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When I hea r business men speak eloquent ly abo ut the "soc ial respo nsibilitie s of business in a free-ent erpri se 
sys tem," I am reminded of the wo nderful line abo ut the Frenchman who discove red at the age of 70 that he 
had been speakin g pro se a ll his life. The business men be lieve that they are defending free enterpri se when 
they dec laim that business is not co ncerned "mer e ly" with profit but also w ith promot ing des irabl e "soc ial" 
ends; that business has a "soc ial conscie nce" and tak es serious ly its responsibiliti es for prov iding em­
ployment , elimin ating discriminati on, avoid ing polluti on and whatever e lse may be the catchwords of the 
contemporary crop of reformer s. In fact they are-or wo uld be if the y or anyo ne else took them seriously­
pr eac hin g pur e and unadu lterated soc ialis m . Business men who talk this way are unwittin g pupp ets of the 
inte llectual fo rces that have been underminin g the ba sis of a free soc iety thes e past decade s. 

The discussio ns of the "social respons ibiliti es of business " are notabl e for the ir analytica l looseness and lack 
of rigo r. What does it mean to say that "busine ss " has responsibi lities? Onl y people can have 
responsibilitie s. A corporation is an artific ial per son and in thi s sense may have artificial responsibiliti es, 
but "business" as a who le cannot be sa id to have respo nsibilitie s, eve n in this vague sense. The first step 
tow ard c larity in exa minin g the doctrin e of the soc ia l respons ibility of busines s is to ask prec ise ly w hat it 
implie s for whom. 

Presumabl y, the individua ls who are to be responsible are business men , which means indi v idual proprietors 
or corporate executives. Mo st of the di scuss ion of social respon sibility is dir ected at corporat ions, so in 
what fo llows 1 sha ll mo stly neg lect the individual propri eto rs and speak of co rporate executives. 

In a free-enterprise , privat e-prope1iy system , a co rporate executive is an emp loyee of the ow ner s of the 
business . He has direct respon sibilit y to his emp loyers . That responsibility is to co nduct the busine ss in 
accordance w ith their des ires, which genera lly will be to make as much money as poss ib le wh ile con­
fo rmin g to the basic rules of the soc iety, both those embod ied in law and those emb odied in ethical custom. 
Of course, in some cases his emplo ye rs may have a differ ent object ive. A group of persons might establi sh a 
corp ora tion for an e leemosynary purp ose- for examp le, a hosp ital or a schoo l. The manage r of such a 
co rporation w ill not have money profit as his object ive but the rendering of ce rtain servic es. 

In e ither case, the key po int is that , in his capac ity as a corporate execut ive, the mana ge r is the agent of the 
individ ua ls who own the corporation or estab lish the e leemosy nar y institution , and his prima ry 
respon sibilit y is to them. 

N eedless to say, th is does not mean that it is easy to jud ge how we ll he is perfor min g his task. But a t least 
the crite rion of performan ce is strai ghtforwa rd, and the persons among whom a vo luntary co ntractu a l 
arran gement exi sts are c lea rly defi ned. 

Of co urse, the corpora te exec utive is also a person in his ow n right. As a person , he may have many other 
respo nsibi lities that he recogni zes or ass umes vo luntarily- to his fam ily, hi s co nscie nce, his fee lings of 
charity, his church, his c lubs, his c ity, his country. He ma}. fee l imp elled by these respo nsibilit ies to devote 
part of his income to causes he regards as wo rthy, to refuse to wo rk for parti cular corpora tions, eve n to 
leave his j ob, for exa mpl e, to j oin his cou ntry's armed forces . Ifwe wish , we may refe r to some of these 
respo nsibiliti es as "soc ia l responsib ilities. " But in these respects he is acting as a pr inc ipal, not an agent; he 
is spendin g his own money or time or energy , not the money of his emplo yers or the time or energy he has 
cont racted to devo te to the ir purpo ses. If these are "soc ia l respons ibili ties," they are the soc ia l 
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res pon sibilitie s of individuals, not of business. 

What does it mean to say that the co rporate exec utive has a "soc ia l respons ibility" in his capac ity as 
bus iness man? If thi s statement is not pure rhetoric , it mu st mean that he is to act in some way that is not in 
the interest of hi s employe rs. For examp le, that he is to refrain from increas ing the price of the product in 
order to contribut e to the soc ial obj ec tive of preve nting inflation , even thoug h a price in crease wo uld be in 
the best intere sts of the co rporat ion. Or that he is to make expenditures on reduc ing po llution beyo nd the 
amou nt that is in the best interests of the corporat ion or that is required by law in order to co ntr ibute to the 
soc ia l objective of improvin g the env iron ment. Or that , at the expe nse of corpo rate profit s, he is to hire 
"hardcore" unemp loye d instead of better qualified avai lable workmen to contri bute to the soc ial object ive of 
red uc ing pove rty. 

