
5. There is a compelling 'market failure' argument for governmeflt intervention. At one

level, firms identify corporate social responsibility as a source of competitive
advantage and hence are willing to invest time and money to ensure a leadership

position. But at another level, private firmns need social legitimacy to operate
effectively both at home and abroad. This legitimacy is built up slowly over time, in

response to the concrete actions of ail companies working within a local area.

Because building this social legitimacy takes time and money and because it benefits

ail companies regardless of whether they have contributed to, it or not, there is a short.

mun incentive for companies to 'free ride' on the aura of social responsibility
established by other firms. This is especially true where governiance structures in host
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