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BUSINESS GIVING AND SOCIAL INVESTMENT
IN THE UNITED STATES, 1790-1995

PETER DOBKIN HALL"

“The dealings of my trade were but a drop of water
in the comprehensive ocean of my business!”!

1. INTRODUCTION

For half a century, liberal policymakers, scholars, and nonprofit
leaders have promoted corporate citizenship, giving, and social investment
through litigation, research, jaw-boning, and tax policy, characterizing
corporate social responsibility—whether as charitable giving, participation
in community affairs, employee relations, marketplace ethics, or product
integrity—as a form of enlightened self-interest that would yield financial,
social, and political benefits both to stockholders and to the public.2

The validity of these propositions has always been questionable.
Efforts to demonstrate linkages between corporate citizenship and
profitability have never been convincing. Even when tax rates were
steeply progressive, few companies took advantage of available tax breaks.
As Hayden Smith’s important 1983 study for the Council for Financial Aid
to Education (CFAE) suggested, non-economic factors such as industry
norms, corporate cultures, and locational variables influenced charitable
giving more strongly than any potential tax benefits.?

The political triumph of the New Right has transformed both our
understanding and the practice of corporate citizenship. The Reagan era

* Research Scientist and Acting Director, Program on Non-Profit Organizations,
Yale University. The research on which this paper is based has been generously
supported by the AAFRC Trust for Philanthropy, the American Can Company
Foundation, the Aspen Institute’s Nonprofit Sector Research Fund, the AT&T
Foundation, the Exxon Education Foundation, the General Electric Foundation, the Lilly
Endowment, Inc., the Walter W. Teagle Foundation, and the Program on Non-Profit
Organizations, Yale University.

1. CHARLES DICKENS, A CHRISTMAS CAROL 23 (Tor ed. 1990) (1843).

2. See generally F. EMERSON ANDREWS, CORPORATION GIVING (1952); COUNCIL
ON FOUNDS., CORPORATE PHILANTHROPY: PHILOSOPHY, MANAGEMENT, TRENDS,
FUTURE, BACKGROUND (1982); COUNCIL ON FOUNDS., THE CORPORATE CONTRIBUTIONS
HANDBOOK: DEVOTING PRIVATE MEANS TO PUBLIC NEEDS (James P. Shannon ed.,
1991); FrRANK KoCH, THE NEW CORPORATE PHILANTHROPY: HOW SOCIETY AND
BUSINESS CAN PROFIT (1979); NATIONAL PLANNING ASS’N, THE MANUAL OF
CORPORATE GIVING (Beardsley Ruml ed., 1952).

3. See HAYDEN W. SMITH, COUNCIL FOR FINANCIAL AID TO EDUCATION, A
PROFILE OF CORPORATE CONTRIBUTIONS (1983).
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began with a top-level effort—launched with the expectation that individual
and corporate giving could make up for projected reductions in federal
spending to stimulate corporate giving and social investment.* The efforts
of the President’s Task Force on Private Sector Initiatives led to
impressive increases in the amount of giving—which in the mid-eighties
surpassed foundation support of the nonprofit sector’—but did not seriously
challenge the rationale, existing incentives, or the practices of corporate
involvement.

The later phases of the “Reagan Revolution” witnessed the emergence
of a broad critique of organized philanthropy by conservative advocacy
groups which not only questioned the liberal priorities of grantmakers, but
the institutional character of giving practices.® Conservatives argued that
focusing on large-scale initiatives involving government agencies’
institutional grantmaking not only promoted the welfare mentality which
kept the poor dependent, but lacked the flexibility needed to respond to
their particular circumstances. They argued that individuals and
communities rather than institutions and governments, should be the major
philanthropic actors.

In the Bush administration, the conservative critique took on
institutional flesh with the announcement of the President’s “Points of
Light” initiative. “At the bright center is the individual,” Bush announced
in accepting the 1988 presidential nomination.

And radiating out from him or her is the family, the essential unit
of closeness and of love. For it’s the family that communicates
to our children—to the 21st century—our culture, our religious
faith, our traditions and history.

From the individual to the family to the community, and then
on out to the town, to the church and school and, still echoing

4. See THE PRESIDENT’S TASK FORCE ON PRIVATE SECTOR INITIATIVES, BUILDING
PARTNERSHIPS (1982).

5. See Kathleen Teltsch, Survey Says Companies Gave Record Amount to Charities,
N.Y. TIMES, Nov. 21, 1983, at B16. But ¢f. Tamar Lewin, Corporate Giving Fails to
Offset Cuts by U.S., N.Y. TIMES, Feb. 15, 1985, at Al (reflecting that despite an
increase in corporate giving to charities, most corporations still believe that basic social
welfare is not their responsibility).

6. See generally JOHN M. HooD, THE HEROIC ENTERPRISE: BUSINESS AND THE
CoMMON GOOD (1996); MARVIN OLASKY, THE TRAGEDY OF AMERICAN COMPASSION
(1992); Leslie Lenkowsky, My View: Does Philanthropy Need a New Gospel of Wealth
or Should It Heed the Old One More Faithfully?, CHRON. PHILANTHROPY, Dec. 12,
1989, at 36; N. Craig Smith, Viewpoint: Cormporate Citizens and Their Critics, N.Y.
TIMES, Sept. 8, 1996, at F11; Herbert Stein, Corporate America, Mind Your Own
Business, WALL ST. 1., July 15, 1996, at A12.



1997] BUSINESS GIVING AND SOCIAL INVESTMENT IN THE U.S. 791

out, to the county, the state, and the nation—each doing only what
it does well, and no more. And I believe that power must always

" be kept close to the individual, close to the hands that raise the
family and run the home.

And there is another tradition. And that’s the idea of
community—a beautiful word with a big meaning, though liberal
Democrats have an odd view of it. They see “community” as a
limited cluster of interest groups, locked in odd conformity. And
in this view, the country waits passive while Washington sets the
rules.

But that’s not what community means, not to me. For we are
a nation of communities, of thousands and tens of thousands of
ethnic, religious, social, business, labor union, neighborhood,
regional and other organizations, all of them varied, voluntary and
unique.

This is America: the Knights of Columbus, the Grange,
Hadassah, the Disabled American Veterans, the Order of Ahepa,
the Business and Professional Women of America, the union hall,
the Bibje study group, LULAC, Holy Name—a brilliant diversity
spread like stars, like a thousand points of light in a broad and
peaceful sky.

Does government have a place? Yes. Government is part of
the nation of communities—not the whole, just a part.”

