Corporate environmental responsibility
Joe DesJardins

Journal
pg. 825

of Business Ethics; Jun 1998; 17, 8; Research Library

Corporate Environmental
R esponsibility

Joe DesJardins

ABSTRACT. This paper offers directions for the
continuing dialogue between business ethicists and
environmental philosophers. I argue that a theory of
corporate social responsibility must be consistent with,
if not derived from, a model of sustainable economics
rather than the prevailing neoclassical model of market
economics. | use environmental examples to critique
both classical and neoclassical models of corporate
social responsibility and sketch the alternative model
of sustainable development. After describing some
implications of this model at the level of individual
firms and industries, I offer an ethical justification of
the sustainability alternative that is derived from
the same values that underlie traditional market
€CONOMmICS.

This paper offers directions for the continuing
dialogue between business ethicists and environ-
mental philosophers. I hope to focus that
conversation onto a topic that is critical to each
field: corporate social responsibility in the age
of sustainable economics. While a longer-range
challenge is to work out the specific cthical
implications that a shift to sustainable economics
would have for individual firms and industries,
this paper is more programmatic. Here, I seek
only to lay the conceptual groundwork for such
a project and suggest directions for future work.

An adequate account of corporate environ-
mental responsibility should do two things: it
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should address the entire range of environmental
and ecological issues affected by business deci-
sions in a way that might actually turn the tide
of environmental and ecological deterioration;
and it should be capable of influencing business
policy. It seems to me that much of the work
done by business ethicists to date fails the first
criterion; much work done by environmental
ethicists fails on the second.

A brief consideration of the present economic,
population and ecological realities suggests the
importance of integrating these fields. Consider
three relevant facts. First, a significant percentage
of the world’s population live at or below a
minimal level of subsistence. One quarter of the
world’s population live in industrialized countries
and they consume 80 percent of the world’s
goods. To meet just the simple needs and
minimum demands of the other 75 percent of
the world’s population, significant economic
activity is necessary over the next few decades.
One estimate holds that a fivefold increase in
energy use and a five-to-tenfold increase in
economic activity would be required over the
next 50 years to bring the standards of living for
the present population of developing countries
into line with that of people in the industrialized
world.'

Second, even conservative estimates suggest
that during these fifty years world population will
double, bringing the total world population to
over eleven billion people.” Thus, economic
activity needs to increase minimally by ten-to-
twentyfold to bring the standard of living of the
actual world population in fifty years into line
with that enjoyed by people in the industrial-
ized present.’

Finally, we must recognize that the only source
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for this economic activity, ultimately, are the
natural resources of the planet. The threc
standard factors of production — natural resources,
capital, and labor — all derive from the produc-
tive capacity of the earth. In simple terms, raw
material, cnergy, and food are the essential
elements of all economic activity. Yet, the pro-
ductive capacity of the earth is already under
significant stress. For example, one esumate
suggests that if the world’s population in forty
years consumed nonrenewable mineral and petro-
leum resources at current U.S. rates, these
resources would last fewer than 10 vears.*

These three factors — deep world-wide
poverty, increasing population growth, and
limited resources within an already threatened
ecosphere — raise a serious economic and moral
dilemma. Significant economic activity will be
necessary to meet the basic needs of an increasing
human population, yet economic growth itselt
is responsible for much of the environmental
degradation which already jeopardizes the possi-
bility of meeting even present needs. It would
seem that continued economic growth alone will
not resolve this dilemma.

Nevertheless, much of the work being done
by business ethicists continues to operate within
the paradigm of neo-classical economics. For the
most part, corporate social responsibility 1s
derived from the role that business plays within
a demand-driven economic system. Most main-
stream views on corporate social responsibility
hold that responsible business activity flows from
the nature of the economic system in which
business operates. On this view, firms and indus-
tries are society’s tools for attaining the ethical
goals of a market-driven economy; namely, the
satisfaction of those social demands that get
expressed in the market.

Since economic growth is an assumed good
within this economic system, standard views of
corporate social responsibility implicitly presup-
pose the moral legitimacy of economic growth.
For example, the classical model of corporate
social responsibility argues that economic effi-
ciency and obedience to the law is sufficient for
satistying responsibility.
models argue that once minimal moral con-
straints are met, economic efficiency should

moral Neoclassical

remain the primary measure of the social respon-
sibility of business.

In contrast, if any consensus has emerged
among environmental philosophers, it is that
unrestrained markets and economic growth are
ecologically and ethically deficient. Economic
sustainability, in which a qualitative under-
standing of “development” replaces the more
quantitative conception of “growth,” provides a
more acceptable economic vision according to
many environmental philosophers. Economic
growth, and the unrestricted consumer demand
that drives it, is, on this view, a primary cause
of environmental and ecological deterioration. At
present, it seems incapable of meeting the basic
needs of billions of people and, given continued
population growth, continued reliance on
economic growth to solve social problems is
surely unwise. Thus, to the degree that main-
stream views on corporate social responsibility
assume the ethical legitimacy of economic
growth, they rest on a serious environmental, and
ethical, mistake.

