g
lexpensive advertis ing cdwpa: ms almed atb alortlng the consumlnﬁ publlc.
to the‘problems and dangers of envrronmental pollutlon)? In such cases
where broad consensus is achlevcd between corporate managers and those
‘groups .whose money is being spent on socially responsible programs,
it doesn‘t reully matter which group spends the money . The economict‘
and 5001al impact would hypothetlcally be the same, whether the fundsl
are expended by the managerial cadre or the stockholders e

By omitting this hypothetical possibility‘of agreement'epd con? -
' sensus, Professor Frledman makes 1t appear as if s001ally respon31ble
actlons of corporatlon executlves are per se in conflict with the
economic. 1nterests of workers, stockholders, and consumersr But there
is no loglcal reason why this need be true, And ln‘omlttlng the other
pOSS1b111ty, Professor Friedman has misled his readers by prov1d1ng them

‘Wlth owly one of two possmble interpretatlons

~ Strange Subversion

© Perhaps the most seriously mlsleedlng lnterpretatlon contarned

e in the Frledman article deals with his charge that the doctrine of

soczal respon51b111ty, when acted upon by corporatlons, undermlnes
capltarlsm and leads ultimately to soclallsm and colLect1v1sm [ﬁh *hls >
| connectlon, it 1s probably best to overlook as an embarra351nﬂ blt of
.-'extremlsd:-or possrbly grandstandlng, Professor Fr;edman s comments

- that varlous social problems are nothlng but ”the catchWOrds of the

contemporary crop of reformers,' as well as h1s reference to'”the ;




intclleCtual-forc that have been undermlnlng the baszs of a free

s001ety these past dec adcs.' Pure Blrchlsm, these comments afe nelther

necessary to his argument nor characterlstlc of hlS style_/

‘The argumcnt concernlng collect1v1sm goes thls way. The socially
resoons;ble corporatlon brcomes a qua51 polltlcal 1nst1tutlon levying
quasi-taxes on stockhodezu, workers, and customers and maklng quasi

governmental expendlturcs on various social causes. This 51tuatlon is

tantamount to taxatlon 1mposod by private personS'(corporate executlves) g

'_1nstead of elected governmcnt off1c1als, the settlng of publlc expcndl-

'l.ture guldellnes by prlvate, non-elected offlcers instead of 01v1l

servants, and oceurs w1thout the benefits and safeguards prov1ded tax—"

. payers through the checks—and~balances system of government. These

procedures are similar to and will lead to collectivism because such a

view favors the allocation of resources b& a (quasi—) political mechanigm

- rather than by means'of the private market mechanism. Taken seriously, |

~ the social respon81b111ty doctrine would ”extend the scope of the

polltlcal mechanlsm to every human act1v1ty As,snch, it is a

- "fundamentally subvers1ve doctrlne. e * 37lﬂ_ fj;' ! sorg s 55 o X o

Two correctlve comments are in order. First the corporatlon 1s
a polltlcal“ 1nst1tutlon _though not a governmental one. The difference

is very important. Tne corporatlon is political in the sense that it

s a‘system of power, allocates power in a hierarchical manner, and has

mechanisms throuﬂh which various interest groups in the company accom-

modate to one another and medlate their respectlve dlfferences. Any

large scale organlzatlon is polltlcal" in this meaning of the word.
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.. But the corporation is’not'govérnméntal - it‘lécks the autho?ity and
organs of constituted governmental power, it operates in limited ways
to achieve;limited goals, it does not and 5annot act‘in the interest of
the "public at 1arge“ notAonly because it doesn't-possess the requisite