Having recast the relationship of government, individuals, and
community, Bush moved on to the heart of the matter—the linkage
between economic prosperity and social ideals. “The fact is,” he declared,

[Plrosperity has a purpose. It’s to allow us to pursue “the better
angels,” to give us time to think and grow. Prosperity with a
purpose means taking your idealism and making it concrete by
certain acts of goodness. It means helping a child from an
unhappy home learn how to read. . . . [IJt means teaching
troubled children through your presence that there’s . . . such a
thing as reliable love. Some would say it’s soft and insufficiently
tough to care about these things. But where is it written that we

7. George Bush, Transcript of Speech Accepting Republican Nomination for
President, in N.Y. TIMES, Aug. 19, 1988, at Al4.
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must act [as] if we did not care, as if we’re not moved? Well I
am moved. I want a kinder, gentler nation.

i w1ll keep America moving forward, always forward—for a
better America, for an endless, enduring dream and a thousand
points of light.®

The new conservative vision had particular implications for corporate
philanthropy. Neo-conservative economist Milton Friedman argued that
corporations have no money to give anyone because a corporation’s money
belongs to their workers, their employees, and their shareholders.” Yale
economist Paul MacAvoy and tax lawyer Ira Millstein elaborated on
Friedman’s dictum:

The correct strategy for the corporation is not to internalize
social responsibilities. This is because the corporate form does
not allow it, and because corporations should not do what is better
done by the political system. The corporation is structured to
produce goods and services efficiently and to maximize the return
on investment to shareholders. It is undemocratic in its
decision-making, and legally protected from most judicial second-
guessing of its business judgment.'®

American corporations took these ideas seriously: corporate
contributions declined after 1986;" major companies, like ARCO and
Exxon, dismantled or drastically scaled back their giving programs; > many
effectively “outsourced” community activities by shifting from company
giving to matching employee donations, while others stressed mentoring
and employee volunteerism instead of cash contributions. At the same
time, many firms abandoned long-established commitments to employee

8. I
9. See Milton Friedman, A Friedman Doctrine—The Social Responsibility of
Business Is to Increase Its Profits, N.Y. TIMES, Sept. 13, 1970, § 6 (Magazine), at 32.

10. See Paul W. MacAvoy & Ira M. Millstein, Corporate Philanthropy vs.
Corporate Purpose, in COUNCIL ON FOUNDS., CORPORATE PHILANTHROPY: PHILOSOPHY,
MANAGEMENT, TRENDS, FUTURE, BACKGROUND 25, 27 (1982).

11. See Deborah L. Jacobs, Managing: Corporate Donations Under Attack, N.Y.
TIMES, Sept. 30, 1990, § 3 (Business), at 23; Kathleen Teltsch, Corporate Pressures
Slowing Gifts to Charity, N.Y. TIMES, July 8, 1987, at Al.

12. See Jacobs, supra note 11; Teltsch, supra note 11.
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and community welfare, while massively laying off workers and boosting
executive compensation to unprecedented levels."”

The new ethos of corporate social responsibility was summed up in a
recent speech by Edward M. Liddy, CEO of Allstate Insurance.'
Although conceding a twenty percent decline in corporate contributions in
the previous decade, Liddsy denied that the 1990s were “a decade of
philanthropic stagnation.”"® Declaring that “simply throwing money at
social problems isn’t going to make them go away,” Liddy argued that
“although companies may be giving less today, they are accomplishing
more. The business community has taken its results-oriented thinking into
the philanthropic arena, with increasing use of employee volunteer
programs as a means of supplementing and enhancing contributions.”'®

The reasons for promoting volunteerism are readily apparent.
Volunteerism creates a direct, personal, one-on-one commitment
between the giver and recipient. Plus, a volunteer sees the
immediate benefit of what he or she is doing. The most precious
commodity we have is time, not money. And the time volunteers
spend in helping others is given back a thousand-fold in the
knowledge that they have made a difference in people’s lives.!”

Citing a Conference Board survey which showed that ninety-two
percent of American corporations had established employee volunteerism
programs, Liddy argued that volunteering had become “woven into the
fabric” of doing business—a “part of a corporation’s culture.”'® “Helping
Hands,” Allstate’s umbrella program for volunteering has involved
employees in more than 10,000 community projects. “More than half our
employees volunteer each year,” he declared, “renovating and
rehabilitating homes, working in soup kitchens, organizing food and
clothing drivers, tutoring children and advising on disaster preparedness.

13. See Michael Winerip, An American Place—A Legion of Volunteers: Town
Cheers Football and Its Volunteerism, N.Y. TIMES, July 29, 1996, at A8; Michael
Winerip, An American Place—Tale of Town and Company: Model Corporate Citizen
Finds Its Trust in Doubt over a Zoning Issue, N.Y. TIMES, Apr. 27, 1996, at L9;
Michael Winerip, An American Place—Worries over Wages, Canton’s Economic Seesaw:
Managers’ Fortunes Rise as Workers Get Bumpy Ride, N.Y. TIMES, July 7, 1996, at
L10.

14. See Edward M. Liddy, Dollars Do Good, But Volunteers Do Better, CHI. TRIB.,
Apr. 18, 1996, at 27.

15. Id.
16. Id.
17. Id.
18. Id.
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We are challenging each of our employees and their families to volunteer
twenty hours of their personal time this year.”!

When referring to the traditional rationale for corporate social
commitment—the efforts which “help create the kind of community
goodwill that is essential to a company’s ability to survive and
prosper”—Liddy argued that volunteerism’s primary benefit to the firm is
in enhancing employee “morale.”” On the value of volunteering, he
quoted an employee: “I can assure you that the company doesn’t have
enough money to equal the great feeling I have about myself and my
company as a result of participating in this project.”*

This shift in corporate practices plays an interesting variation on
Friedman’s dictum. One is struck by the extent to which the now
dominant neo-conservative rationale for corporate citizenship is driven not
by economic or political calculation, but by a peculiarly spiritualized
therapeutic ideology, “doing well by doing good.” Thus, the historic
rationale for corporate social responsibility has, in the 1990s, been
replaced in many companies by a rationale of doing well by feeling good.
This represents a dramatic departure from the sensibilities of the early
Reagan era, when executives were calling for a “new” corporate
involvement which proposed to treat charity as a form of investment,
applying to corporate social involvement, “the economic logic and goal
orientation of business activities.”*

The wholesale abandonment of the traditional ethos of corporate
citizenship, stagnant levels of corporate contributions, and the evident
ineffectiveness of efforts to increase corporate giving through the tax code,
point to the need to rethink and rearticulate the relationship of business to
society.

II. WHY GIVE?
THE MISSING RATIONALE FOR CORPORATE CITIZENSHIP

All CEOs understand the public relations value of giving. Most also
appreciate the tax savings that can come from the deductibility of
contributions. However, few regard giving to be in any way related to
profitmaking, and fewer still view their firms—or their contributions

19. M.
20. Id.
21. Id.

22. Adam Stern & Mark Vermilion, Corporate Social Investment, FOUND. NEWS,
Nov./Dec. 1986, at 38.
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programs—as having any significant role in shaping American society.?
This constricted view is at a striking variance with the broad vision of
some of the business leaders of half a century ago, as evidenced by the
testimony in a landmark case on the legality of corporate charitable
contributions:

Mr. Frank W. Abrams, chairman of the board of the Standard Oil
Company of New Jersey, testified that corporations are expected
to acknowledge their public responsibilities in support of the
essential elements of our free enterprise system. He indicated that
it was not “good business” to disappoint “this reasonable and
justified public expectation,” nor was it good business for
corporations “to take substantial benefits from their membership
in the economic community while avoiding the normally accepted
obligations of citizenship in the social community.” Mr. Irving
S. Olds, former chairman of the board of the United States Steel
Corporation, pointed out that corporations have a self-interest in
the maintenance of liberal education as the bulwark of good
government. He stated that “Capitalism and free enterprise owe
their survival in no small degree to the existence of our private,
independent universities” and that if American business does not
aid in their maintenance it is not “properly protecting the
long-range interest of its stockholders, its employees and its
customers.” Similarly, Dr. Harold W. Dodds, President of
Princeton University, suggested that if private institutions of
higher learning were replaced by governmental institutions our
society would be vastly different and private enterprise in other
fields would fade out rather promptly. Further on he stated that
“democratic society will not long endure if it does not nourish
within itself strong centers of non-governmental fountains of
knowledge, opinions of all sorts not governmentally or politically
originated. If the time comes when all these centers are absorbed
intg gavernment, then freedom as we know it, I submit, is at an
end.”"

