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Don't confuse business with welfare
As a businessman who is also chairman of the Hong Kong Council of Social Service, I am quite proud of the Caring Company award, which the council launched seven years ago. To date, 1,765 Hong Kong companies and organisations have qualified for this recognition of good corporate citizenship. Many of the projects that firms are involved with, such as partnerships that bring employee volunteers and the underprivileged together, are inspiring.
But receiving the Caring Company award does not automatically make a company some sort of saint. Businesses ultimately exist to serve their shareholders' interests, and even most of the social welfare leaders involved with the award recognise this. But it was not surprising that activists and politicians took the opportunity to protest recently when PCCW, which was reportedly preparing to lay off staff, was among companies being recognised for having received the award for five years.
Some of the protesters claimed that no company should lay off staff as long as it was still profitable. This shows how little some protesters understand business. Profit tells you relatively little. My company reported a heavy loss in its last financial announcement, but we are still confident enough in our future to promise not to lay anyone off this year. Other companies may have been profitable, but now face changes in markets and technology, and have no choice but to shed people. Plummeting demand for investment products is hitting banks hard, for example, and they cannot always deploy staff elsewhere. Would firms hire in the first place if they could never let people go?
Unfortunately, it is not only populist politicians who confuse businesses with welfare agencies. Some senior members of the government are under a lot of political pressure, and are trying to shift it onto the business sector by openly urging companies to avoid layoffs. They are afraid of possible hostility in the press and on the streets.
As it happens, our unemployment rate is still lower than in many other economies, and much of our economy is relatively healthy compared with the disasters facing many American and European industries. Also, most of our bigger employers do not have the brutal approach to cost cutting found in many American companies. Many of our family-run firms have a traditional culture of avoiding layoffs even when times are hard (just as they avoided the high-risk, short-term bonus culture in supposedly more sophisticated western companies).
This does not mean that Hong Kong companies will not find it hard to maintain principles of corporate social responsibility in hard times. It is not too difficult to meet the criteria for a Caring Company award during a boom, but a recession can be a serious test of a company's commitment.
Criticising a company for laying people off may be unfair because the survival of the business as a competitive entity may be at stake. But how a company lets people go is another matter. Has the management made efforts to respect workers' feelings and to offer assistance? That is where caring comes in. There is no pleasant way to downsize, but public opinion will be especially harsh if a company seems to behave insensitively. Of course, shareholders will suffer, too, if a company's reputation is damaged.
Some firms in Hong Kong do not always behave well. We see this in areas of corporate governance and the treatment of minority shareholders as well as workers or customers. The Caring Company award was not intended to address these aspects of corporate behaviour: the idea was to build bridges between the business world and parts of our community that are left behind.
These companies, though a small minority, hurt the reputation of the business community as a whole. People asking why they should have a Caring Company award are making a valid point, and the Council of Social Service is listening.