In this paper I argue that a theory of corpo-
rate social responsibility must be consistent
with, if not derived from, a model of sustainable
economics rather than the prevailing neoclassical
model. I use environmental examples to critique
both classical and neoclassical models of corpo-
rate social responsibility. Next, I sketch the
alternative model of sustainable development and
its implications at the level of the firm and
individual industries. Finally, T suggest how a
justification for this alternative can be derived
from the same values that underlie growth-based
market economics.

The critique of classical model

The classical model of corporate social responsi-
bility i1s succinctly captured in this short
quotation from Milton Friedman, perhaps its best
known defender:

there is one and only one social responsibility of
business — to use its resources and engage in activ-
itles to increase its protits so long as it stays within
the rules of the game, which is to say, engages in
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open and free competition, without deception or
traud.”

The rationale for this view clearly tollows from
the role of corporations within a free market
economic system. Corporations are organized to
provide the most efficient means for producing
goods and services and thus for satisfying
consumer demand. In an open and competitive
market, the prices of goods and services are
established by the willingness of consumers to
pay for them. Willingness to pay, in turn, is a
measure of how much value a consumer places
on the particular product. Thus, in general, an
increase in profits is evidence that goods and
services are going to those people who most
value them. Profits, therefore, are the measure
of how efficiently a manager i1s using resources
to meet consumer demand; increased profit
reflects the most efficient use of resources in
satisfying consumer demand. Indeed, the justifi-
cation of managerial authority lies in the fact that
managers have the experience, knowledge, and
skills to arrange resources to most etficiently meet
consumer demand.

The classical model of social responsibility
denies that business has any direct environmental
responsibility. The classical model sees business as
cooperating with society in attaining the envi-
ronmental goals freely chosen by consumers in
the marketplace. Business serves these environ-
mental goals not by taking on any special envi-
ronmental responsibility, but by tulfilling its
function within a free market economic systen.

Philosophical challenges to the classical model
are well-known and a full review is unnecessary
here. We need mention only three that are par-
ticularly relevant for environmental concerns.

First, a variety of market failures demonstrate
that markets oftfer no guarantees of successfully
meeting society’s demands. Externalities such as
pollution and resource depletion, and goods for
which no pricing mechanism exists, such as the
survival of an endangered species or the scenic
beauty or historical significance of a landscape,
provide examples where market failure leads to
environmental destruction.

A second challenge points out that business
interests on the “micro” level of individual firms

and industries are not always identical to the
“macro” level goals of the market. One way in
which a corporate manager can maximize profits
is to lobby government to protect the particular
firm or the particular industry from market
forces. The savings and loan bailout, import
tariffs, farm price supports, and countless other
examples of government subsidies demonstrate
the divergence of business and market interests.
On-going debates over below-market sales for
grazing and timber rights on public lands
throughout the American West are perhaps more
environmentally relevant examples. In all of these
examples the business goal of profit maximiza-
tion (or, more to the point, survival) is incom-
patible with the market goal of optimal
satisfaction of consumer preferences.

The upshot of this is that there are no
guarantees that the interests of individual busi-
nesses or of particular industries will overlap with
the good of society. The environmental implica-
tions of this is should be apparent. Even assuming
that society’s interests are captured by the market,
it 1s too risky to assume that these interests will
always be served by the unrestricted self-inter-
ested decisions of corporate managers. This
assumption is particularly risky when irreversible
environmental decisions are made, as when, for
example, habitat is destroved, wilderness devel-
oped, species extinguished, or nonrenewable
resources used. Further, this risk seems even
more dangerous when we recognize the immense
influence that business has in shaping the polit-
ical agenda.’

A final challenge raises a more general and
familiar problem with the ethical goal of free
market economics. Ultimately, the classical model
takes as its most fundamental ethical goal the
maximum satisfaction of those individual prefer-
ences that get expressed in markets. The “good
of society” that Fricdman identifies as the goal
of Smith’s invisible hand is simply the satisfaction
of consumer preferences. But given that human
preferences can include those that are both silly
and immoral, we cannot assume that the
maximumn satisfaction of preferences is an ethical
goal. As Mark Sagoft has convincingly argued,
there i1s no reasonable, non-question begging
answer to this question.” We have little reason
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to assume that there is a moral content to the
particular preferences expressed in the market.
Depending on what people in fact prefer,
maximally satistying preferences could turn out
to produce vacuous, trivial, immoral, or unjust
results.

The environmental implications of this chal-
lenge are enormous. For the entire range of issues
in which economic growth competes with
environmental or ecological ends, the classical
model necessarily locates corporate responsibility
on the side of economic growth. In this respect,
economic growth is simply another phrase for
increased satisfaction of consumer preferences.
Whatever one thinks about any particular issue
that clashes with economic growth - issues
ranging trom wilderness protection to conserving
biodiversity, from global warming to the moral
status of animals, and from energy conservation
to pollution control — it is dangerous to assume
that satisfying consumer preferences is in prin-
ciple the morally justified goal or that it will
produce environmentally benign outcomes.