The absence today of either a coherent rationale for or deeply held
convictions about corporate citizenship is not surprising. Although there
is substantial literature on business and society, corporate social
responsibility had not been the subject of interest within the established

23. See Arthur H. White & John S. Bartolomeo, The Attitudes and Motivations of
Chief Executive Officers, in COUNCIL ON FOUNDS., CORPORATE PHILANTHROPY:
PHILOSOPHY, MANAGEMENT, TRENDS, FUTURE, BACKGROUND 102 (1982).

24. A. P. Smith Mfg. Co. v. Barlow, 98 A.2d 581, 583 (N.J. 1953).
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academic disciplines nor, more importantly, is it significantly represented
in business school curricula. Surveys of academic research-in-progress in
the nonprofits field show almost no serious study of corporate
responsibility issues. A recent compilation of research in progress on
philanthropy, volunteerism, and nonprofit organizations® shows that of
606 studies, 24 focused on corporate philanthropy; of these, only 11 could
reasonably be considered to deal with the larger conceptual, contextual,
and motivational issues of corporate giving.”® The rest were either
management studies (in the cookbook genre), statistical reports, or surveys
of managerial attitudes about giving and contributions management. A
decade of work by Yale’s Program on Nonprofit Organizations, the most
ambitious of the research projects in the nonprofit sector, has yielded
similarly scanty returns on the charitable role of business: of its 230
working papers, only 3 deal with corporate philanthropy.

Scholarly unwillingness to engage the subject of corporate
philanthropy is a symptom of a more general failure to take business
seriously. Writing in 1959, Robert Dahl noted that during the past half
century, only eleven articles dealing with business had appeared in the five
major political science journals; of the thousands of dissertations written
in the field during the same period, only seventy-five dealt with business.?
Business has fared no better at the hands of historians: Despite the
important work of Harvard’s Alfred D. Chandler (most notably his 1977
Pulitzer Prize-winner, The Visible Hand *®), the level of scholarly interest
in business remains low. Business history as a subject occupies a shadowy
place in university curricula: Few universities have business historians
and, when they do, they seldom teach in history departments.

More seriously, business history seldom strays beyond conventional
rationalistic explanatory models or crude technological determinism. For
example, Alfred Chandler’s account of the emergence of modern business
enterprise ignores both the growth of similar organizations in government,
society, and culture, and the extent to which the rise of Big Business
depended on cadres of skilled managers and the advanced technologies
produced by universities governed and funded by industrial and financial
leaders.

25. See INDEPENDENT SECTOR, RESEARCH-IN-PROGRESS, 1987-88: A NATIONAL
COMPILATION OF RESEARCH PROJECTS ON PHILANTHROPY, VOLUNTARY ACTION, AND
NOT-FOR-PROFIT ACTIVITY (1990).

26. Seeid.

27. See ROBERT A. DAHL ET AL., SOCIAL SCIENCE RESEARCH ON BUSINESS:
PRODUCT AND POTENTIAL 3-4 (1959).

28. See ALFRED D. CHANDLER, JR., THE VISIBLE HAND: THE MANAGERIAL
REVOLUTION IN AMERICAN BUSINESS (1977).
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Four decades ago, when Chandler first began to explore the
emergence of modern firms and management, such parochialism was
understandable and, given the state of historical scholarship, perhaps
unavoidable. But by the time The Visible Hand appeared in the late
1970s, an impressive body of work by historians of government, politics,
educational and social institutions, as well as business and technology, had
already begun to powerfully suggest a “managerial revolution” in every
domain of American life.” As Chandler’s colleague, Louis Galambos,
wrote in 1983, “a new interpretational framework, a context that [features]
large-scale organizations,” has emerged as “the centerpiece of recent U.S.
history.” “Restructured along these lines,” Galambos continued,

our history no longer [stresses] liberal-conservative political
struggles leading to pulses of progressive reform; instead, the
primary processes of change [involve] organization building, both
public and private, and the creation of new and elaborate
networks of formal, hierarchical structures of authority that
gradually came to dominate our economy, polity, and culture.
America’s rendezvous was not with the liberal’s good society. It
was with bureaucracy.*

Galambos’s “organizational synthesis” invites exploration of the
institutional infrastructures which made economic activity possible and, in
doing so, it lays the groundwork for more convincing accounts of the
bases of modern economic life. More importantly, for the purposes of this
paper, it creates a conceptual framework for a new and more credible
rationale for corporate citizenship.

29. See generally BURTON J. BLEDSTEIN, THE CULTURE OF PROFESSIONALISM: THE
MIDDLE CLASS AND THE DEVELOPMENT OF HIGHER EDUCATION IN AMERICA (1976);
ROBERT D. CUFF, THE WAR INDUSTRIES BOARD: BUSINESS-GOVERNMENT RELATIONS
DURING WORLD WAR I (1973); LAURENCE R. VEYSEY, THE EMERGENCE OF THE
AMERICAN UNIVERSITY (1965); ROBERT H. WIEBE, THE SEARCH FOR ORDER: 1877-1920
(David Donald ed., 1967); Ellis W. Hawley, Herbert Hoover, The Commerce Secretariat,
and the Vision of an “dssociative State,” 1921-1928, J. AM. HIiST., June 1974, at 61,
reprinted in MEN AND ORGANIZATIONS: THE AMERICAN ECONOMY IN THE TWENTIETH
CENTURY 131 (Edwin J. Perkins ed., 1977); Louis Galambos, The Emerging
Organizational Synthesis in Modern American History, 44 BUS. HIST. REV. 279 (1970).

30. Louis Galambos, Technology, Political Economy, and Professionalization:
Central Themes of the Organizational Synthesis, 57 BUs. HIST. REv. 471, 471 (1983).
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III. BUSINESS AND CIVIL SOCIETY

“Facts do not speak for themselves,” Stephen Jay Gould observed,
they “are read in the light of theory.” Because conventional theories
have treated modern economic life as driven by rationality and
efficiency—and, hence, necessarily—as a process of secularization, they
have selectively ignored not only the complex motives, values, and beliefs
which drive human action, but also the settings which frame the activities
of individuals and organizations.