.
resources usually needed but because 1t has not been authorized to do

so, and 1t is a proflt seeking 1nst1tu£1on based on prlvate property.A

It is by no means governmental”_ln the sense 1@ which that term is |

4 normally_uged." b I i it |
in;;this reason;vgf cannot_be‘érgued thaﬁ ﬁri#&té'éorégraté

spending programs leédtdirectly into socialiém‘or_cqllectivism. The -

most that can be saidtig that, logically and hypothetically;‘fheyrm;ght

lead to a'form of'non-governmental collectivism -- a kind of all-embracing

corporate collectivé body. But quite obviously,'this is not what
Professor Friedman haé in mind. He _wants the reader to believe that
'-state, governmental 5001allsm w1ll be the end result -- that soc1a11zed
nat;onallzed property will replace private property But he has not made
“his case. All he has hypothetlcally demonstrated is that the political
processes by which power and resdurces are dlstrlbuted 1n51de the corpo—:
retion are similar in form to some of those same allocative processes
;'that.are operative in government. . Helhas not demonstrated that an
extensiop of the former will grow into the latter. Nor has he deﬁon—‘
strated (nor.even.faisedlas an issue) that the private political
allocative mechanism of the.corporation (through which socially respon-
sible executives make thelr de01510nsj is anything.other than a variant

of the market 1tself
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In fact Ithe corporation is an exten51on‘of the‘prlvate msrket |
mechanism. It may be polltlcal It is not governmental. Decisions
made through it are Erlvet decisions, taken 1n pursult of private
goals, 1nsp1red largely by the hope of gaining Erlvate profits for
distribution to Erivate owners and reinvested as Erivate‘capital.
Just how this private process leads necessarlly to 5001alism in the
governmental sense has yel to be explalneu

This-raising of the-specter of governmentel sociaiism and
collectivism as the loglcal outcome of corporate actlons undcrtdken

in the name of 3001al responsrblllty is, the movt shemeful and least

- defen31ble of all the 1nterpretative errors made by Profcssor Friedman.

But is this not mere qulbbllng over termlnology? If 1n fact

corporatlons act like Dovernment does 1t really matter that they aren't

: legltnmately authorlzed to act that wayV And lsn t thls the very danger_

. that Professor Frledman i8 p01nt1ng out to us?

Well, Professor Frledman can't have it both ways If he favors a
private allocatlve mechanlsm (the market) and if the collectlve corpo-

rate communlty is such a private mechanlsm (the current variant, or at

™

. least a portlon, of the market) then he has to be on the side of the

prlvate de01s1on makers, b P the corporatlons and thelr managers. But

- since he qulte clearly does not applaud publlc dec1szon maklng by prlvate
"_partles, he has no choice but to’ turn to government for those de0131ons

- that cannot or will not be made through the private market. But in_

doing 50, he abandons the merket which he prefers! Which will it be,
Professor Frledmsn -- the market whose very core is composed of the

collectlve corporate communlty that you envelgh agalnst, or the -




ke
government whose powers'you also suspectq You.say you prefer 1nstead
& simpler time when the competltlve model more nearly approached reallty7
Ah, so do we all' e
Suppose the choice would be government sponsored soc1al action
programs, in order to escape corporate take-over of legltlmate govern-

W .
ment functions. Would there be safeguards agalnst encroachment by the
wielders of prlvate corporate power, even lf government had to seek the
cooperation of the prlvate business communlty rn maklng such programs
effectlve2 Of course, there would be.‘ A great and apparently powerful

body of public oplnlon and public law, relnforced by Jud1c1al lnter-

pretations, stands as a bulwark between legltmmate governmental power

~and properly circumscrlbed private corporate power. FeW'people'today,.‘r

in or out of government favor total corporation tako -over of social-

action proarams, and all can observe the often reluctant and slugvlsh __'

" moods of prlvate corporatrons themselves in tackllng such problem areas

Indeed, lnstead of & creeplng corporate conSplracy to assume lccltlmate

V.governmental functlons, one sees just the opposmte" a hesitant

community of prlvate corporatlons, prodded by the law and publlc oplnlon

'to become 1nvolved in soc1al problems to a greater extent than their

inclinations or sk;lls rmpel them to,l_A strange kind of subversion,

indeed: .

,

"f“Rampant Exploitation

D A thlrd 1nterpretat1ve error is found in Professor Frledman g *

- comment that prlvate competltlve enterprlse ”forces people to be

"reSpon51ble for thelr own actions and makes it drfflcult for them to

1

o
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'exploit' other people for either selfish or unSoifish:purposes.”