The neo-classical model

While the problems with the classical model are
well-known, it remains firmly embedded in
contemporary culture. In response to many of
these problems, revised versions of the classical
model now dominate discussions of corporate
social responsibility within the field of business
ethics. According to Norman Bowie, “something
of a consensus has emerged in the past ten years
regarding the social responsibility of business.”
Bowie refers to this “neoclassical” model of
corporate social responsibility as holding that
corporations ought to seek profits while never-
theless obeying a “moral minimum.””

This moral minimum is interpreted in different
ways by different versions of the neoclassical
model. Bowie favors “avoiding harm” as the
moral minimum. Others might argue that
business has the obligation to fulfill its social
contract with society, or that business has ethical
responsibilities to a variety of stakeholders, or
that business ought to respect the moral rights
of employees and consumers.” With this focus on

a “moral minimum,” the neoclassical model seeks
to overcome the obvious ethical deficiencies of
the classical view.

Bowie’s views are representative of the neo-
classical revisions of the classical model. His views
on business’ environmental responsibilities, for
example, offers answers to the three challenges
mentioned above. Bowie suggests that govern-
ment regulation has a legitimate role in cor-
recting market failure. Thus, the law steps in to
impose obligations on business where markets
fail. To counter the possibility that business might
use its political influence to set the environmental
agenda, Bowie argues that business has a special
obligation “to avoid intervention in the political
process for the purpose of defeating or weakening
environmental legislation.”

Most importantly, to insure that the workings
of the market will have moral content, Bowie
interprets the moral minimum as including
protection of individual health, satety, and basic
freedom.'"” The point of establishing a moral
minimum is to exempt some goods from the
utilitarian trade-offs that typify markets. Some
things are so valuable that we morally ought not
to sacrifice them even if doing so would result
in a net increase in overall satisfaction.

This neoclassical approach has the decided
advantage over the classical model of providing
a genuine moral limit on the pursuit of profit.
A moral minimum is incorporated into the “rules
of the game” and becomes part of standard
business practice. Of course, this minimum
establishes constraints upon managerial practice.
Managers are not free to do just anything in their
pursuit of profit. But, economists have long
recognized that all markets operate within con-
straints, the physical limits imposed by natural,
scientific laws being the most obvious. The
classical model of corporate social responsibility
incorporates further legal constraints, as well as
prohibitions against fraud and coercion, as part
of these limits. The neo-classical model simply
expands this to include moral constraints as well.
Thus, the mark of a skilled manager is optimizing
profits within the constraints established by the
rules of the game.

From an environmental perspective the neo-
classical model seems capable of offering signif-
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icant protection of the natural environment.
Environmental concerns need only be integrated
within the moral minimum to become part of
business’ social responsibility. The challenge is
to develop an account of environmental respon-
sibilities that is sensitive to a wide enough range
of environmental and ecological concerns yet
plausibly within a “moral minimum” that can sull
motivate business compliance.

However, on Bowies own view no direct
environmental responsibilities fall within the
moral minimum. Bowie believes that there needs
to be trade-offs between environmental harms
and the utility of the goods and services produced
by business. Further, he argues that finding this
balance is best left to the “social consensus’ that
emerges through the competitive workings ot the
market.'" But, this is to say that environmental
concerns are outside the moral minimum since
that minimum exists precisely to prohibit such
trade-offs between moral and economic ends.

My biggest hesitation with this model lies with
its continued reliance on consumer demand in
setting environmental limits to business conduct.
Economic growth, understood as continued
satisfaction of whatever preferences get expressed
in the market, remains an implicit value of the
neoclassical model. However, we have strong
evidence to suggest such unconstrained demand
will not resolve the dilemma created by poverty,
population growth, and environmental destruc-
tion. [ wish to argue that significant environ-
mental considerations, like other significant
moral responsibilities, must be incorporated
within the moral minimum and thus serve as a
real moral limit on both business activities and
consumer demand.

Neoclassical alternatives

The neoclassical model of corporate social
responsibility nevertheless does hold great
promise. Since it is developed out of standard
market economics and thus assumes the legiti-
macy of the “profits-through-growth” paradigm,
this model is attractive on practical grounds. It
can generate significant social responsibilities for
business without asking for heroic sacrifices. It

is plausible to think that environmental concerns
can be incorporated into the moral minimum.
A variety of strategies might be taken to meet
these goals.

One strategy would be to argue that natural
objects like animals and trees have moral
standing. In this way, the well-known views of
Peter Singer, Tom Regan, or Christopher Stone
might be incorporated into the neoclassical
model by restraining the pursuit of profit in the
name of animal suftering, animal rights, or the
rights of trees and other natural objects.

This seems to be the strategy taken by W.
Michael Hoffman in a recent essay.'” Like Bowie,
Hoftman argues that the moral minimum should
be understood in terms of the harm principle,
but unlike Bowie he suggests that this principle
should include harm to nonhumans. Hoftman
supports a biocentric (or “life-centered”) ethics
in which all living beings have intrinsic value and
theretore have moral standing. However, this
version of biocentric ethics is problematic on
both practical and environmental grounds.