Over the past thirty years, this reductionist view has been challenged
with increasing force. Historians have questioned the modernization
theory’s facile assumptions with studies of communities, institutions, and
social movements that suggest the extraordinary extent to which non-
rational factors—including traditional religious values—have remained
powerful forces in urbanizing and industrializing societies.*? Sociologists,
psychologists, and economists studying complex organizations have both
questioned the pervasiveness of rationality and stressed the centrality of
cognitive factors—including religious beliefs—in shaping organizational
structures and processes.” Nonprofits researchers, in examining the
organizational dimensions of culture, education, health, human services,
and other eleemosynary activities, have suggested the extent to which the
development of economic life has been inextricably linked to values and
service infrastructures which produced the skills, values, and services
essential to orderly market exchange and ordered public life.>* In recent
years, these critiques of conventional economic rationalism created a richer
and more comprehensive understanding of the interrelationships between
economic, political, and social domains. These domains all exist under the
encompassing concept of civil society, which Francis Fukuyama has
described as “a complex welter of intermediate institutions, including
businesses, voluntary associations, educational institutions, clubs, unions,
media, charities, and churches” which build “on the family, the primary

31. STEPHENJ. GOULD, EVER SINCE DARWIN: REFLECTIONS IN NATURAL HISTORY
10 (1977).

32. See generally THOMAS BENDER, COMMUNITY AND SOCIAL CHANGE IN AMERICA
(1978).

33. See generally THE NEW INSTITUTIONALISM IN ORGANIZATIONAL ANALYSIS
(Walter W. Powell & Paul J. DiMaggio eds., 1991); Paul J. DiMaggio, Constructing an
Organizational Field as a Professional Project: U.S. Art Museums, 1920-1940, in THE
NEW INSTITUTIONALISM IN ORGANIZATIONAL ANALYSIS 267 (Walter W. Powell & Paul
J. DiMaggio eds., 1991); Lynne G. Zucker, Production of Trust: Institutional Sources
of Economic Structure, 8 RES. ORGANIZATIONAL BEHAV. 53 (1986).

34. See generally THE NEW INSTITUTIONALISM IN ORGANIZATIONAL ANALYSIS,
supra note 33; DiMaggio, supra note 33; Zucker, supra note 33.
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instrument by which people are socialized into their culture and given the
skills that allow them to live in broader society and through which values
and knowledge of that society are transmitted across the generations.”*

The emergence of civil society as an analytical construct is of more
than academic interest. The collapse of world communism and the effort
to promote capitalism and democracy in the Second World has forced
policymakers to confront the interdependency of economic, political, and
social systems: Markets depend not only on legal and government
infrastructures which sanctioned individual ownership of property and free
exchanges of goods and services, but also upon mechanisms of social
control based on compliance and choice, rather than coercion.’® This has
fostered the understanding that social and political institutions are not
merely epiphenomena of economic life, but may be of equal or greater
importance, both as causes and consequences. Grasping the full extent of
interdependency has important pragmatic implications for public policy -
because it greatly enlarges the capacity of decision-makers to project and
envision both the outcomes of their actions, providing them with a wide
range of tools for shaping societies, polities, and economies.

The effort to create modern societies in the Second and Third Worlds
has led, inevitably, to a reexamination of our own public culture. Although
this effort has focused largely on social issues—the nature and quality of
community life and civic participation—it clearly needs to be extended to
a wider range of phenomena, since social and political behaviors are
inextricably entwined with economic life.>’

IV. CIVIL SOCIETY AND CORPORATE CITIZENSHIP

Viewing business from a civil society perspective has important
implications for understanding corporate citizenship. First and foremost,
it requires attention not to the trajectory of particular firms, but to the
market. This attention must focus both on “the larger interactive system
composed of competing firms, consumers, and sets of organizations that,
on the one hand, provide the resources necessary for production and, on

35. FrRANCIS FUKUYAMA, TRUST: THE SOCIAL VIRTUES & THE CREATION OF
PROSPERITY 4-5 (1995).

36. See generally ROBERT D. PUTNAM, MAKING DEMOCRACY WORK: CiIVIC
TRADITIONS IN MODERN ITALY (1993) [hereinafter PUTNAM, MAKING DEMOCRACY
WORK]; Robert D. Putnam, Bowling Alone: America’s Declining Social Capital, 6 J.
DEMOCRACY 65 (1995) [hereinafter Putnam, Bowling Alone].

37. See generally PUTNAM, MAKING DEMOCRACY WORK, supra note 36; Putnam,
Bowling Alone, supra note 36.
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the other, absorb what a firm produces”**—and on the system of social and
political institutions which produce the values, skills, and rules essential
to orderly exchanges of goods and services. Viewed from this
perspective, the vitality of the system consists not in the profitability of
particular firms, but in the capacity of the system to continuously give rise
to new firms, new products, and new economic relationships. Another
source of vitality is the ability of the system to sustain a host of non-
economic institutions—those governmental and legal infrastructures and
formal and informal sources of human and social capital which make
possible both ordered economic activity and orderly public life, and the
capacity of economic institutions themselves to become producers of social
capital.

Historian Martin Sklar, in his masterful interpretation of institutional
transformation at the end of the nineteenth century, framed the complexity
and breadth of the issue by pointing out that economic activity:

[Plresupposes, and is permeated by, a complex mode of
consciousness, that is, by ideas and ideals about deliberate
calculation of ends and means with respect to other persons; about
the shape of society, its approved goals and moral standards; and
about the law and jurisprudence, party politics, and the range and
limits of government authority. Business activity presupposes,
and is permeated by, expectations about one’s own and other
persons’ character structure, values, and normal behavior,
particularly as they relate to broader social relations in which
some persons are taken to be superiors, some equals, and some
subordinates—as they relate, that is, to social hierarchy. Singly
and together, these expectations, ideas, and values are integral to
activity pursued for pecuniary gain—for making profit and
accumulating capital through private discretionary
investment—and, in more general terms, pursued with a view to
growth and development of firm and nation.*

Although it is usually beyond the capacity of any individual or group
of individuals to control the overall character of the aggregate of
economic, political, and social activity in market democracies, this does
not mean that individuals and groups do not seek to do so or do not frame
their specialized endeavors in terms of larger goals. As this paper will
suggest, there is persuasive evidence that nion-economic motives are as

38. Carl Milofsky, Neighborhood-Based Organizations: A Market Analogy, in THE
NON-PROFIT SECTOR: A RESEARCH HANDBOOK 277 (Walter W, Powell ed., 1987).

39. MARTIN J. SKLAR, THE CORPORATE RECONSTRUCTION OF AMERICAN
CAPITALISM, 1890-1916: THE MARKET, THE LAW, AND POLITICS 8 (1988).
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likely as acquisitiveness to drive economic activity: that governmental and
legal infrastructures and the formal and informal sources of human and
social capital which make ordered economic activity possible developed not
as incidental by-products of or superstructures on the economic order, but
emerged at the same time and often under the same auspices. The co-
existence and convergence of economic and non-economic institutions is
not an artifact of retrospection. The historical actors themselves were
explicit and articulate in setting forth the interdependency of business and
civil society.

