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Chapter Five

Corporate Social 
Responsibility
Merck & Co., Inc.

Corporate social responsibility takes many forms. The story that follows stands out as
extraordinary.

For centuries river blindness, or onchocerciasis (on-ko-sir-KYE-a-sis), has tortured
humanity in tropical regions. The disease is caused by a parasitic worm that lives only
in humans. People are infected by the worm’s tiny, immature larvae when bitten by
the female black fly, which swarms near fast-moving rivers and streams. The larvae
settle in human tissue and form colonies, often visible outside the body as lumps the
size of tennis balls, where adults grow up to two feet long. Mature adults live for 7 to
18 years coiled in these internal nodes, mating, and releasing tens of thousands of
microscopic new worms. These offspring migrate from the internal nodes back to the
skin, where they cause disfiguring welts, lumps, and discoloration along with an in-
sistent itch that has driven many sufferers to suicide. Eventually, they move into the
eyes, causing blindness. The cycle of infection is renewed when black flies bite a per-
son with onchocerciasis, ingesting blood containing tiny worms, then bite uninfected
individuals, passing on the parasite.

More than 18 million people have the disease, most of them in the river regions of
some of the poorest African nations. Among these people, 500,000 have impaired vi-
sion and 350,000 are blind. The disease saps economies by blinding and enervating
workers and by driving farmers away from fertile, riverside land.

Until recently, no practical treatment for river blindness existed. Thirty years ago the
World Bank began pesticide spraying to kill the black fly, but it was a frustrating job.
Winds can carry flies up to 100 miles from wet breeding grounds. And scientists esti-
mate that the breeding cycle has to be suppressed for 14 years to stop reinfections.

In 1975 scientists at Merck discovered a compound that killed animal parasites. By
1981 they had synthesized it and introduced it as a veterinary drug. But they had a
strong hunch it also would be effective in humans against Onchocerca volvulus, the
river blindness parasite.

Merck faced a hard decision. It cost an average of $230 million to bring a new
drug to market and more to manufacture it later.1 Yet the people who had the disease

1 David Bollier, Merck & Company (Stanford, CA: Business Enterprise Trust, 1991), p. 5.
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were among the world’s poorest. Their
villages had no doctors to prescribe it.
Should Merck develop a drug that
might never be profitable? The com-
pany chose to go ahead, largely be-
cause humanitarian and scientific goals
motivated its researchers, and restrain-
ing them in a corporate culture that
prized innovation was awkward. Man-
agers reasoned that donations from
governments and foundations could
pay much of the cost later.

Clinical trials of the drug, called iver-
mectin, confirmed its effectiveness. A sin-
gle low dose calibrated to body weight
and taken once a year dramatically re-

duced the population of the tiny worms migrating through the body and impaired
reproduction by adult parasites, alleviating symptoms and preventing blindness.2

Eventually, it became clear that neither those in need nor their governments could
afford to buy ivermectin. So in 1987 Merck decided that it would manufacture and
ship it at no cost to areas where it was needed for as long as it was needed to control
river blindness. The company asked governments and private organizations to set up
distribution programs.

Since then, Merck has given away more than 1 billion tablets in treatment pro-
grams put together by the United Nations and the World Bank.3 One program in
the 11 African nations where the disease is most endemic is estimated to have pre-
vented 600,000 cases of blindness so far and returned millions of acres of fertile
land to production. In the Nigerian state of Ebonyi, for example, the infection rate
dropped from 65 percent in 1997 to only 10 percent in 2004.4 Because the black
fly is so persistent and adult parasites in the body survive yearly doses of iver-
mectin, river blindness will not soon be eliminated.5 But within the next decade the
Merck donation program will protect millions of people from new infection and
blindness.

For a drug company to go through the new drug development process and then
give the drug away was unprecedented. However, Merck’s management believes
that although developing and donating ivermectin has cost hundreds of millions of
dollars, humanitarianism and enlightened self-interest vindicate the decision.