There are serious practical difficulties for the
strategy of incorporating a biocentric ethics (any
ethics which extends moral standing on the basis
of lite) into the moral minimum. Taken literally,
a deontological biocentric ethics would prohibit
all forms of economic activity. “Do not harm
living chings” as a moral minimum would
prohibit not only most forms of business activi-
ties, but most forms of human activity as well
(what would we eat?). A consequentialist bio-
centric ethics (“minimize harm to all living
beings”) is more plausible, but still would require
impossibly difficult calculations before acting.

Of course, biocentric ethics need not be of
these extreme versions. Hoffman and other
defenders of this approach suggest development
of some criteria for rank-ordering the interests
of living things."” Nevertheless, working out such
a hierarchy of interests (as would be required by
either the deontological or consequentialist
version) and using this hierarchy to restrain
business activity strikes me as prohibitively
impractical. Does the human interest in ski
slopes outweigh the life interests of trees, or the
unobstructed habitat interests of deer? Would it
matter if developers were building an exclusive
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housing development rather than a ski slope?
Would it matter if they were building low-
income housing? or a farm?'

More importantly, I suggest that this biocen-
tric approach will fail both criteria introduced
at the start of this paper. It will be unlikely to
have significant influence on business policy,
and 1t does not address a wide enough range of
environmental issues.

Despite some success of laws such as the
Endangered Species Act and those regulating the
use and treatment of animals in research and food
production, I think that che political realities are
such that this strategy is not likely to provide
more than a token limitation on economic
growth. To influence business decisions effec-
tively, the biocentric approach must assume that
managers and policy makers will be motivated by
appeals to the interests of such things as plants
and animals. Frankly, I think this unlikely to
happen. Rather, etfective policy should appeal
to the interests, albeit long-term, of human
beings.

But even assuming that we could develop
some practical biocentric guidelines for corpo-
rate social responsibility, it is not clear to me that
a biocentric ethics will prove environmentally
adequate. Three challenges suggest why a bio-
centric approach is ecologically incomplete.

First, a strict biocentric view will have diffi-
culty identifying the beneficiary of some respon-
sibilities. Let us use the well-know Exxon Valdez
case and follow a biocentric suggestion that we
grant legal standing to individual living things.
Let us also assume that the rights of many living
beings have been violated by the negligent
operation of the oil tanker. To whom, theretore,
would Exxon owe compensation for these
harms? Since the living beings whose rights have
been violated are dead, they are unable to benefit
from any restoration program.

Of course, a plausible suggestion is that in such
cases the species or ecosystern should be compen-
sated in the form of restoration and replanting.
That is, a more holistic or “ecocentric” ethics
would identify both the harms and the benefi-
ciaries in terms of systems rather than individ-
uals. Unfortunately, a biocentric ethics would
need a concept of life broader than ones typically

used in order to integrate species or ecosystems
into its consideration.

A second challenge raises a similar point.
There is no guarantee that preventing harm to
individual organisms will provide ecological
benefits. In fact, there are examples where
protecting the interests of individual living organ-
isms harms rather than protects the ecosystem.
The familiar example concerns the over-popu-
lation of deer which has disastrous consequences
for many local habitats. The point is that indi-
vidual organisms, including humans, are part of
complex ecological communities. These com-
munities involve an intricate balance of inter-
dependencies. For many environmentalists,
maintaining the equilibrium within natural
ecosystems should be the primary goal of an
environmentally sound ethics."”

The third challenge is that a biocentric
approach can tend to neglect important envi-
ronmental issues like resource depletion,
ecosystem destruction, and wilderness preserva-
tion. At best, the biocentric approach views
ecosystems as habitat in which morally consid-
erable beings live. While I would not defend a
total preservationist view, something more needs
to be said about the value of ecosystems, habitat,
and wilderness.

The point of these challenges is to suggest a
different strategy for incorporating environmental
concerns into the moral minimum. This strategy
would argue that a more holistic and ecological
perspective is environmentally preferable to the
individualism implicit in the biocentric approach.
On this view, the moral minimum would need
to incorporate avoidance of harm to ecosystems,
rather than merely to individual living organisms.
This ecocentric approach can be tied to human
self-interest since without a healthy ecosphere
human well-being is threatened. It also provides
a broader and more satisfactory environmen-
talism.

We can draw three general conclusions from
what has been said so far. First, models of cor-
porate social responsibility that rely on standard
versions of market economics and economic
growth will likely prove environmentally and
economically inadequate in the near future
(taking a cue from Dr. Suess, we might call this
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the “Lorax Principle™). Second, theories of
corporate social responsibility that diverge too
much from market economics are unlikely to be
convincing in the present context. To have any
hope of directing corporate policy, ecological
principles must be tied to the (long-term) self-
interest of business. It has been all too easy for
environmental positions to be dismissed as
beyond the fringe. Finally, environmental respon-
sibilities will be incomplete unless they include
more holistic and ecocentric perspectives.

Corporate social responsibility and sustainable
development

The alternative that I suggest holds that business
has a moral responsibility to insure that its
activities be ecologically sustainable. We can say
that the households “nomos™ must be brought
into line with its “logos”. The “moral minimum”
that constrains economic activity should include
ecological sustainability. I argue that the sustain-
ability alternative can provide ecologically sound
and practical guidance. Business remains free to
pursue profits within the rules of the game;
but the rules must be changed to include the
obligation to leave natural ecosystems no worse
off in the process.

