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ABSTRACT 
 

Corporate Social Responsibility (CSR) is a growing global phenomenon amongst almost 

every corporate organisation whose primary aim is of profit. With this growing trend, there 

arises a need to keenly observe the underlying motives of an organisation which drives 

their business activities. This paper aims to contextualise the perspective that CSR 

activities go hand in hand with the overall business ethics of a company. For this purpose, 

the concept of CSR has been analysed from the stakeholder theory point of view and how 

it fits our overall framework of ethics.  
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I. INTRODUCTION  
Business ethics can be defined as a form of professional ethics which deals with the resolution 

of any moral or ethical problems that could potentially arise in a business. This can encompass 

all areas of business conduct and applies to individual conduct and the conduct of the 

organisation as a whole. This can cover areas of any decision making for the business, code of 

conduct for corporations and governance decisions.2 When trying to observe what would 

essentially constitute as business ethics, the conversation moves to the territory of morality and 

what that really implies. Business actions will therefore be measured not in terms of its 

effectiveness but rather on how morally defensive it can be.3 The question that needs to be 

asked is if the norms of business ethics followed just to ensure some level of legal compliance 

or does these norms have the potential to reflect the everyday best practices adopted by that 

particular firm? To answer this, this paper will look into the concept of Corporate Social 

Responsibility in the context of business ethics. This is imperative since the concept of CSR 

has been intrinsically linked to a set of actions based on the ethicality of a business.4 This will 

 
1 Author is a student at Jindal Global Law School, India. 
2 Beverungen,A.,Dunne,S.,Hoedemaekers,C, The financialization of Business Ethics. Business Ethics: A 

European Review, Volume 22 Number 1 (2013). 
3 Beverungen, A., Case,P,  Editorial introduction: where is business ethics?. Business Ethics: A European Review 

Volume 20 Number 1 (2011).  
4 Id 
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also help us understand what do businesses and corporations get out of practising ethical 

behaviour and CSR initiatives since there are certain tangible benefits that accrue out of 

adopting such practises by companies.  

The idea that companies that function for the sake of making profit must have some 

responsibilities to the society is nothing new and has been around for centuries. This is one 

reason for CSR to grow in significance over the years. In general, on the economic aspect of a 

business, the core criteria is to manufacture or produce certain goods and services which is 

marketed as a need or a want to the society at a set price based on market standards in the hope 

of having a continued cycle of the business.5 Another important aspect here is to fulfil their 

duty towards the investors or shareholders. On the other hand, an ethical responsibility of a 

business is the behaviour that society expects from companies towards other stakeholders like 

employees, customers, surrounding community etc. By adopting the normative stakeholder 

theory, businesses and corporations are in one sense “embedded” in our current social and 

biological environment.6 This warrants for businesses to alter their structure and process so that 

they can take some responsibility for the kind of impact these companies can have on their 

stakeholders and the society which supports their business motives. The long term 

ramifications that ill thought out activities of a company has on the community around it in the 

future needs to be taken seriously and thus be incorporated within the sensitization of business 

ethics that shape CSR initiatives.7   

II. CONTEXTUALISING CSR AND BUSINESS ETHICS  
Although the concepts of CSR and business ethics have their own distinct identities, in many 

instances they are used to refer to the same argument. While business ethics encompasses the 

moral principles and standards which are to be followed in the world of business, CSR is more 

of a management strategy which helps in creating responsive behaviour within an organisation, 

through its objectives, values and giving interest to the stakeholders of a business. Stakeholders 

in this context can be defined as “those groups without whose support the organisation would 

cease to exist”.8 The motivation behind the normative stakeholder theory arises from the 

proposition that the internal decisions and process of a company can have significant effect 

 
5 Carroll, A.B, The Pyramid of Corporate Social Responsibility: Towards the Moral Management of 

Organizational Stakeholders. Business Horizons, (1991), Retrieved from 

<http://www.csrquest.net/default.aspx?articleID=12770&heading=>   
6 Bjerregaard,T.,Lauring,J, Managing contradictions of corporate social responsibility: the sustainability of 

diversity in a frontrunner firm. Business Ethics: A European Review Volume 22 Number 2 (2013) 
7 Id  
8 Fontaine, C., Haarman, A., & Schmid, S, The stakeholder theory. Research Paper. Bordeaux, France: Edalys 

Dévelopment Durable et Responsabilité d’Enterprise (2006)  
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over the stakeholders who are identified and thus the business decision must incorporate some 

moral philosophy and ethics. Any decision that gets taken must also account the kind of impact 

it will have on the stakeholders in exclusion of the profit that can accrue out of the same.   