Few corporations have such a singular opportunity to drive evil from human life
and the mind-set to take advantage of it, but most firms today go beyond normal
business to enrich society in some way. Merck’s donations of medicine are a stellar
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In countries
ravaged by
river blindness,
the blind some-
times hold
sticks and fol-
low the lead of
children. Merck
commissioned
this bronze
sculpture for
the lobby of its
New Jersey
headquarters,
where top
executives
pass by each
day. It symbol-
izes Merck’s
commitment to
make medicine
for the good of
humanity. Be-
cause of Merck’s
unprecedented
donation of a
river blindness
drug, such
scenes are no
longer common.
Photo courtesy of
Merck & Co., Inc.

2 Mohammed A. Aziz et al., “Efficacy and Tolerance of Ivermectin in Human Onchocerciasis,” The Lancet,
July 24, 1982.
3 James B. Russo and Albert I. Wertheimer, “Pharm Aid,” Pharmaceutical Executive, April 2004, p. 40.
4 Chinedu Eze, “Ebony Records Reduction in River Blindness,” This Day, March 2, 2004, p. 1.
5 “River Blindness,” The Lancet, July 20, 2002, p. 182.
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example of old-fashioned philanthropy the way it has been done in America since the
rise of big companies. The program also pioneered a form of global social action in
partnership with other nations, international organizations, and civil society groups.
In this chapter we define the idea of corporate social responsibility and explain how it
has expanded in meaning and practice over time. The next chapter explains more
about how corporations carry out their social responsibilities.

THE EVOLVING IDEA OF SOCIAL RESPONSIBILITY

Corporate social responsibility is the duty of a corporation to create wealth in ways
that avoid harm to, protect, or enhance societal assets. The term is a modern one.
It did not enter common use until the 1960s, when it appeared in academic litera-
ture. It has no precise, operational meaning. It is primarily a political theory, not a
management or economic theory, because its central purposes are to control and
legitimize the exercise of corporate power.

The fundamental idea is that corporations have duties that go beyond carrying
out their basic economic function in a lawful manner. Here is the reasoning. The
social contract dictates that the overall performance of a firm must benefit society.
Because of imperfections in the market, the firm will not fulfill all its duties, and
may breach some, if it responds single-mindedly to free market forces. Laws and
regulations will correct some market flaws, more in developed nations, fewer in
the less developed. But a zone of discretion inevitably remains and the firm must,
therefore, voluntarily take additional actions to meet its full obligations to society.
What additional actions must it take? These have to be defined in practice by ne-
gotiation with stakeholders. In doing so there is often a struggle between corpora-
tions, their critics, and a range of stakeholders.

Over time, as we will explain, the doctrine has evolved to require more expan-
sive action by companies largely because stakeholder groups have gained more
power to impose their agendas, but also because the ethical and legal philosophies
underlying it have matured to support broader action by managers. The story of
corporate social responsibility begins with Adam Smith.

Social Responsibility in Classical Economic Theory
Throughout American history, classical capitalism, which is the basis for the mar-
ket capitalism model in Chapter 1, has been the basic inspiration for business. In
the classical view, a business is socially responsible if it maximizes profits while
operating within the law, because an “invisible hand” will direct economic activ-
ity to serve the good of the whole.

This ideology, derived from Adam Smith’s Wealth of Nations, is compelling in its
simplicity and its resonance with self-interest. In nineteenth century America, it
was elevated to the status of a commandment. However, the idea that markets har-
ness low motives and work them into social progress has always attracted skep-
tics. Smith himself had a surprising number of reservations about the market’s
ability to protect human welfare.6 Today the classical ideology still commands the
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6 Jacob Viner, “Adam Smith and Laissez-Faire,” Journal of Political Economy, April 1927.
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economic landscape, but, as we will see, ethical theories of broader responsibility
have worn down its prominences.

The Early Charitable Impulse
The idea that corporations had social responsibilities awaited the rise of corpora-
tions themselves. Meanwhile, the most prominent expression of duty to society
was the good deed of charity by business owners.