As mentioned earlier, all markets operate
within constraints, the physical limits itnposed by
natural, scientific laws being the most obvious.
The classical model of corporate social responsi-
bility incorporates legal constraints while the
neo-classical model includes moral constraints as
part of these limits. The sustainable development
model seeks to combine the natural constraints
established by ecological laws with minimal
moral constraints placed upon business activity.

In light ot the poverty-population-environ-
mental destruction dilemma, the rules of the
game must be adjusted to insure that the
economic system (and the firms and industries
that operate within 1t), fulfills its social function.
Since humanity still requires significant economic
activity to provide for the basic needs of an
increasing population, the rules must be changed
to transform this activity from unrestricted growth
to development.

[t should be noted at the outset that “sustain-
ability” and “sustainable development™ are con-
troversial 1deas within ecological circles, being
judged not “deep” enough by some environ-
mentalists. Sustainable development presupposes,
after all, the legitimacy ot using natural objects
and other living beings as resources for human
ends. Thus, defenders of animal welfare/rights,
as well as supporters of a preservationist ethic for
wilderness areas and ecosystems, are suspicious of
sustainable development. Deep Ecologists and
Soctal Ecologists likewise would argue that sus-
tainable development continues to concentrate
too much power in the hands of too few cor-
porations. Nevertheless, as a basis for corporate
environmental responsibility, sustainable devel-
opment offers the best hope for meeting the two
criteria of adequacy mentioned at the start of this
paper. Sustainability can be understood in such
a way that it can address a wide enough range
of environmental and ecological issues. It also
could turn the tide of environmental deteriora-
tion in a way that has a reasonable chance of
influencing business policy.

One simple statement of the concept of
sustainability comes from the World Commission
on Environment and Development. Sustainable
development “meets the needs of the present
without compromising the ability of future
generations to meet their own needs.”'" If we
accept this as a moral principle limiting business
practice, then business would have an obligation
to avoid harming the ecosphere, understood as
the interdependent community of living organ-
isms and their non-living physical environment.
Business activity would be considered as harming
the ecosphere when it uses resources at unsus-
tainable rates or creates wastes that cannot be
absorbed by the ecosystem.

Economist Herman Daly is perhaps the best-
know defender of sustainable economics. On
Daly’s view, the distinction between “develop-
nment” and “growth” is at the heart of sustain-
able economics.

To grow means “to increase naturally in size by the
addition of material through assimilation or accre-
tion.” To develop means “‘to expand or realize the
potentialities of; to bring gradually to a fuller,
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greater, or better state”” When something grows it
gets bigger. When something develops 1t gets
different. The earth ecosystem develops (evolves),
but it does not grow. Its subsystem, the cconomy,
must eventually stop growing, but can continue to
develop. The term “sustainable development”
therefore makes sense for the economy, but only
if it is understood as “development without
growth.”"’

To develop this model further we need to
answer several questions. What does it mean to
say that some activity is ecologically sustainable?
What would it mean to say that business has a
responsibility to avoid harming the ecosphere?
What reasons can be given to include this
responsibility within the moral minimum?

If we consider the dilemma mentioned at the
start of this paper, we can gain an insight into
this sense of economic development. Significant
economic activity will be necessary to meet the
basic needs of an increasing world population
over the next few decades. Yet, it would seem
that this needs to be a type of ecconomic activity
unlike the growth that has characterized modern
industrialism. On the other hand, in a world of
eleven billion people, it is unrealistic to think
that humans can return to some non-industrial,
ecologically benign economy. Nor is it reason-
able to move towards a command economy in
which business and industry are directed to meet
consumer needs before satisfying preferences.

The solution to this dilemma requires a robust
economy of a qualitatively difterent type: an
economy that strives to meet basic needs while
constrained by ecological realities. In short,
economic activity that “meets the needs of the
present without compromising the ability of
future generations to meet their own needs.”
Following Daly, we can call such economic
activity “development” to contrast it with the
unrestricted activity of “growth”

By connecting economics to ccology, the
sustainability model is preferable to the biocen-
tric alternatives described previously. Individual
elements of an ecosystem (plants, animals, non-
living natural objects) can continue to be used
as economic resources; they do not have moral
standing, or rights, as individuals. Moral consid-
eration should be given to the system. individual

elements of an ecosystem can be used for human
ends as long as the system itself remains stable
and healthy.

Of course, “sustainability” is problematic
when applied to eccosystems. All ecosystems
change over time, including fairly radical changes
over the long term. Individual ecosystems are
created, develop, decline, die. Hence, change
rather than stability would seem a more appro-
priate characteristic of ecosystems. But how does
one sustain change and how does change provide
ethical norms? What is needed is an account of
ecosystem well-being that 1s well-grounded in
scientific understanding and yet fertile enough to
provide reasonably clear normative guidance.
What is it that we are trying to “sustain” and
why should we value is 1t?