CSR has been a facet of ethical and reasonable practise of business organisations for a long 

time but has gained added traction due to our globalised world and the changing nature of 

current economic environment. It thus operates on the principle that companies must be 

obligated to meet all the responsibilities that come attached with a larger group of stakeholders 

rather than just the shareholders.9 Therefore CSR activities must not be seen as an ad on policy 

for a business entity but rather should be integrated into the organisation’s governance strategy. 

This is why data collected over the last decade indicates a sharp increase in CSR activities as 

companies are able to see its long term benefits.10  

This sense of heightened interest in CSR as a global phenomenon is also linked to the fact that 

while traditionally, governments had the sole responsibility to increase or better the living 

conditions of its population, the growing economy has resulted in the society’s needs to exceed 

far beyond the government’s potential.11 In such a situation, the spotlight has now shifted 

towards business entities and their role towards improving society. The permeating need to 

incorporate some form of business ethics through CSR can be seen nowadays even in industries 

which are traditionally perceived as anti-environmental like the fossil fuel industry where 

companies are trying to affirm to a decent human rights policy for their employees. There is 

still a long way to go to make this industry ethical. In the Indian context, our government has 

recognised the rapidly increasing divide between the majority of the population and the rich 

and successful corporations, to combat this, we have legislated CSR as a mandatory component 

of corporate governance which obligates the companies to report detailed reasons in case of 

any non-compliance.12 Therefore any public or private sector company which is having a profit 

of over Rs. 5 crores and above must pledge at least 2% of their profit on CSR activities.  

Ethics in this context can be classified as certain core set of values that govern the actions of 

people on what is right and what is wrong. Therefore, ethics set standards as to what is good 

or bad in organizational conduct and decision making.13 To be ethical in a place of business 

 
9 Mitcnick, B.M, Systematics and CSR: The Theory and Processes of Normative Referencing. Business and 

Society.34, (1995) pp 5. 
10 Jamali, D., Mirshak, R., Corporate Social Responsibility (CSR): Theory and Practice in a Developing Country 

Context. Journal of Business Ethics.72, (2007) 243–262. 
11 McWilliams, A. & D. Siegel, Corporate Social Responsibility: A Theory of the Firm Perspective. Academy of 

Management Review. 26, (2001) pp 117-127. 
12 Owens,J., Richard Sykes, R., Paper by The International Petroleum Industry Environmental Conservation 

Association Social responsibility working group and human rights. UNESCO, (2009) pp131-141. 
13 Supra note 3 
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would mean to borrow universal principles like fairness, justice, equity, honesty etc when the 

company gets into any economic transaction with their customers and employees internally. 14 

This idea of business ethics is a large segment that covers various other sub-sections of ethics-

related issues while conducting a business. To enable this, one can take use of providing 

standards, guidelines and rules for what constitutes appropriate behaviour while managing a 

company since these decisions have a strong impact on the society. Further, business ethics is 

the blueprint that that companies adhere to in concern with their daily dealing with their 

stakeholders which includes: customers, suppliers, employees, close community surrounding 

the business etc.15  

III. WILL GOOD CSR EQUATE TO THE ETHICS OF THE COMPANY?  
With the growing business trends, CSR can no longer be defined by how much money a 

company allocates to give away but rather by scrutinising how a company makes its money in 

the first place. This can be seen by looking at several corporate entities that have governance 

and CSR norms, yet cannot be termed as ethical enterprises. The famous coca-cola brand is a 

great example of this. While there are several reports that suggest that this company has 

allocated significant amount of money for CSR activities, it comes more from a place of 

creating positive press and branding for its brand to cover up multiple serious allegations of 

discrimination, intimidation of union workers, depletion of natural resources, pollution etc 

which are completely unethical.16 In fact, the complete downfall of energy enterprise Enron in 