In eac h of these cases , the corporate executive wo uld be spe ndin g someone e lse's money for a general social 
interest. Insofa r as his actions in acco rd w ith his "social respo nsibilit y" reduce return s to stockholder s, he is 
spendin g their mone y . Insofar as his action s raise the price to customers, he is spen din g the custo mers' 
money. Insofa r as his actions lowe r the wages of some employees , he is spendin g the ir money. 

The stockh o lders o r the custo mer s or the emplo yees could separate ly spend their own money on the 
particular action if they wished to do so. The exec utive is exerc ising a distinct "social respo nsibility ," rather 
than serv ing as an age nt of the stock ho lders or the customers or the employees, only if he spend s the mone y 
in a different way than they wou ld have spen t it. 

But if he does this , he is in effect imposing taxes, on the one hand, and deciding how the tax proc eeds shall 
be spent, on the other. 

Thi s pro cess rai ses political question s on two leve ls: principle and conseq uences. On the leve l of political 
principl e, the impos ition of tax es and the expend iture of tax proceed s are gove rnmental functions. We have 
es tabli shed elaborate constitutional , parliamentary and judicial provi sions to control these function s, to 
ass ure that taxes are imposed so far as poss ible in accordance w ith the preferences and desires of the 
public - after a ll, "taxation with out represe ntatio n" was one of the batt le cries of the Ameri can Revolution. 
We have a system of checks and balances to separate the leg islative funct ion of impo sing taxes and enacti ng 
expenditur es from the exec utive function of co llect ing taxes and admi nistering expe nditur e pro grams and 
fro m the judicial function of mediatin g dispute s and interpre ting the law. 

Here th e businessman-se lf-se lected or appoint ed directly or indire ct ly by stockh o lders-i s to be 
simultan eously leg islator, execu tive and, juri st. He is to dec ide whom to tax by how much and for what 
purpo se, and he is to spend the proceeds -a ll thi s guided only by genera l exhortations from on hig h to 
restrai n inflatio n, improve the environment , fight pove1ty and so on and on. 

The whole ju stifica tion for permittin g the corporate exec ut ive to be se lected by the stockho lders is that the 
exe cutive is an agent se rving the intere sts of his princip al. This ju stification disappe ars when the corporate 
exec utive impo ses taxes and spends the proc eeds for "soc ial" purpos es . He beco mes in effect a public 
employee, a c ivil servant, even thou gh he remains in nam e an emplo yee of a private enterpri se. On grounds 
of po litica l principle , it is intolerab le that such c ivil servants- insofar as their actio ns in the name of soc ial 
responsibilit y are rea l and not ju st wind ow- dress ing-s hou ld be se lecte d as they are now. If they are to be 
c ivil servants, then they mu st be e lec ted throu gh a politi ca l proc ess. If they are to impose taxes and make 
expenditur es to foster "soc ial" obj ect ives , then po litica l machin ery mu st be set up to mak e the assess ment of 
taxes and to dete rmin e throu gh a politi ca l proce ss the objectives to be se rved . 

This is the bas ic reaso n why the doctrin e of "soc ial respon sibility" involves the acce ptan ce of the socia list 
view that po litica l mec hanisms, not market mechanisms, are the appropriate way to determine the a lloca tion 
of scarce reso urces to a lternative uses. 
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On the gro unds of consequences , can the corp orate exec utive in fact discharge his alleged "social 
res pons ibilitie s? " On the other hand, suppose he cou ld get aw ay w ith spendin g the stockho lders' or 
customers ' or emplo yees ' money. Ho w is he to know how to spend it? He is told that he must contribut e to 
fighting inflation. How is he to know what action of his will co ntribut e to that end? He is pres umabl y an 
expert in runnin g his company- in produ cing a product or se lling it or financing it. But nothin g about his 
se lect ion mak es him an expert on infl ation. Will his hold ing down the price of his prod uct red uce infla­
tionary press ure? Or, by leav ing more spendin g powe r in the hands of his customers , simply divert it 
elsew here? Or, by fo rc ing him to produc e less beca use of the lowe r price , will it simply contribu te to 
shortages? Even if he could answer these questions, how much cos t is he ju stified in impos ing on his 
stockho lders, customers and employ ees for this social purpo se? What is his appropriate share and what is 
the app ropriate share of others? 