Developing a full account of ecological sus-
tainability is peyond the scope of this paper.
Nevertheless, I think we could defend some
minimal conditions for ecosystem well-being, not
the least of which is the ability to sustain diverse
forms of life over time. Two important elements
of sustainable development involve the scale and
the rate of ecological change. Ecological change
that is too rapid, to wide-spread, and too uncon-
trolled will jeopardize the ability of an ecosystem
to sustain diverse life over time.

In general, the implication is that business may
continue to seek profit by converting natural
resources to meet the demands of the market.
This model continues to appeal to rational
self-interest as 1ts motivating consideration.
Significant economic activity is required in order
for business to meet the needs of an increasing
human population in an already ecologically-
stressed world. Entrepreneurial opportunities
abound. However, business has the obligation to
use resources at appropriate rates and compen-
sate ecosystems for the loss of productive capacity
caused by its activity. A helptul image for
understanding these responsibilities 1s to think
of natural resources as capital. Our economic goal
should be maximum sustainable yield in which
we live off of the income generated by that
capital without depleting the investment itself.

More specifically, as we move from level of
economic models towards the level of responsi-
bilities for specific firms and industries, we
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should adopt three general normative principles.
First, renewable resources ought not to be used at rates
that exceed the system’s ability to replenish itself.
Agriculture and forestry are two industries that
would have clear responsibilities in this respect.
But any business that uses plant, animal, air and
water resources (i.e., most businesses) must insure
that these resources are being used at sustainable
rates. Failure to do so would require reparation
for these harms.

The well-known case ot Pacific Lumber illus-
trates this principle. For over a century, Pacific
Lumber was operated as a family-run business,
managing its timber reserves on a policy of
sustained yield. This policy provided a stable
supply of timber and stable profits over the long-
term. However, it proved not to be profitable
enough.

In 1986, financed by $900 million in Drexel
Burnham Lambert junk bonds, corporate raider
Charles Hurwitz took control ot the company
in a hostile takeover. To repay these debts, a more
aggressive management style was required. The
rate of timber harvest was increased, clear-cutting
techniques used, replanting projects abandoned,
and old-growth forests were opened to harvest.
The long-term results were tragic both ecologi-
cally and economically.

Ecologically, thousand-year-old trees were cut
for the short-term profits of present shareholders.
Clear-cutting this timber caused significant
erosion and pollution. Habitat for many species,
including the infamous spotted owl, was
destroyed. While present shareholders reaped
immediate profits, increased harvests meant that
long-term profits were lost as these assets were
destroyed. Workers, as well, were harmed when
the company’s pension plan was terminated to
repay the debt from the leveraged buy-out. One
can only conclude that greed, and not good
business sense, motivated the change from the
policy of sustained yield.™

Second, non-renewable resources can be used only
at the rate at which alternatives are developed or loss
of opportunities compensated. Industries that rely on
non-renewable resources, ranging from wilder-
ness areas to fossil fuels, would have an obliga-
tion to insure future opportunities to obtain the
benefits of these resources. Humans value such

resources both intrinsically and instrumentally.
The political realm is the proper place for
deciding which resources should be preserved
and protected for their intrinsic value. But when
such resources are used to produce goods and
services, business has a responsibility to use these
resources appropriately. Once used, we cannot
recover these resources; but we can compensate
future people for the loss of these resources by
insuring that these future people have equal
opportunities for using (but not using up) these
or similar resources. Industries that rely on non-
renewables have an obligation to compensate for
the loss of productive capacity that would follow
any use of non-renewable resources.'” (This
principle might also provide a basis for arguing
that if some “resources” are irreplaceable, e.g.,
endangered species, wilderness areas, historic
monuments, then an outright legal prohibition
to their use is necessary.)

Finally, wastes and emissions should not be gener-
ated at rates that exceed the capacity of the ecosystem
to assimilate them. Waste and inefficiency are more
than just economic wrongs, they are moral and
environmental wrongs as well. Use of recycled
materials in production, producing goods that
can be recycled, and recycling by-products of
production would be clear responsibilities.
Indeed, the responsibility to take back a product
after its consumer use, e.g., recycling used cars,
should also be a part of business’ responsibilities.
Again, internalizing these costs would be a sig-
nificant means for accomplishing this goal.

We can go on to sketch a wider range of more
specific responsibilities that comply with these
general obligations. First, all external costs should
be internalized. Disposal costs for automobiles,
for example, should be a part of the initial price.
As it does within neoclassical economics, price
should play a major role in shaping consumer
demand. Obviously, we also have the responsi-
bility to conserve resources. Restoration of an
ecosystem to its former productive capacity
should be part of this moral minimum. Research
and development aimed at finding ecologically
benign products and production techniques is
another responsibility. For example, utility com-
panies should make a substantial investment for
solar energy research and should encourage
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conservation. Again, internalizing the costs ot
such activities would make present prices more
accurately retlect true costs. In general, research
and development aimed at providing present and
future people with an equal opportunity for
attaining a decent lite should accompany any use
of nonrenewable resources.

In summary, industries ought to be modeled
on ecosystems.