V. AMERICAN BUSINESS AND THE CREATION OF CIVIL SOCIETY

When reading the writings of the Founding Fathers, one is struck by
the clarity and breadth of their understanding of public life. The
Federalist Papers project in almost prescient detail the consequences of
governmental arrangements.” Hamilton’s writings on the creation of a
national economy* (and Jefferson’s critiques of those proposals)** display
a similarly sophisticated grasp of the interrelationship between economic
policy and political and social outcomes.

The Founders not only understood that our hard-won independence
from England would be short-lived unless we created political and
economic institutions that could place the new nation on a firm and free-
standing foundation, but also that the unprecedented effort to establish and
maintain republican government required the establishment of political,
legal, economic, and cultural institutions which embodied republican—not
feudal or monarchical—ideals.” Nowhere is this understanding more clear
than in the efforts of certain states, most notably Virginia, to expunge
embedded feudal values through a “revisal” of their laws.*

Though less well-known, the pronouncements of the Founding Fathers
of American culture and economic life show a similar quality of
understanding. In the 1780s, Noah Webster, pioneer lexicographer and
author of schoolbooks, defined his cultural task in terms of its political
consequences: “America must be as independent in literature as she is in

40. See generally THE DEBATE ON THE CONSTITUTION: FEDERALIST AND
ANTIFEDERALIST SPEECHES, ARTICLES, AND LETTERS DURING THE STRUGGLE OVER
RATIFICATION (Bernard Bailyn ed., 1993) [hereinafter THE DEBATE ON THE
CONSTITUTION].

41. See generally id.

42, See generally 11-12 THE PAPERS OF THOMAS JEFFERSON (Julian P. Boyd et al.
eds., 1950).

43. See generally THE DEBATE ON THE CONSTITUTION, supra note 40.
44. See generally 1 THE PAPERS OF THOMAS JEFFERSON, supra note 42, at 329-65.
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politics, as famous for arts as for arms.”* “The author wishes to promote
the honour and prosperity of the confederate republics of America,” he
wrote in the introduction to his 1783 “Blue-Backed Speller.”*

This country must in some future time, be as distinguished by the
superiority of her literary improvements, as she is already by the
liberality of her civil and ecclesiastical constitutions. Europe is
grown old in folly, corruption, and tyranny—in other countries
laws are perverted, manners are licentious, literature is declining
and human nature debased. For America in her infancy to adopt
the present maxims of the old world, would be to stamp the
wrinkles of decrepid age upon the bloom of youth and to plant the
seeds of decay in a vigorous constitution. American glory begins
to dawn at a favourable period, and under flattering
circumstances. We have the experience of the whole world before
our eyes; but to receive indiscriminately the maxims of
government, the manners and the literary taste of Europe and
make them the ground on which to build our systems in America,
must soon convince us that a durable and stately edifice can never
be erected upon the mouldering pillars of antiquity. It is the
business of Americans to select the wisdom of all nations, as the
basis of her contributions—to avoid their errours—to prevent the
introduction of foreign vices and corruptions and check the career
of her own,—to promote virtue and patriotism,—to embellish and
improve the sciences,—to diffuse an uniformity and purity of
language,—to add superior dignity to this infant Empire and to
human nature.*’

Webster, Hamilton, Jefferson, and the other Founders understood that
republican governmental institutions required supportive legal, political,
social, and economic institutions.** This understanding of the need to
actively mold the larger setting in which business operated was evident in
Whitney’s activities—which, with the American economy in its infancy in
the 1790s, involved not only raising capital, inventing machinery, and
finding a market for what he produced, but also creating a workforce.
“The fact is,” Whitney wrote to the Secretary of War, “I have not only

45. THE AUTOBIOGRAPHIES OF NOAH WEBSTER: FROM THE LETTERS AND ESSAYS,
MEMOIR, AND DIARY (Richard M. Rollins ed., 1989).

46. Id. at 78.
47. Id. at 78-79.
48. See generally THE DEBATE ON THE CONSTITUTION, supra note 40.
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the Arms but a large portion of the Armorers to make.” Whitney
understood financial and technological initiatives were not enough; his
enterprise also required human and social capital.

When Whitney built his factory, few states outside of New England
required towns to maintain schools.”® The result of this public indifference
to education was that industrial pioneers like Whitney, if they wanted a
workforce, had to create it. Farm boys and apprentices—many of them
illiterate, few of them familiar with machines, none of them accustomed
either to following instructions or to taking responsibility for
themselves—had to be taught not only to read, write, and count, but also
the rudiments of self-discipline and dependability. To do this, Whitney
established a school in his factory village and, among his many other
responsibilities, took a personal hand in educating his workforce.!

Whitney’s efforts had a multiplier effect; he not only educated his
workers, he empowered them.> The young men he trained, possessing
unique skills and knowledge, were ardently courted by other employers.*
Many of Whitney’s workers went on to start their own ventures and
became employers themselves. In this sense, they helped to spread both
the new industrial technology and ideas about the public responsibilities of
business.**

Eli Whitney’s educational efforts were hardly unique. By the 1840s,
many American manufacturers took on broad responsibilities for the
welfare of their employees.”® The great mills of Massachusetts were as
notable for the quantity and quality of textiles they produced as for the
educational and recreational opportunities they provided for their
workers.”® But business’s public commitment went beyond educating
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54, See id.

55. See id.

56. See generally JOHN COOLIDGE, MILL AND MANSION: A STUDY OF
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employees. Because their wealth and economic influence propelled them
to leadership in their communities, businessmen were extraordinarily active
not only in founding and supporting private institutions, but in promoting
a variety of public causes including education, libraries, and charities
reform.> By the 1850s, Massachusetts and Connecticut—the leading
industrial states—had also become the nation’s educational leaders,
pioneering the establishment of publicly-supported secondary schools that
would serve as models for the rest of the country.*®

In the years after the Civil War, the linkage between civil society and
economic development were especially salient to business leaders. A
major theme of the “reconstruction” of the defeated South was the creation
of a New England-type civil society—complete with free public schools
and voluntary associations—which was viewed as a pre-condition for a
vital economy based on free labor.”® In the North, the emergence of the
modern research university—an initiative almost wholly underwritten by
Boston’s industrial elite—was based on a clear understanding of the
interrelationships between expertise, technology, and economic growth.®

As tycoons like Rockefeller, Morgan, and Carnegie were creating a
national economy, they were all keenly aware that the task required far
more than economic action. Andrew Carnegie’s influential rationale for
philanthropy, Wealth, was based on a thoughtful analysis of the conditions
necessary for continuing economic progress.®! Carnegie recognized that

(1931).
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large scale industry, in altering the fundamental character of economic life,
had also transformed political and social relationships.®