The mind boggles attthis essettion when'it is‘consideted in the context

of Amerioan business history over the past century Was it so dlfflcult

to exp101t‘ch11d labor women workers, all factory workers prior to

the 1930's, black people generally as workers and consumers, consumers .
"

in a varlety of markets both before and after the passage of some of

the antl trust and consumer protection 1aws, and even other businessmen

‘themselves, espec1ally when the smaller ones were pltted against the -

'larger? The great ease with which bu81ness exploltatlon was accomplished

is a well known hallmark of the prlvate competltlve enterprlse system
in tate 19th‘century America. The partial abatement of these exploi-
tative tendencies intoﬁthe latterlpart of the EOth century has been
achieved, not by resort.to greatef doses of competitive private enter-.
prise, but by government regulation‘in_the form of enti—tfust laws,

safety standards, and government‘encouragement of competing power centers

" in labor, avriculture, and consumer groups. Call thls an attompt by

govcfnment to emulate Thn condltlons that w0uld normally be present in

a textbock model of compelition, if you will. But don't attribute thc'

result to "private competitive enterprise,” and don't maintain, as does

Professor Friedman, that during the freebooting period when private
enterprise was in its Foyeay and competition reigned supreme, naked

exploitation of others was difficult.. We must, after all, give Andrew

Carnegie and Commodore Vanderbilt their historic due. o

- Waiting for Godot

@ A fourth interpretation with which it is easy to disagree is
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I the Friedman contention that prompt, rapid actlon‘tolsolve soeial
fproblens through the private sector is less important than preserving ..
democratic principle.end achieving generel'consensus even thoughlthe
latter maylbe long in coming. Depending upon where one is located
in the sociel systeh, it is possible for some to be willing.and able
to wait for solutlons to be produced slowly ‘Sucn ) personlean even
resort to the elevated rhetoric of fUndamental pr1nc1ples, democracy,
consensus, ete., fauorlng these over lmmedlate_actlonf, All of this is
understandable, and we should allow Professor Frledman such privilege,
It is doubtful though, if corporatlons and the generel publlc can thus h
flddle whlle thelr Rome burns: = the alr thlckens, the streams choke,
radical rhetorlc is followed by homemade bombs, blacks revolt women
.rebel, youths protest, the city rots.
Apaln ‘Professor Friedman has recommended to us an archelc
institutional 1deel -- thls tlme, democracy --at a tlme end underz
rsoc1el c1rcumstences where new and dlfferent 1nst1tutlons have not only
'supplanted those older ones but where Stlll other are:now needed. .Atri
a time when even Establlshment Soholars quostlon the efflcdcy of plurallsm
in generatlng workable alternatlves for_todeyls soclal problems,'one
: marvels et this suggestion that we cling to “demoereoy,” even if in so.'
doing we suffer eollectlve sccial paraly31s.3 i
The mechlnery of olurallstlc eorsensus 1ncludes ‘the narrow vested
interests, the corrupt polltlclans, the slugglsh‘bureeueraoles of both
government and business, and the many other non-democratic elements of

politics as fought out at local, state, and federal levels. Professor

.




1

. Frledman s .defense-of these groups and practlces -- whose very actions

and values often block meaningful actlon to revolve social problcms --
has a hollow rlng when done in the name of . democratlc pr1nc1p1e What |
is 1n.thls case offered as ”democratlc” turns out to be nothlng other
than those 1nterests who find themselves threatened by prospectlve

change. Is it proper under these C1rcumstances, that 5001ety should i

‘work to preServe thc machlnery of assent when that machlnery seems

capable of producrng nothlng but vetoes?

leen the oft cated paraly51s of liberal government as 1t faces
: 1
today's soc1al crises, some frultful new pathways of cooperatlon

.between publlc and prlvate sectors may be the only meens of meetlng

: those socral challenges As the smoke tralls into. the sky from the‘_
_burnrng c1ty, should we cllng, w1th Professor Frledman, ‘to the plura--u
:rllstlc deadlock arrrved at ”democratrcally”” Or should we push along,”

;Tln charaoterlstlcally pragmatlc Amerlcan fashlon, to flnd workable

AV solutlons, even though they may fall short of an abstract and now

.'somewhat susPect 1deal?