In such a system the consumption of cnergy and
materials is optimized, waste generation 1s min-
mized and the eftluents of onc process — whether
they are spent catalysts from petroleum refining, tly
and bottom ash trom electric power generation or
discarded plastic

products — serve as the raw material for another

containers from consumer
5
process.”™

Obviously this is just a sketch and much work
needs to be done to fill in the details. For
example, would this model sanction the destruc-
tion of a swamp for a housing development? Part
of the answer would depend on what one means
by an ecosystem, part would depend on our
understanding of just compensation, part would
depend on the specific ecological facts of the
area. My hope is that working out these details
would become the future direction of applied
business ethics.”' Perhaps it is time we de-empha-
size the concern with traditional issues like
deceptive advertising and conflicts of interest and
turn to the details of ecological responsibilities.
How, in short, can business meet the increasing
demands of a developing world and of an increas-
ingly large future population in ways that do not
threaten the productive capacity of the natural
ecosystem?

Sustainable development and justification

The final challenge to this alternative 15 to
provide an ethical justitication tor this model. It
is important to note that a variety of rationales
are available for this approach. Among environ-
mentalists, one might develop arguments based
on the intrinsic value of the natural world (a
preservationist approach), or upon more pru-
dential reasons (the conservationist approach). In

what follows, I will sketch justitications that
might be developed through an examination of
the values underlying economic markets.”> My
hope 15 to provide a rationale that is not inci-
dental to business interests and thus provide some
motivating reasons of managerial ethics.

As a first step we should answer the critical
challenge that would arise from both classical and
neo-classical models of corporate social respon-
sibility: sustainable development may very well
be an attractive moral goal, but it is a responsi-
bility that belongs to consumers and government,
not to business. Business is, after all, merely a tool
for attaining those social goods chosen by citizens
through the legitimate political means of markets
and law. Even if the economic model of sustain-
able development were justified, this would not
translate into ethical responsibilities at the level
of firms and industries.

But to say that consumers and government
have these responsibilities is not to deny that
management has them as well. Any “moral
minimum” implies moral responsibilities on the
part of all relevant moral agents. Consider how
the prohibition against fraud and coercion
functions within the classical model of corpo-
rate social responsibility. Fraudulent or coercive
transactions frustrate the maximum satisfaction of
consumer preferences (happiness) and violate
freedom of choice. Even Milton Friedman does
not leave the enforcement of these prohibitions
to the social consensus that emerge from markets.
These constraints upon managerial prerogative
are part of the “rules of the game,” insuring that
economic markets will attain their goal.

I argue that we should understand the eco-
logical constraints ot sustainable development in
a similar manner. These, too, should become part
of the “rules of the game,” functioning as moral
constraints upon managerial authority and
necessary to insure the successtul operation of the
economy over the long-term.

This challenge to sustainable development also
underestimates the influence that business has in
shaping consumer demand. Consumers don't
make their demands in a marketing and adver-
tising vacuum.

Most importantly, however, is the recognition
that business decisions are, least partially, respon-
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sible for much environmental and ecological
harm. Business managers have significant latitude
in secking to satisty consumer demand. This,
after all, provides the rationale for managerial
authority. It would be disingenuous for manage-
ment to defend managerial prerogatves and
expertise and then deny responsibility for the
results of those decisions by claiming that they
were merely “responding to the demands of the
market.”” Thus it does make sense to say that
business itself must share the moral responsi-
bilities derived trom the goal of sustainable
development.

Next, we need to address the justitication tor
the economic model ot sustainable development.
Historically, markets receive their moral justifi-
cation from two sources: they tend to promote
individual freedoms and they tend to be efficient
mechanisms for producing and distributing
economic goods and services. We can call these
the liberal and utilitarian rationales. A plausible
justification for the sustainable development
position outlined above can be generated from
both accounts. I conclude that market activities
that violate the goals of sustainable development
as sketched above also violate the demands of
liberal and utilitarian justice.

There is, of course, a healthy diversity among
liberal conceptions of justice, ranging from
libertarian to more egalitarian accounts. Most of
this divergence arises from competing interpre-
tations of the proper balance of liberty and
equality. Nonetheless, we can focus on some
generally agreed upon conditions of justice.

First, liberty can be understood as being free
from coercion. Take the case of the armed
gunman as a paradigm example ot an assault on
liberty. In this case, the range of available choices
has been significantly limited (although some
choices do remain) by having certain basic goods
(my health and my life) threatened by the actions
of others. Defenders of the free market argue that
this economic system, better than any alternative,
promotes individual liberty. In an ideally com-
petitive market, no individual is ever placed in
such a coercive position. Minimally, individuals
are always free to sell their labor to earn the
money they need to secure basic goods.

Equality is the second ecssential teature of

liberal justice. According to market defenders it,
too, 1s served by the workings of a competitive
market. I will follow Ronald Dworkin in taking
equality as a right to equal concern and respect.

This is the right, not to an equal distribution of
some good or opportunity, but the right to equal
concern and respect in the political decision about
how these goods and opportunities are to be
distributed. Suppose the question is raised whether
an economic policy that injures long-term
bondholders is in the general interest. Those who
will be injured have a right that their prospective
loss be taken into account. .
simply be ignored. . . .

. . They may not

Defenders of the market will argue that
markets offer the best insurance for protecting
this right to equality. The best guarantee that the
interests of every individual will be represented
is to allow individuals to represent their own
interests. An open market does this better than
any alternative.