The concentration of wealth and power in the hands of a few was, in
Carnegie’s view, the inevitable consequence of advanced industrial
development.® This process, which advanced to the forefront men “with
a genius for affairs,” was not a bad thing as long as the process did not
become “clogged by layers of prescription.” If capitalism were to be
self-renewing, means must be created to ensure that traditional equality of
condition, which was no longer possible in the industrial setting, be
replaced by equality of opportunity.®

This shift required not only progressive taxation—to ensure the
circulation of capital—but also proactive social investments which would
ensure the continuation of the competitive processes essential to continuing
economic progress.”® “The best means of benefiting the community,”
Carnegie urged his fellow millionaires, “is to place within its reach the
ladders upon which the aspiring can rise.”® In Carnegie’s view, the
responsibility for remedying the evils of the industrial economy lay with
those who had created it—the “men with a genius for affairs” who, if the
system were to survive, had to be willing to wisely administer their
wealth, devoting it to “institutions of various kinds, which will improve
the general condition of the people; in this manner returning their surplus
wealth to the mass of their fellows in the forms best calculated to do them
lasting good.”®

Neither Carnegie nor his contemporaries restricted their benevolence
to money giving. Their use of new cost-accounting techniques led them
to understand the relationships between working conditions and
productivity.® This insight not only led many employers to provide
working conditions and benefits calculated to improve employee morale
and productivity (welfare capitalism),® but also to the development of
systematic scientific management based on the empirical analysis of the
dynamic relationships between men and machines. The most notable
advocate of scientific management, Frederick W. Taylor, explicitly linked
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industrial efficiency to a wide range of social and political goals. Efficient
workers, Taylor believed, not only made corporations more prosperous,
but, in raising wages and lowering the cost of production, benefitted
society as a whole.”

The activities of businessmen-reformers went well beyond the firm and
the marketplace. They also fundamentally transformed public life.
According to Peter Drucker, Cleveland businessman Mark Hanna, who
took control of the Republican Party in the 1890s, “invented a new
political integration in which major economic interests” were “held
together by their common interest in what we would now call economic
development. ™!

Stressing cooperative relationships between labor and capital, Hanna’s
new public order averted the class politics which typified political life in
other industrialized countries—and did so not merely through political and
governmental means but through the creation of a new public and private
infrastructure of interrelated social, political, and economic institutions.”

VI. THE CORPORATE RECONSTRUCTION OF AMERICAN LIFE

By the 1920s, most businessmen had come to believe that long-term
profitability required a stable, self-sustaining and self-renewing economy;
and that this, in turn, required sustained and generous investment in human
capital.”

The rationale for these extraordinary initiatives required more than a
mere desire to “do good.” Instead, using techniques of statistical analysis
and market research drawn from the social and sanitary survey activities
of the Progressive reform movement, forward-looking business managers
were able to demonstrate that high volume sales of low-priced items to the
mass of consumers would yield greater profits than low-volume sales of
high-priced products to other corporations. Mass production, mass
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distribution, mass education through advertising, and the creation of credit
machinery which made possible a middle-class lifestyle for the majority of
Americans would not only yield greater profits, but would, at the same
time, make it possible to improve the lives of millions of Americans.”
Empowering employees economically through higher wages, educating
them through corporation-sponsored school curricula and public service
advertising were the basis of the consumer economy. Initiatives of this
kind made possible the attainment of central Progressive goals in the fields
of public health and nutrition. They not only taught consumers how to
purchase, prepare, and preserve healthy food and to develop good habits
of personal hygiene, but also to purchase at reasonable prices the
appliances—the stoves, refrigerators, tubs, and sinks—needed to realize
these ideals.

The clearest articulation of the scope and scale of this new order can
be found in Herbert Hoover’s 1922 book, American Individualism.” A
university-trained, millionaire engineer and businessman-turned public
servant, Hoover was in many ways typical of the new generation of public
managers which emerged after the turn of the century. Beginning with a
candid acknowledgement of the great inequalities and injustices caused by
modern industry, Hoover sought to frame a new conception of progressive
individualism which would reconcile traditional democratic and Christian
values to the realities of advanced capitalism.” Recognizing, like
Carnegie, that inequality was the inevitable consequence of industrialism,
Hoover believed that equality of opportunity, combined with an ethos of
service and cooperation which acknowledged the interdependence of all
Americans, would lead to a new social and economic order.”

While there was little new in these ideas—many of which could be
found in the writings of other business reformers forty years earlier’*—the
real difference lay, as Hoover pointed out, in the fact that this new order
was already taking form—and that business itself was the most powerful
force behind its emergence.”
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Hoover believed that the separation of ownership and management was
bringing economic enterprise increasingly under the control of managers
“more sensitive to the moral opinions of the people”* and who recognized
the “right of property not as an object in itself.”®! These managers, he
argued, “themselves employees of . . . great groups of individual
stockholders, or policy holders, reflect a spirit of community
responsibility.”® This was not mere idealism, but a pragmatic recognition
of the fact that the success of an economy based on mass production and
distribution required economic empowerment of the masses.®* This
depended on ,

organizations for advancement of ideas in the community for
mutual cooperation and economic objectives—the chambers of
commerce, trade associations, labor unions, bankers, farmers,
propaganda associations, and what not.

[Elach group is a realization of greater mutuality of interest,
each contains some element of public service and each is a school
of public responsibility.®

Organizations promoting economic cooperation worked in connection
with other kinds of voluntary organizations for altruistic
purposes—associations for advancement of public welfare, improvement,
morals, charity, public opinion, health, clubs and societies for recreation
and intellectual advancement—to combine self-interested pursuits with
higher values of cooperation and public service.*

A self-made man himself, Hoover repeatedly stressed that society
“must stimulate leadership from its own mass.”® “[L]eadership cannot,”
he wrote, “be replenished by selection like queen bees, by divine right or
bureaucracies, but by the free rise of ability, character, and intelligence.”*
Nonetheless, leaders, once in place, had to be free to make decisions on
the basis of “intellect and progress.”®® “Popular desires,” Hoover urged,
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“are no criteria to the real need; they can be determined only by
deliberative consideration, by education, by constructive leadership.”®

Accepting the post of Secretary of Commerce from President
Harding,” Hoover strove through the 1920s to imglement his vision of
self-government by people outside of government.” This effort, which
extolled voluntary cooperation within the community as the best means of
perfecting the social organizations, caring for those in distress, advancing
knowledge, scientific research, education, and, most importantly,
economic life.”> “It is in the further development of this co-operation and
a sense of its responsibility,” he would later write,

that we should find a solution for many of our complex probleins,
and not by the extension of government into our economic and
social life. The greatest function of government is to build up
that cooperation, and its most resolute action should be to deny
the extension of bureaucracy. We have developed great agencies
of co- operation by the assistance of the Government which
promote and protect the interests of individuals and smaller units
of business. The Federal Reserve System, in its strengthening
and support of the smaller banks; the Home Loan banks, in
mobilizing of building and loan associations and savings banks;
the Federal land banks, in giving independence and strength to
land mortgage associations; the great mobilization of relief to
distress, the mobilization of business and industry in measures of
recovery, and a score of other activities are not socialism.... The
primary conception of this whole American system is not the
regimentation of men but the cooperation of free men. It is
founded upon the conception of responsibility of the individual to
' the community, of the responsibility of local government to the
State, of the State to the national Government.”