. Business Loves Coercion

A

(i) Ah, if the WOrld were Just as slmple and neatly categorlzed

 as Professor Frledman belleves it to be. Now he tells us that "The
- “politlcal prlnc1ple that underlles the market mechanism is unanimity,”
" while "The polltlcal prlnclple that underlies the polltlcal mechanism

1'1s conformlty Market decrsmons are voluntary Polltlcal decrslons

are coercive. Has a nice ring, doesn't it? Unfortunately for his

argument, such 51mple, ldeal stereotypes of both the market and government

LI
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-1and the lmaglned actlons they 1nduce have no real or actual ex1stence
:-To the extent that bualnFSS history may be brought to bear upon the
.questlon, the- op0051te conclusron seems to be true Many hu51nessmen
wno have operated in hlghly competltive markets have learned to their
haerln how powerfully coerclve and unyleldlng the market can indeed -
¢

'-be.- In a perfectly Competltlve market there 1s no recourse beyond

: tht prevalllng market prlce ,You.meet'lt or‘perish,erhis_is conformity

. with a vengeance o3
| On the other hand lAmerlcan bu51ness hlstory is studded w1th
‘instances of bu31nessmen voluntarlly flocking to government to achleve o
varlous economrc pr1v1leges and beneflts (capltal for 1nvestment tax
diwrlte offs, cash sub31d1es, favorable regulations, etc j'not‘attainable.

through the market mechanlsm Careful hlstorlcal research now estab-
:‘lishes the w1despread support among important busrnessmen at the tlme
>'”‘for the Clayton (Ant1 trust) Act, the Federal Trade Comm1551on the

~ Federal Reserve System, and other bus1ness regulatory acts fbrmerly and .

| popularly thought to have been opposed by bu51ness 1nterests per se. 22 _:f

" Professor Frledman 5 notlon of all governmental actlons as 1nstances of :

© coerced conformlty simply is not borne out by these and 51m11ar cases

taken from the hlstory of Amerlcan bu31ness.

_TReal Problems or Mere Catchwords?

G@ There are a number of other errors of 1nterpretatlon commrtted -i:

v

..--5

by Professor Frledman Wthh could also be mentloned but these are 'Z
, perhaps less 1mportant than those already treated He errs by over-

simpllfylng when malntalnlng that ”Soclety 1s a collectlon of indrvrduals '
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| and of the various groups they voluntquly form h-;'booouSr‘socioty :
is more thsn Just poople and bccau;o Jnvo]untory oohnal prouanr( aro'
also a part of society. And it is dechu1t to believe that a man
whose profe351onal economic advice 1s sought by Presrdents and Presi-
:dentlal asplrants actually believes that such societal problems as
unemployment, dlscrlmlnatlon, and pollutlon are llttle more than the
catchwords of the contemporary crop of reformers That 8 what he

says, but 1t is stlll difficult to belleve that he means lt Perhaps"

it is only a Friedmanian put-on. If not then he errs agaln

: A "Benign Neglect" of Central Issues?

Whet is 1t thab Professor Friedman nas left out of his disoussroh
that is germahe to theicontroversy? Five fundameufal omissions can be
identified. By not trsatlng these pornts,-or even suggesting to hlS

. readers that such matters are a part of the entlre questlon, Professorlrr"
 Friedman commits what most scholars would con51der an unpardonable and
.hlghly 1rrespon51ble act, not really worthy of one W1th such otherW1sel:r'

‘1mpeccab1e academlc cregdentials and reputat1on.