And , whether he wants to or not, can he ge t away with spendin g his stockh older s', customers' or employees ' 
money? Will not the stoc kho lde rs fire him? (E ither the prese nt ones or those who take ov er when his ac tions 
in the name of soc ial res ponsibility have reduced the corp oration's profit s and the price of its stoc k.) Hi s 
custom ers and his employe es can dese rt him for other producers and empl oye rs less scrupul ous in 
exerci sing their soc ia l res ponsibiliti es. 

This face t of "soc ia l res ponsibilit y" doc trine is brought into sharp re lief when the doctrine is used to ju st ify 
wage restra int by trad e union s. The confl ict of interest is naked and clear when union offic ia ls are as ked to 
subordin ate the inter est of their memb ers to some more general purp os e. If the union offici a ls try to enfo rce 
wa ge restraint , the con sequ ence is likely to be w ildcat strik es, rank- and -file revo lts and the emerge nce of 
stron g co mpetitors for their job s. We thu s have the ironic phenomenon that union leaders-a t least in the 
U .S.- have objec ted to Gove rnment interfer ence with the market far more consistent ly and courageously 
than have business leaders. 

The diffi culty of exe rc ising "soc ia l respo nsibili ty" illustrat es, of course, the grea t virtue of priva te 
co mpetitive enterpri se- it forc es people to be responsible fo r their own actions and makes it diffi cult for 
them to "exploit" other people for either selfish or unse lfish purp oses. They can do good-bu t only at the ir 
ow n expense. 

Many a reader who has fo llowe d the argument thi s fa r may be tempted to remonstrate that it is a ll we ll and 
good to speak of Go vernm ent' s havin g the respon sibility to impo se taxes and determin e expenditure s for 
such "soc ia l" purp oses as controllin g po llution or trainin g the hard-co re unemploye d, but that the probl ems 
are too urgent to wa it on the slow co urse of po litic al processes, that the exe rc ise of soc ial responsibility by 
bus inessmen is a qui cke r and surer way to solve press ing current pro blems. 

Aside from the qu estion of fac t- I share Ada m Smith's skeptic ism about the benefit s that can be expected 
from "those who affected to trade for the public goo d"- this argument must be reje cted on ground s of 
prin ciple. What it amount s to is an asse rtion that those who favo r the taxes and expenditur es in question 
have fa iled to pers uade a maj ority of their fe llow citizens to be of I ike mind and that they are see king to 
atta in by undemocrat ic procedur es what they cannot attain by democratic proce dures. In a free soc iety, it is 
hard for "ev il" peopl e to do "ev il," esp ecia lly since one man's good is another's ev il. 

I have, fo r simpli c ity, concentrated on the spec ia l case of the corpora te exec utive , excep t only for the brief 
d igress ion on trade unions. But prec ise ly the same argument appli es to the newe r phenomenon of ca lling 
upon stockholders to requir e corpora tions to exe rcise soc ia l respo nsibility (the recen t G.M crusade for 
exa mple). In most of these cases, what is in effect invo lved is some stoc kho lders try ing to get other 
stock holders (or customers or empl oyees) to contribute aga inst their w ill to "soc ia l" causes favo red by the 
act ivists . Insofa r as they succee d, they are aga in impos ing taxes and spendin g the procee ds. 

T he situation of the indiv idua l proprietor is so mew hat diffe rent. If he ac ts to red uce the returns of his 
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enterpri se in order to exe rcise his "soc ia l respo nsibility ," he is spend ing his ow n money, not someo ne e lse's. 
If he wishes to spend his money on such pu rposes , that is his right, and I cannot see that there is any ob­
j ect ion to his doing so. In the process , he, too, may impose cos ts on empl oyees and custo mers. However, 
beca use he is far less like ly than a large corpora tion or union to have monopo listic powe r, any such side 
effects w ill tend to be min or. 

Of co urse, in pract ice the doc trin e of soc ial responsibility is frequent ly a c loa k for ac tions that are ju st ified 
on other gro und s rather than a reaso n fo r those actions. 

To illustrate, it ma y we ll be in the long run interes t of a corpora tion that is a maj or emp loye r in a small 
co mmunit y to devo te reso urces to prov iding am enities to that communit y or to imp rov ing its gove rnm ent. 
Th at may make it eas ier to attra ct des irab le empl oyees, it may redu ce the wage bill or lesse n losses from 
pil ferage and sabot age or have other wo rthwhil e effects. Or it may be that, g ive n the laws about the 
dedu ctibilit y of co rporate charitable co ntributi ons, the stockholde rs can co ntribut e more to charit ies they 
favo r by hav ing the co rpo ration make the gift than by doing it themse lves, s ince they can in that way 
co ntribut e an amount that wo uld otherw ise have been paid as corp orate taxes. 

