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Some twenty years ago, Harvard Business School economist and strategy professor Michael Porter challenged
conventional wisdom about the impact of environmental regulation on business by declaring that well-designed
regulation could actually enhance competitiveness. The traditional view of environmental regulation held by
virtually all economists until that time was that requiring firms to reduce an externality like pollution necessarily
restricted their options and thus by definition reduced their profits. After all, if profitable opportunities existed
to reduce pollution, profit—-maximizing firms would already be taking advantage of them. Over the past twenty
years, much has been written about what has since become known simply as the Porter Hypothesis.

31 : Ambec, S., Cohen, M. A, Elgie, S., & Lanoie, P. (2013). The Porter hypothesis at 20: can environmental

regulation enhance innovation and competitiveness?. Review of environmental economics and policy, 7(1), 2-22.

2LITOXELXAAREIZRE (BAA308)  On March 12, 2014, the Bloomberg News headline read Gash
Abroad Rises $206 Billion as Apple to IBM Avoid Tax. The article goes on to note that U.S. multinational
corporations “have accumulated $1.95 trillion outside the U.S., up 11.8 percent from” last year, with the
offshore profits of Apple Inc., Microsoft Corp., and International Business Machines Corp. comprising 18.2%
($37.5 billion) of the total increase. 5|F:Kaye, T. A. (2014). The offshore shell game: US Corporate Tax

Avoidance through profit shifting. Chap. L. Rev., 18, 185.
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