2001 was a major wakeup call for observers of CSR activities and how we gauge organisations 

and their level of compliance with legal processes since Enron was in fact a major proponent 

of CSR. The Enron debacle has also in some way confirmed the deep seated fear of critiques 

of CSR that the goals for success for most of the big organisations are at cross with the 

aspirations of its surrounding community.17 India’s own Enron, Sathyam’s progression in terms 

of their CSR activities were appreciated globally. They even received several awards on this 

front which masked the reality behind this company’s unethical conduct of manipulating 

financial accounts and defrauding its shareholders. This is why major financial scams 

surrounding corporate giants like Sathyam in India and Enron in the US send shockwaves 

across the nation as no one could foresee prior signs of unethical behaviour until the entire 

 
14 Id 
15 Shaw, W.H. & Barry, V.B, Moral Issues in Business. Belmond, California: Wadsworth Publishing Company 

(1995). 
16  Jennifer Sawayda, Kevin Sample, and Rob Boostrum, The Coca-Cola Company Struggles with Ethical Crises, 

Centre for Ethical Organizational Cultures, Auburn University (2014). 
17 Bradley, R.L, Capitalism at Work: Business, Government, and Energy (2009) pp. 309–310. 
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organisation collapses.  

This has given birth to movements like the International Right to Know campaign in the UK 

which pushes for setting up certain enforceable regulations that companies should be bound to 

follow in contrast to keeping good faith that they are meeting their volunteerism guidelines in 

such organisations. They are also trying to generate processes that will ensure ethical 

acquirement of raw materials from areas of conflict by corporations.18 This is why the 

stakeholder theory is of importance since it begins with an assumption that having some core 

values is needed for conducting business. CSR on the other hand has a rather restrictive 

definition of companies having some determinable responsibilities towards their stakeholders. 

This makes Corporate Social Responsibility a sub-sect of the umbrella known as business 

ethics. Additionally, it can also be argued to some extent, business growth also relies on its 

ethical code of conduct since it aids them with management of the company’s daily activities 

and handling their employees.19 The rationale behind supporting the advancement of having 

ethics as a foundation to a business is to create a climate where this ethical framework will help 

and encourage the development of better human resources management. This will result in 

creating a shared value system for the community that will influence and direct work culture.  

Business ethics therefore will depend a lot towards the company’s culture and moral compass 

since the first step of taking the decision to conduct business ethically is nothing but a 

manifestation of one’s moral behaviour. Best way to achieve this is by placing one’s moral 

principles at the helm of all the decisions for the business. This is why creating a workable, 

customised ethical framework should be developed by companies since they will be faced with 

several ethical dilemmas on a daily basis. Having a strong framework will allow any grievance 

to be taken seriously instead of being ignored or found inconsequential. Developing this ethical 

framework of an organisation can happen by adopting a four step procedure.20  

First step is to recognise all the ethical dimensions that are involved while taking any business 

decision. To have a holistic work a company’s decisions, one must operate one an ethical 

framework that encompasses fairness, honesty, environmental concern and trust. Second, a 

company must keenly identify who its stakeholders are how its decisions can impact them. 

Many times, the aspirations and demands of one stakeholder can be at odds with another so the 

organisations must try to resolve any potential conflict of interest by figuring out who has a 

 
18 Russo, A., Perrini, F, Investigating Stakeholder Theory and “The Corporate Objective Revisited”, Journal of 

Business Ethics (2010) 91, (2010), 207–221. 
19 Id  
20 Supra note 10 

https://www.ijlmh.com/
https://www.ijlmh.com/


 
3261 International Journal of Law Management & Humanities [Vol. 4 Iss 3; 3256] 

© 2021. International Journal of Law Management & Humanities   [ISSN 2581-5369] 

more important stake on that situation. Third, an organisation must develop the skill to cultivate 

alternative choices. This can be achieved by creating alternate course of action and evaluating 

the consequences of such decisions. Lastly, a company must always choose the best possible 

ethical response and implement the same.  