Most colonial era businesses were very small. Merchants practiced thrift and
frugality, which were dominant virtues then, to an extreme. Benjamin Franklin’s
advice to a business acquaintance reflects the penny-pinching nature of the time:
“He that kills a breeding sow, destroys all her offspring to the thousandth genera-
tion. He that murders a crown, destroys all that it might have produced, even
scores of pounds.”8 Yet charity was a coexisting virtue, and business owners
sought respectability by giving to churches, orphanages, and poorhouses. Their
actions first illustrate that although American business history can be pictured as a
jungle of profit maximization, people in it have always been concerned citizens.9

Charity by owners continued in the early nineteenth century, and grew as great
fortunes were made. Mostly, the new millionaires endowed social causes as indi-
viduals, not through the companies that were the fountainheads of their wealth.
One of the earliest was Steven Girard, a shipping and banking tycoon. When
he died in 1831, the richest person in the nation, he made generous charitable
bequests in his will, the largest of which was $6 million for a school to educate
orphaned boys from the first grade through high school.10 This single act changed
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8 In “Advice to a Young Tradesman [1748],” in The Autobiography of Benjamin Franklin and Selections
from His Other Writings, ed. Nathan G. Goodman (New York: Carlton House, 1932), p. 210. A crown
was a British coin on which appeared the figure of a royal crown.
9 Mark Sharfman, “The Evolution of Corporate Philanthropy, 1883–1952,” Business & Society, December 1994.
10 The school became known as Girard College, which the senior author of this book attended. It still
exists in Philadelphia.

After selling United States Steel for $250 million,
Carnegie retired to devote his life to what he
called “scientific philanthropy.” He found this to
be hard work. Every day he received hundreds of
requests for money. So he developed a set of pri-
orities for giving, listing the areas of worthy proj-
ects in order of their importance to him.7

1. Universities

2. Free libraries

3. Hospitals

4. Parks

5. Concert and meeting halls

6. Swimming baths

7. Churches

Eventually, Carnegie wore out and set up a
philanthropic foundation in New York, endowing
it with $125 million presided over by a staff paid
to cull through the supplicants.

Andrew Carnegie’s Philanthropy

7 Alex Groner et al., The History of American Business and
Industry (New York: American Heritage, 1972), p. 206.
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the climate of education in the United
States because it came before free public
schooling, when a high-school education
was still only for children of the wealthy.

Following Girard, others donated
generously and did so while still living.
John D. Rockefeller systematically gave
away $550 million over his lifetime.
Andrew Carnegie gave $350 million dur-
ing his life to social causes, built 2,811
public libraries, and donated 7,689 or-
gans to churches. He wrote a famous
article entitled “The Disgrace of Dying
Rich” and argued that it was the duty
of a man of wealth “to consider all sur-
plus revenues . . . as trust funds which
he is called upon to administer.”11

However, Carnegie’s philosophy of
giving was highly paternalistic. He be-
lieved that big fortunes should be used
for grand purposes such as endowing
universities and building concert halls

like Carnegie Hall. They should not be wasted by paying higher wages to workers
or giving gifts to poor people; that would dissipate riches on small indulgences
and would not, in the end, elevate the culture of a society. Thus, one day when a
friend of Carnegie’s encountered a beggar and gave him a quarter, Carnegie
admonished the friend that it was one of “the very worst actions of his life.”12

In this remark, Carnegie echoed the doctrine of social Darwinism, which held that
charity interfered with the natural evolutionary process in which society shed its less
fit to make way for the better adapted. Well-meaning people who gave to charity in-
terfered with the natural law of progress by propping up failed examples of the hu-
man race. The leading advocate of this astringent doctrine, the English philosopher
Herbert Spencer, wrote the following heartless passage in a best-selling 1850 book.

It seems hard that a laborer incapacitated by sickness from competing with his
stronger fellows should have to bear the resulting privations. It seems hard that
widows and orphans should be left to struggle for life or death. Nevertheless, when
regarded not separately, but in connection with the interests of universal humanity,
these harsh fatalities are seen to be full of the highest beneficence—the same benefi-
cence which brings to early graves the children of diseased parents and singles out
the low-spirited, the intemperate, and the debilitated as the victims of an epidemic.13
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11 Andrew Carnegie, The Gospel of Wealth (Cambridge, MA: Harvard University Press, 1962), p. 25;
originally published in 1901.
12 Quoted in Page Smith, The Rise of Industrial America, vol. 6 (New York: Penguin Books, 1984), p. 136.
13 Herbert Spencer, Social Statics (New York: Robert Schalkenbach Foundation, 1970), p. 289; first published
in 1850, p. 289.
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