In light of these considerations, I suggest that
business activities which violate the principles of
sustainable development compromise both the
liberty and equality of countless individuals who
are not presently represented in market decisions.
This includes not only distant future generations,
but also our own children and grandchildren as
well as the billions of presently living people who
have no voice in international markets.

We might take guidance from the Lockean
“proviso” to understand how non-sustainable
business activity threatens liberty. Locke argued
that the personal appropriation of property was
just provided *“enough and as good” was left in
common for others. The creation of money and
the resultant ability to sell one’s labor seemed, for
Locke, sufficient to guarantee liberty to individ-
uals who come after those lucky enough to
secure the original acquisition of property.

But note that current trends of both popula-
tion and resource use virtually guarantee that
people in the near future will be unable to sell
their labor in order to attain “enough and as
good.” Present business activities which use
resources at unsustainable rates severely limit the
choices available to people in the near future.
Our actions place these people in a fundamen-
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tally coercive position by limiting their choices
in ways that threaten them with significant harm.

Many present business activities also compro-
mise the equal respect of individuals living in the
near future. By using resources at rates that are
unsustainable, by wasting resources, and by tailing
to pursue research and development of alterna-
tive resources energetically, we are simply
ignoring the interests of our children and more
distant descendants. We are directly denying their
equal moral worth.

The second major ethical justification of the
market rests with more utilitarian considerations.
[ have already mentioned the challenge which
suggests that the preference utilitarianism implicit
in market goals in fact do not necessarily make
them ethical goals at all. However, assuming that
some version of a utilitarian justification can be
developed, a plausible case can be made that only
sustainable economic activities can hope to
maximize the overall good.

Numerous problems confront utilitarian cal-
culations of the near term consequences of our
actions.”™ For the sake of this argument, let us
grant the utilitarian approach the benefit of the
doubt and assume that we calculate such things.
A few relatively uncontroversial assumptions will
demonstrate that the present ideal of economic
growth will not maximize overall happiness into
the near future. We have seen these assumptions
before.

1. world population continues to increase

dramatically;

all economic activity depends upon natural

resources;

3. natural resources presently are used at rates
that are unsustainable.

N

We can thus envision two curves, one charting
growing consumer demand (the satistaction of
which, as hypothesized, is necessary for happi-
ness), and the other charting the supply ot natural
resources which are the raw material ot produc-
tion. The demand curve 1s rising, the supply
curve is falling. Eventually these curves will
intersect and the prospect of future happiness will
decline accordingly. As a result of our present
activities, markets will no longer be capable of
maximizing happiness. Since this is one alleged

ethical goal ot the market, these present activi-
ties are unjustified within the rules of the market
gane.

The utilitarian case is more complicated than
this simple point suggests, of course. One
response could point out that markets are justi-
fied by producing the most efficient use of
available resources. Whatever resources are
available to future people, the market will be
justified because it is the most efficient means for
developing and distributing these resources.
Thus, tuture people will be as happy as they can
be, given available resources, if they hold to the
principles of the free market. Or, following the
financial practice of discounting future value and
Bentham’s calculation concerning uncertainty
and remoteness, it might be argued that we need
to discount the happiness of future people in
present calculations. Or, assuming that present
and future happiness are of equal value, it still
might be argued that the amount of happiness
resulting from present activities will outweigh the
future loss of happinecss.

It seems to me that these responses are plau-
sible only because they assume that we are faced
with what would be essentially a zero-sum
calculation. It is our present happiness vs. their
future happiness and the consistent utilitarian
must make the appropriate trade-offs. When we
use resources, future people won’t get them; if
we conserve resources for them, we lose out.

But the point of sustainable development is
that economic development is not a zero-sum
game. Used appropriately, natural resources can
satisfy both present and future interests. No
doubt we would have to change some of our
present practices and recognize that we need not
satisty every desire (e.g., all of the conveniences
of a “throw-away” society), but we would not be
“reduced” to subsistence living either. Thus on
a sustainable economic model (living off of the
interest rather than the capital), we can assure
reasonably high levels of happiness into the indef-
inite future. On any version of utilitarianism, this
surely is the most justified alternative.

Accordingly, business practices that do not
deplete natural resources insure the long-term
satisfaction of consumer demand. To the degree
that this is a legitimate utilitarian goal of market
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economics, these activities are what is required
of the socially responsible business.

Conclusion

The strength of the classical model of corporate
social responsibility 1s that it derived business’
ethical responsibilities from within the institution
of market economics. Ethical responsibilities were
part of the “rules of the game” and thus had an
apparent legitimacy to the business community.
The weakness of this model is that 1t did not
seem to incorporate adequate moral limits on
business activities.

The neoclassical model had the advantage of
placing substantive moral requirements of
business activities. However, it 1s difficult to
integrate significant and substantive environ-
mental concerns into the moral minimum as
understood on standard versions of the neoclas-
sical model.

I have sketched a version of corporate social
responsibility that places substantive moral limits
on business activity as it affects the natural
environment. I have also argued that the ethical
justification of these limits can be derived from
the value assumptions of market economics.”
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