The ultimate step towards choosing this framework will be to evaluate if such a program fits 

with the long term goals, aspiration, value and culture that the key decisions makers of the 

organisations believe in. This is because, prioritising ethical behaviour does not warrant profit 

in every instance however, reckless and unguided behaviour of a company can actively lead to 

severe loss in the long run. For this reason, organisations must avoid taking misguided and 

solely profit ridden decisions as they represent a significant bearing on the costs that can be 

incurred for their insensitivity. This points an important distinction between business ethics 

and CSR where the former forges the type of role and responsibility that the managers of a 

company and its employees must strive to achieve as business agents whereas the latter is 

focussed on the company as a whole and the obligations they owe to their surrounding 

stakeholders.  

IV. RELATIONSHIP BETWEEN CSR AND STAKEHOLDERS  
When an organisation integrates CSR in their business system, it helps with an equitable 

distribution of wealth that can help its stakeholders interest.21 This can be achieved by enabling 

some ethical systems and sustainable practices. This is important  because the quality of 

relationship that a company has with its stakeholders shows their ability to react to competitive 

conditions which is crucial for their success. Since employees are the primary stakeholders of 

a company who are directly help in contributing to the company’s profit and success. CSR 

must be in consonance with employee benefits as the social identity theory insinuates that in 

many instances, individuals associate their self-esteem and strengthen their own self-image by 

identifying with organisations and groups who value social responsibility.22 Depending on the 

type of CSR in the workplace, arguments can be posed to enunciate the positive effects that 

CSR initiatives can have on employee motivation and employer attractiveness.  

Through this way, CSR can be used as a marketing strategy that attracts highly qualified 

individuals which adds to an organisation’s corporate reputation. A study conducted in the 

European Union and America suggests that attributes concerning reputation like caring about 

 
21 Id 
22 Friedman, B. A. & Tribunella, T,  Does the International Masters of Business Administration (MBA) 

Employment Market Value Awareness of Social Responsibility and Environmental Sustainability? International 

Journal of Business and Social Science, 3(24), (2012) 12-23 
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employees, giving importance to environmental concerns having positive relations with the 

surrounding community are important factors while choosing a job.23 Stakeholder engagement 

holds many benefits which includes: first, increase in innovation. By closing interacting with 

the stakeholders, a company will have an improved information flow which can help them with 

venturing into new businesses. Second, it helps with building a positive social capital for the 

company.24 In the current economy, social capital has become as important as fixed assets as 

they help in expanding an organisation’s influence. Last and most importantly, it helps with 

reducing risks associated with a business. Having a strong stakeholder engagement can help in 

identifying potential risks by taking community feedback seriously. This helps the company’s 

business and profit in the long run.  

V. CONCLUSION 
Through this elaborate discussion, it is recommended that companies manage the ethics of their 

place of work by inculcating customised ethics management programs that speak for their 

corporate value, codes, guidelines and behaviour. However, this does not mean merely setting 

a code of conduct and ethics management programs will guarantee ethical behaviour and 

functioning within an organisation unless these rules get implemented and integrated into all 

aspects of an organisation’s business. For this purpose, employees need to be trained on the 

ethical code of a company to understand its core values and standards of the organisation. The 

company must also instil the practise of being open and transparent with its employees, 

especially during a time of crisis as it will help in retaining more of the talented staff.  

CSR is relevant here since it not only helps in streamlining the policy for ethical behaviour but 

also helps in achieving a company’s business objectives. As time goes, it is only natural for the 

business environment to grow more complex and CSR will help in tracking the interests of 

stakeholders as they grow more important. Therefore, a well-managed and executed CSR 

program within an organisation which has a defined business ethics will add social and 

environmental value to the company even while supporting its business objective of profit by 

reducing operation cost, creating strong ties with its stakeholders and customers alike.  

***** 

 

 
23 Id 
24 Hansen, S. D., Dunford, S. D., Boss, A. D., Angermeier, I, Corporate social responsibility and the benefits of 

employee trust: A cross-disciplinary perspective Journal of Business Ethics (2011) 
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