In this “associative state” government would act as umpire and nexus
for the exchange of information, using “promotional conferences, expert
enquiries, and cooperating committees” rather than “legal coercion, or
arbitrary controls.”™ “[L]ike the private groupings to which it would be
tied,” government agencies would be “staffed by men of talent, vision,
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and expertise, and committed to nourishing individualism and local
initiative rather than supplanting them.”® Ellis Hawley provides a
particularly illuminating example of how Hoover enacted his vision of
public-private partnership:

Hoover’s efforts in the housing field epitomized his vision of
public-private partnership. With the goal of relieving the national
housing shortage, the Building and Housing Division of the
Department of Commerce strove to stabilize the construction
industry, to overcome resistance to mass production and
standardization, to foster city planning and zoning activities, and
to promote the “spiritual values” inherent in widespread home
ownership. To do this, the Division worked through an
organization known as Better Homes in America. Although
originally a promotional activity initiated by a household
magazine, the Deliniator, Better Homes was reorganized as a
public service corporation in 1923. Operating as a “collateral
arm” of the Commerce Department, Better Homes “secured
operating funds from private foundations, persuaded James Ford,
a professor of social ethics at Harvard, to serve as executive
director, and tied the whole apparatus to the Housing Division by
having directors of that agency serve as officers in the new
corporation.” Working through some 3,600 local committees and
a host of affiliated businesses, trade associations, and schools,
Better Homes carried on a massive educational campaign, one that
reached through some 3,600 local committees and a host of
affiliated groups “to provide exhibits of model homes, foster
better ‘household management,” promote research in the housing
field, and generate a greater, steadier, and more discriminating
demand for ‘improved dwellings,” especially for families with
‘small incomes.”” By 1932, Hoover boasted that these initiatives
had led to the construction of 15 million “new and better
homes. "%

The impressive number of businessmen who participated in “New
Era” boards and commissions, both public and private, suggests the broad
appeal of Hoover’s vision of the possibility of a private sector alternative
to socialism that could promote the efficiencies of centralized planning
without stifling individual initiative.*’
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Associational and welfare capitalist activity was not restricted to top
management in national firms like GE and AT&T. Hoover’s associational
network of trade associations and government agencies viewed voluntary
associations operating on the community level as the primary instruments
of social and economic progress. During the 1920s, businesses and their
managers made impressive investments of concern, energy, and resources,
restructuring the public schools, building parks and playgrounds, and
fostering the growth of “character-building” activities like scouting.®®
They devoted a particular commitment to public education—which they
viewed as part of a constellation of community-building institutions.
Throughout the country, school systems were reorganized and became
closely tied to serving the needs of the economy through new curricula
which promulgated not only the values and skills needed to sustain the new
consumer-oriented economy, but which, through home economics, shop,
personal hg'giene and other offerings, actually taught young people how to
consume.®” At the same time, a rich extra-curriculum of athletic teams,
clubs, and special activities helped to transmit values, impart social
discipline, and integrate young people into the economic and social life of
the community.'” These efforts, which interfaced with public-private
partnerships to promote city planning, organized recreation, and character-
building initiatives, were key elements in the building of social capital in
the pre-World War II decades.!”

Businessmen, serving on municipal boards and mustering public
support through voluntary organizations, played leading roles in the
transformation of community life in the years leading up to the Great
Depression.'” In an age when little support from state or federal
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governments was available, municipalities were especially dependent on
business leaders to finance and muster public support for these expensive
initiatives.'® With business taking the lead, a doubting public was
persuaded to pass compulsory school attendance laws and to finance new
schools and programs through taxes and borrowing.'® At the same time
they and their firms played key roles in changing and improving American
living standards. All proceeded from the recognition that economic growth
depended on a variety of non-economic “quality of life” factors: the
availability and cost of housing, a skilled and contented workforce,
up-to-date gubhc utilities, recreation, and freedom from political
corruption.

Thus, in places like Cleveland, Kansas City, and Allentown,
businessmen fostered the growth of civil society and the accumulation of
social capital, working through chambers of commerce, trade associations,
service clubs, organized charities, and local institutions of higher
education. They sponsored surveys of the local economic and social
problems.'® These in turn became the bases for proactive policies which
involved not only business act1v1ty, but also public-private partnerships and
philanthropic initiatives in such fundamental areas of pubhc life as
education, recreation, and city planning.'” Corporate giving and
volunteering, as well as independent and community foundations,
federations of charities, and other eleemosynary ventures underwrltten by
business, played an important role in these cooperative initiatives.'

We have no clear idea of the scale and scope of either business giving
or corporate contributions before 1936, when charitable donations became
tax-deductible.'® However, the fragmentary data that exist are highly
suggestive. The first systematic study of charitable giving was undertaken
by the Cleveland Chamber of Commerce’s Committee on Benevolent
Associations in 1909. The study revealed that of the 3,537 largest donors
to the city’s charities, 800 (23%) were business firms.'"® A 1930 study
conducted for the National Bureau of Economic Research, entitled

103. See generally BRANDES, supra note 69; i—IEALD, supra note 74.
104. See generally BRANDES, supra note 69; HEALD, supra note 74.
105. See generally BRANDES, supra note 69; HEALD, supra note 74.

106. See generally THE LEHIGH VALLEY—AN ILLUSTRATED HISTORY, supra note
68; Peter Dobkin Hall, Philanthropy as Investment, 1982 HIST. EDUC. Q. 185.

107. See generally THE LEHIGH VALLEY—AN ILLUSTRATED HISTORY, supra note
68; Hall, supra note 74.

108. See generally THE LEHIGH VALLEY—AN ILLUSTRATED HISTORY, supra note
68; Hall, supra note 74.

109. See SMITH, supra note 3, at 7.
110. See Hall, supra note 74, at 231.



1997] BUSINESS GIVING AND SOCIAL INVESTMENT IN THE U.S. 813

Corporation Contributions to Organized Community Welfare Services,
shows that corporations gave over $300 million to community chests
between 1920 and 1929."" Analysis of business contributions to Harvard
in the mid-1920s shows that, through a combination of gifts by individual
businessmen, their firms, the trade associations to which their firms
belonged, and the charitable foundations on whose boards they sat, over
35% of gifts came from the business community.!”” The value of
corporate contributions, however, hardly encompasses the full range of
business social action. As noted, businesses also initiated education,
recreation, health-care, and retirement plans. In-kind giving was common,
especially making company facilities available for community events. And
service clubs—the Rotary, Kiwanis, and the Lions—pooled the energies
and resources of smaller businessmen into the civic task.