In eac h of these-a nd many similar-cases, there is a stro ng tempt ation to rat iona lize these act ions as an 
exe rc ise of "soc ial responsibility. " In the prese nt c limate of op inion, w ith its w ide spread ave rsion to 
"cap ita lism," "profit s," the "soulless co rpora tion" and so on, this is one way for a co rpora tion to generate 
goodw ill as a by-product of ex penditur es that are enti re ly j ustified in its ow n se lf-int erest. 

It wo uld be inco ns istent of me to ca ll on corpora te exec utives to refrain from thi s hypoc ritica l w indow­
dress ing beca use it harms the fo und at ions of a free soc iety . Th at wo uld be to ca ll on them to exe rc ise a 
"soc ia l responsibi I ity" ! If our inst itutions, and the attitudes of the pub lic make it in their se lf-interes t to 
c loa k the ir act ions in this way, I cannot summ on much ind ignati on to denounce them. At the same time, I 
can ex press admir ation fo r those indi vidua l propri etors or ow ners of c lose ly he ld co rpora t ions o r 
stoc kholders of more broad ly he ld corpora tions who disda in such tactic s as appro achin g fraud. 

Whether blamewo rthy or not, the use of the cloak of soc ial respo nsibility, and the nonsense spoke n in its 
name by influentia l and prest ig ious bus iness men, does c lea rly harm the found at ions of a free soc iety . I have 
been impresse d tim e and aga in by the sc hizophrenic charac ter of many business men. They are capable of 
be ing extremely farsighted and clea rheaded in matters that are internal to their businesses. They are 
incred ib ly shorts ighted and mudd leheaded in matte rs that are outs ide the ir businesses but affec t the poss ible 
surviva l of business in ge nera l. This sho rts ightedness is strikin gly exe mplifi ed in the ca lls from ma ny 
bus iness men for wage and price guidelin es or co ntro ls or inco me po lic ies . T here is nothin g that co uld do 
more in a brief period to destroy a market sys tem and rep lace it by a centrally co ntro lled sys tem than 
effect ive gove rnm enta l co ntro l of prices and wages. 

The shortsighted ness is a lso exe mplifi ed in speec hes by business men on soc ia l respo nsibility. This may 
ga in them kud os in the short run . But it he lps to streng then the a lready too preva lent view that the pursu it of 
profit s is wicke d and imm ora l and must be curbed and co ntro lled by exte rna l forces. Once thi s v iew is 
ado pted, the externa l forces that curb the market w ill not be the soc ia l consc iences, however highly 
deve loped , of the po ntificat ing exec utives; it w ill be the iron fis t of Gove rnm ent burea ucra ts. Here, as w ith 
price and wage co nt rols, business men see m to me to revea l a suic ida l impulse. 

The po litica l pr inc iple that underlies the marke t mec hanism is unanimi ty . In an idea l free marke t res ting on 
private prope rty, no individua l can coe rce any other, all coopera tion is vo luntary, a ll parties to such 
coopera tion benefit or they need not part ic ipa te . Th ere are no va lues, no "soc ia l" respo nsibilities in any 
sense other than the shared values and respo ns ibilit ies of ind ividuals. Soc iety is a co llectio n of individuals 
and of the various gro ups they vo luntari ly for m. 
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The political pr inciple that underlie s the political mechani sm is conform ity. The individ ual must serve a 
more genera l soc ial interest-whether that be determ ined by a church or a dictator or a majority. The 
individua l may have a vote and say in what is to be done , but if he is overru led, he must conform. It is 
approp riate for some to requir e others to contribut e to a genera l socia l purpos e whe ther they wish to or not. 

Unfortunately , unanimity is not always feasible. There are some respects in wh ich conform ity appears 
unavoidab le, so I do not see how one can avoid the use of the political mechanism altoget her. 

But the doctrine of "social responsibility" taken ser ious ly would exte nd the scope of the po litica l 
mechanism to every hum an activ ity. It does not diff er in philosophy from the most exp lic itly co llectiv ist 
doctrine. It differs on ly by professing to believe that co llectiv ist ends can be atta ined without co llectiv ist 
mean s. That is why, in my book Capitalism and Freedom , I have ca lled it a "fundamentally subvers ive 
doctrine" in a free soc iety , and have sa id that in such a soc iety, "there is one and on ly one soc ia l 
respon s ibility of business- to use it resources and engage in activ ities designed to increase its profit s so long 
as it stays w ithin the rules of the game, whic h is to say, engages in open and free competit ion w ithout 
decept ion or fraud." 
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