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Is Philanthropy a Smokescreen?

By Wayne Visser

"I believe it is my duty to make money and still more money and to use the money I make
for the good of my fellow man, according to the dictates of my conscience.” —John D.
Rockefeller Sr.

The Rockefeller story is a good one to introduce the Age of Philanthropy, not only because of John
D.’s iconic status as a tycoon and philanthropist, but also because his life and views on charity
embody much of the philanthropic attitudes that still prevail today in business. At the heart of the
Age - and its chief agent, Charitable CSR - is the notion of giving back to society. Rather
interestingly, this presupposes that you have taken something away in the first place. Charitable
CSR embodies the principle of sharing the fruits of success, irrespective of the path taken to achieve
that success. It is the idea of post-wealth generosity, of making lots of money first and then
dedicating oneself to the task of how best to distribute those riches, by way of leaving a legacy.

In 1970, the respected US economist Milton Friedman published an article in the New York Times
Magazine (13 September) entitled ‘The Social Responsibility of Business is to Increase Profits’. In it,
he called the ‘doctrine of social responsibility’ a ‘fundamentally subversive doctrine in a free society’
and argued that ‘there is one and only one social responsibility of business - to use its resources
and engage in activities designed to increase its profits, so long as it stays within the rules of the
game, which is to say, engages in open and free competition without deception or fraud’. As such,
he came to define one end of the spectrum of opinion on CSR: the purist, stockholder (or
shareholder) view, a view which was once again given an airing in the Wall Street Journals’ ‘The
Case Against Corporate Social Responsibility’ article on 23 August 2010. Despite his hard-line view,
Friedman does allow some concessions, saying:

“It may well be in the long run interest of a corporation that is a major employer in a small
community to devote resources to providing amenities to that community or to improving its
government. That may make it easier to attract desirable employees, it may reduce the wage
bill or lessen losses from pilferage and sabotage or have other worthwhile effects. Or it may
be that, given the laws about the deductibility of corporate charitable contributions, the
stockholders can contribute more to charities they favour by having the corporation make the
gift than by doing it themselves, since they can in that way contribute an amount that would
otherwise have been paid as corporate taxes.”

Although Friedman calls this *hypocritical window-dressing” when done under ‘the cloak of social
responsibility’, he concedes that these practices may be justified if they contribute to shareholders’
interests. Hence, he is setting out an early version of what today is more popularly called ‘strategic
philanthropy’ - the practice of social responsibility only when it is aligned with corporate profitability.
Three decades later, academics Michael Porter and Michael Kramer have given this concept more
structure and credibility — and with considerably less malice directed towards CSR. In their 2002
Harvard Business Review article, ‘The Competitive Advantage of Corporate Philanthropy’, Porter and
Kramer argue that:

“Increasingly, philanthropy is used as a form of public relations or advertising, promoting a
company’s image through high-profile sponsorships. But there is a more truly strategic way
to think about philanthropy. Corporations can use their charitable efforts to improve their
competitive context - the quality of the business environment in the locations where they
operate. Using philanthropy to enhance competitive context aligns social and economic goals
and improves a company’s long-term business prospects. Addressing context enables a
company not only to give money but also leverage its capabilities and relationships in support
of charitable causes.”
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Without a doubt, strategic philanthropy represents an evolution of more ad-hoc approaches to
charity, and there will always be a place for philanthropy in responding to the most urgent and
desperate unmet needs of society. Even so, we have to question the appropriateness and
effectiveness of philanthropy in addressing the root causes of our biggest global challenges, which
have more to do with the Achilles heel of Western capitalism itself, namely the environmentally
unsustainable and socially inequitable growth and lifestyles that it spawns. How, for example, does
so-called ‘philanthrocapitalism’ address the Western consumption, production and trade practices
that are wreaking havoc with the world’s ecosystems and many of the world’s poorest communities?
By and large, it doesn't.

I believe ‘giving back’ after the fact is just a smokescreen, notwithstanding the generosity that it
shows and the benefits that result. Would you agree?
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