On the national level, Hoover’s vision of the central role of the private
sectors in shaping the nation’s future appears to have been widely accepted
both in the business and professional communities. This acceptance was
reflected in the emergence of a remarkably coordinated network of private
organizations that included progressively managed corporations, corporate
and independent foundations, policy institutes, privaté universities, and
intermediary bodies including trade associations and scholarly bodies like
the National Bureau of Economic Research, the American Council of
Learned Societies, and the Social Science Research Council. Among the
more important efforts of these linked organizations were the National
Research Fund, which involved a $10 million commitment from major
corporations to underwrite basic scientific research in the universities, "
and the President’s Research Committee on Social Trends, which was a
comprehensive attempt, using scholarly teamwork, to accurately assessthe
present and future direction of American life in the twentieth century.'*
Though a federally sponsored effort, the Committee’s work was funded by
the Rockefeller Foundation and staffed by the Social Science Research
Council.'*

The Great Depression posed a severe test for civil society, business,
and ties between the two—though the impact of the catastrophe varied
significantly from place to place. The resiliency of communities seems to
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have been profoundly shaped by the strength of businesses’ willingness to
cooperate with one another and work with voluntary associations and
informal institutions. In Allentown, Pennsylvania, for example,
businesses, voluntary associations, and neighborhoods worked together to
keep the city’s banks solvent and to provide jobs and assistance to the
unemployed. Families took care of their own, often taking unemployed
relatives into their homes and providing jobs in family businesses.
Children delayed marriage, staying at home and, if employed, contributing
to the support of their families. Neighbors helped one another, both
through informal charity and by participating in such programs as “Man-a-
Block” campaigns (through which the jobless were hired by neighbors to
do odd jobs) and by making vacant lots available for gardens. Clubs and
fraternal organizations provided jobs and material assistance for their
members. Many employees helped keep their employers solvent by
voluntarily accepting pay reductions and longer hours and by sharing jobs
with colleagues who would otherwise have had to be laid off.!'® Trade
associations played a crucial role in keeping businesses afloat: the
Chamber of Commerce stepped up its efforts to attract new enterprises to
the city and encouraged citizens to spend money locally, arranging special
sales, window shopping nights, trade shows, and free street car rides to
the center city shopping district. The efforts of the Allentown Clearing
House Association, the banking trade group, facilitated the merger of
weaker and stronger institutions with such effectiveness that no major bank
in the city failed.’”” Allentown actually rounded out the 1930s with more
companies in business than it had in 1929.

Ultimately, however, the scale of the economic catastrophe
overwhelmed many communities.'’® Even in places like Allentown,
federal programs to a significant extent took the place of business in
providing jobs, emergency assistance, and other resources to the
community. Nonetheless, the constellation of informal and voluntary
associations created during Hoover’s New Era remained intact and
continued to play central roles in community life into the 1960s.

Nationally, the Depression and the rise of organized labor forced
many firms to abandon their social commitments. Corporations like GE,
Eastman Kodak, Ford, US Rubber, US Steel, and others that had
demonstrated serious social concerns responded to the Depression by
attempting to sustain their social commitments. Many set up loan and
unemployment benefit funds, while pledging to maintain wage levels and,
where possible, to share tasks among their workers. Corporate
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contributions to community chests reached record levels in 1932.'"
However, it became increasingly clear, as Charles Schwab of Bethlehem
Steel admitted in the spring of 1932, that “[n]Jone of us can escape the
inexorable law of the balance sheet.”'® In the deepening economic crisis,
the resources of corporations could no longer be devoted to purposes not
essential to their survival.

Franklin Delano Roosevelt’s first efforts to promote recovery
attempted to salvage Hoover’s associational system. The creation of the
National Recovery Administration (“NRA”) in 1933 was in many ways
less a departure from the business thinking of the 1920s than a fulfillment
of it. To be sure, many of the pillars of the New Era, including Hoover
himself, disavowed Roosevelt’s system of government-fostered
cooperation, just as they decried direct federal aid to the unemployed.'!
But many business leaders, like Gerard Swope of General Electric, were
enthusiastic backers of the plan.'? The most important aspect of the NRA
from the standpoint of business social investment was its emphasis on the
preeminence of the role of the private sector in the provision of welfare
services.'?

The Supreme Court’s 1935 decision declaring the NRA
unconstitutional,'** combined with rising challenges to the New Deal from
the left (especially from Huey Long’s populist “share-our-wealth”
campaign)'® and deepening hostility to the New Deal in the business
community,'?® led the Roosevelt administration to shift its rhetoric and
policy. In 1935, Roosevelt spearheaded a major tax reform which featured
steeply progressive rates for the wealthy and for business corporations.'”
Intense lobbying from the Community Chest persuaded the President to
include in the reform incentives to stimulate corporate charitable
contributions.'?® The deductibility of corporate charitable contributions did
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not produce a flood of benevolence, not only because few corporations
were prosperous enough to engage in large-scale philanthropy, but also
because they were constrained by law from doing so.’

The second World War, which generated huge profits for American
corporations, and post-war concerns about the growth of big government,
stimulated new interest in giving and social investment.” In the early
1950s, a group of major corporate leaders brought a suit which eliminated
legal obstacles of corporate philanthropy.™! These efforts were driven by
a range of motives, chief among them a desire to expand the political
influence of business and to maintain the free enterprise system—though
such self-interested concerns were generally cloaked in a philanthropic
rhetoric which stressed ties between philanthropy and profitability. After
the war, many companies set up grant-making foundations and, by the
1960s, corporations were giving more than a billion dollars a year to
charity—chiefly to education.*

By the late 1960s, in response to rising public concern about
environment, poverty, and race, some firms went beyond giving,
permitting social concerns to influence personnel, plant location and
marketing decisions. These were seldom proactive initiatives, they were
responses to public demand. However well-intentioned, they often lacked
any demonstrable connection to productivity, profitability, or the other
core purposes of business firms. And, as political liberalism came under
attack in the 1970s, the weakly reasoned rationale for corporate social
responsibility became ever harder to defend. As noted, liberal corporate
policies came under further attack with the rise of the New Right, the
increasing acceptability of the ideas of extreme conservative economists
like Milton Friedman,'* and the growing influence of right-wing religious
groups which rabidly opposed institutional charity.'*

VII. CONCLUSION

The decline of corporate social responsibility policies and practices
after the mid-1980s can be attributed not only to the failure of political
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liberalism, but to the inability of the proponents of business giving and
social investment to articulate persuasive rationales for such activities.
Tax incentives proved insufficient to fuel large-scale corporate
commitments (as Hayden Smith’s 1983 study shows, companies with deep
commitments to social responsibility often contributed at levels greater
than could be justified by tax savings, while companies lacking such
commitments did not bother to take advantage of potential savings).™

Proponents of corporate responsibility never succeeded in
demonstrating linkages between profitability and benevolence (the
performance of ethically-invested mutual funds, for example, could never
be shown to be superior to the performance of those without ethical
concerns).

It would be a mistake, however, to consider the failure of these
conventional rationales as an exhaustion of the possibilities for constructing
new and more credible arguments in favor of corporate responsibility. As
this paper has tried to suggest, more searching and historically-informed
examinations of the fundamental character of capitalism—not merely as an
economic system, but as a culture—offers a wealth of understandings about
the interrelationships of economic, social, political, and governmental
institutions. These have considerable promise as foundations for new and
more powerful arguments in favor of business activism.
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