€® He ignores the role that private business has played in

brincing on some of today's social problems. A number of leadlng corpo—

ratlon executlves now freely admlt that bu31ness has 1ndeed been one of
the partles partly respon51ble for such condltlons as widespread
environmental pollutwon ra01al dlscrlmlnatlon in hlrlng, and lax safety
standards in varlous consumer products In the face of a rlslng tide |

of publlc oplnlon agalnst pflvate hu51ness for belng 1nvolved in such
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' abuses and shortcomlngs, how is 1t possible for one to maintain with
" such unconcerned equanlmlty that the sole responszblllty of prlvate
-bu51nessmen is %o tend thclr own profltable gardens, w1th no concern
. as bu31nessmen for the quallty of llfe around them? If the pursult of

profits has been partly responsible for our present social condltlon,

are we 31mply to press on for more proflts as a way out of present

| dlfflcultles°

O Professor Friedman also ignores the simple fact that much

of the talent and many'of the skills needed to be marshalled for an

attack on society's problemsllie within the private corporation. No

one would WlSh to argue that all such skills are there, or that all
'.persons in the. corporatlon have such skllls.. But 1t would e foolhardyf
-to 1cnore the vast pool.of human talent and sc1ent1f1c resources and - “
know-how that are avallable within the corporate sector of" the soclety
Presently they are not foeused on the solutlon of SOClal problems, and
perhaps they never w1ll be. But. 1t is not llkely that suoh vast
‘societal concerns and upheavals as we are w1tness to today will yleld

solutions w1thout 31gn1flcant 1nvolvement of the prlvate sector in one

" way or another.

@ 0ddly enough, Professor Friedman -- that sturdy advocate of

the private enterpriee system -=~fails to tell his readers just why it

_ ‘ S
is important for businessmen to pursue profits as their sole aim and

resoonsibility To what rationale does he appeal? But, you may say,

that is a self-ev1dent matter and therefore 1t is not essential that he
 discuss it. Perhaps. - Another explanation, though, might be that that

traditional rationale -- profit as sole or'central’motivator, profit as

B e
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reward for soc1ally productlve act1v1ty, profit as futurc payment for
present sacrlflce - constltutes S0 lncomplete and lnadequate an
explanatlon of buSanSS behavior that even its most staunch ldeologlcal

cofenders hesitate to put it forward unfllnchlngly It is an odd omission.

I

) Closely related to that failure is another. There is no

acknowledgement of the social character of the business corporation.

Students'have long recognized the economic role of the corporation --

as producer, capltal accumulator, lnvestor, dlstrlbutor, employer, seller,‘
suppller. What is ‘now evrdentlj:.and omltted completely in Professor
Friedman's account -~ is that the bu51ness corporatlon is preeminently
"a broad social 1nst1tutlon, also. All of lts.acts have social conse-
.quences‘-e from production to pollution ‘Its routines effectively shape
the soclal llves and many of the attltudts of its employees Its

products and services become its customers standard of llVlng VIts

dec151ons to expand or contract, stay or move away, 1nnovate or stag-

lnate, dlrectly and V1tally 1nfluence the lives of all members of ‘the i

| community in which 1t resrdes and does business. Governments at all-
levels depend upon 1t for revenues, the arts thrlve or not as corpo--
_-rate gifts ebb and flow, schools and unlversities base thelr continued
elforts to achleve excellence on the gener031ty of thelr corporate donors
l-What lS not made clear by Professor Friedman -- most llkely because it
cannot be made clear on loglcal grounds -~ is why we should lmaglne the_

corporatlon 5 economlc functlons to be elther superlor to or separable

from ltS soclal funotlons
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7 Nowhere in the article does Professor Prledman offer clear

gpproaches to pre351ng social probloms As noted earller, in certain

places he even seems to doubt that there are such problems, although

thls posture can perhsps be leml sod as a tr1v1al error 1nduced by

" styllstlc expr0551on But one concludes the artlcle wonderlng Just

ﬂwhere he has left us, as we contemplate the burﬂeonlng llst of soc1al

problems About all we know is that he believes that bu51nessmen are -

about to commit sulclde by downgradlng the proflt motlve and embra01ng

..;the notlon of soc1al responsxblllty What we don t know is: Where.doese'
that leave us w1th respect to the 5001al problems themselves? That
'Nafter all, is the pressure that brought 5001al respons1blllty as a
doctrine to the fore Does Professor Frledman have an alternatlve,

‘ especmally one that is workably effectlve 1n the economlc, SOClal and

polltlcal condltlons of our t1mes9
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