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1. Corporate Social Responsibility  
The responsibility of corporations towards the society is known as corporate social 
responsibility (CSR). Corporations resort to CSR to augment their own ‘self-interest’. 
However, if CSR is adopted to achieve financial success, it is not CSR, rather profitability in 
the cloak of CSR. It is difficult to prove causality between CSR and profitability. In many 
situations, financial success frees a company to indulge into the luxury of CSR.  
 
Arguments behind CSR 
The specific arguments behind adoption of CSR can be categorised in two groups – (a) 
primary arguments; (b) moral arguments.  
Primary arguments   
(a) Enhance revenues: If the corporation is socially responsible, it will result in more satisfied 

consumer who will reward the company by more purchase leading to enhanced revenue 
and commercial success. At the same time, employees of such organisation would 
provide effective workforce leading to more production (e.g. Tesla and Toyota having 
great commercial success from their hybrid and electric cars, respectively). On the other 
hand, if the corporation is not socially responsible, it will lead to boycotts and 
undesirable consumer actions leading to poor sales growth.  

(b) Reduce cost: CSR can reduce their cost by way of saving energy, reducing cost and 
cutting cost inefficiencies (e.g. Wal-Mart has reduced its cost to the tune of $1 billion by 
2020 with their CSR measures relating to their environmental performances).  

(c) Managing risk and uncertainty: Involvement in CSR may ensure compliance with existing 
regulations and lead a corporation to enjoy freedom from the Government (e.g. 
following deepwater horizon accident in the Gulf of Mexico in 2010, BP adopted offshore 
drilling which saved them $20 billion).  

(d) Maintaining the social licence to operate: In order to ensure a sustainable business, the 
corporations must obtain consent from local communities, employees and Government. 
These social members can revoke their social licensing at any time which may make it 
difficult for the corporation to sustain their business. Hence, CSR is regarded as an 
investment towards an equitable community which ultimately benefits the corporations 
by creating a stable competitive environment.  

Moral arguments  



(a) The externalities argument: Externalities are the social impacts of an economic 
transaction that are borne by those who are not members of the transaction. Variety of 
externalities created by a corporation through provision of product and services; 
employment of workers; advertising. These externalities may have positive, negative or 
neutral impact on society. The corporations must take responsibilities for their 
externalities, especially the negative ones (e.g. pollution, resource depletion, community 
problems) where Government will not play any role.  

(b) The power argument: Corporations are regarded as powerful social actors with access 
to a greater resource base. Hence, they must utilise these resources responsibly (e.g. 
Spiderman: with great power comes great responsibility).  

(c) The dependency argument: Corporations depend on the contribution of a much wider 
set of stakeholders (e.g. customers, suppliers, local communities) rather than just the 
shareholders. Hence, the corporation must take into account the interests of these 
individual stakeholder groups while taking their decisions.  

 
Nature of CSR  
CSR is a multi-layered concept with four different levels – (a) economic; (b) legal; (c) ethical; 
and (d) philanthropic responsibilities which can be layered consecutively in a pyramid. True 
social responsibility refers to fulfilment of all four responsibilities.  



 
 
 
While this model explains the four-model by acknowledging the economic and legal 
responsibilities of the organisation, it does not address the responsibility if two such models 
are in conflict. Example: When corporation shifts operational base for increasing their 
resource efficiency, it makes them more profitable thereby allowing them to fulfil their 
economic responsibility, but ignores the long-standing ties with the stakeholders of the 
previous location thereby ignoring their ethical responsibility.  
 
 
International context  
The concept of CSR is more prominent in the United States (US). There, CSR is considered 
to be a specific activity of the organisation and it is discretionary in nature. It is therefore 
called explicit CSR. However, in other countries, it is called implicit CSR. In European 

• Philanthropy means 'the love of the fellow 
human beings' (Greek)

•Desired of the corporation to improve the 
quality of life of employees (recreation 
centre); local communities (support local 
schools); society (charitable donations, 
sponsoring art or sports)

Philanthropic 

•Ethical expectation  by society 
(right, fair and just) in the absense 
of legal framework 

• Example: Tax policy of Google in 
international trade (taking 
loopholes of tax laws in different 
countries and paying less tax) came 
under public review after outrage 
by stakeholders. 

Ethical 

• Required for all 
corporations

• Required by regulators 
• Law (codification of moral 
behavior) is pre-requisite 
for CSR 

• Example: Fine of $13 
billion on JP Morgan for 
misleading investor 

Legal 

•Required by 
shareholders 
(profit), employees 
(salary), customers 
(quality product)

• Required for all 
corporations 

• Successful 
economic unit 

Economic



countries, it is materialised through legal frameworks, while in Asian and African countries, 
religion and customs have shaped the expectations from companies regarding CSR. Now, 
the international context with respect to the four-model of CSR is discussed below:  
Models  US (including North 

American and Anglo-
American countries) 

European countries  Other developing countries 
(Asia and Africa) 

Economic  Responsibility to 
shareholders  

Responsibility to 
employees and local 
communities (e.g. 
health care, mandating 
workers’ rights, 
collective bargaining in 
German and French 
companies)  

Responsibility to employees 
and local communities 

Legal  Laws are considered 
to be an 
intervention in 
private liberty  

Law plays a prominent 
role in regulating CSR  

Compliance with existing 
law does not ensure social 
responsibility  

Ethical  Moderate trust in 
ethics in ensuring 
CSR  

Mistrust in local ethical 
values and preferences 
in ensuring CSR (e.g. 
nuclear power, genetic 
engineering, animal 
testing have been high 
up in public agenda)  

High level of trust in ethics 
in ensuring CSR. However, 
ethical expectations are less 
prevalent.   

Philanthropic High level of 
philanthropy by 
private players (e.g. 
Bill Gates donates to 
arts, higher 
education and local 
communities) 

Philanthropy is 
expected of the 
Government  

Despite widespread 
poverty, the corporations 
are expected to share their 
wealth with local 
communities (e.g. World 
Instant Noodles Association 
from Asia provided 
substantial aids to victims of 
earthquake in Philippines)  

 
Strategies of CSR  
The companies prioritise different levels of CSR based on the strategy adopted. CSR 
strategies can be broadly categorised under two groups – (a) traditional CSR (developed 
following industrial revolution having wide-spread application all over the world); (b) 
contemporary CSR (new concept of CSR). These two strategies are discussed based on 
different parameters: 
Parameters  Traditional CSR  Contemporary CSR  
Concept  Profit generated is distributed 

among some social projects as 
philanthropy to improve brand 
image 

Take up socially responsible 
behaviour and use it as an 
opportunity for generating profit 

Focus  Earning profit using financial 
measures  

Driving social expectations into 
core-operations to generate profit   

Motto  CSR in bolt-on CSR is built-in  
Connections with 
stakeholders  

Low  High  

Relationship with Profit is distributed for CSR  Profit is created due to CSR  



profit  
Social 
responsiveness  

Reactive and defensive  Accommodative and pro-active  

Example Punishing employees if they fail to 
work with efficiency  

Providing a humane working 
environment for employees  

 
Outcomes of CSR  
A few constructs have been developed to measure the CSR performances of the companies 
which are studied as outcomes of CSR as follows:  
(a) Social policies: These are explicit goals of a corporation in social environment within a 

given time frame incorporated in its mission statement. These targets are compared 
with the actual performance to check whether the corporation is on the tract to achieve 
their social objective (e.g. Unilever in its ‘Sustainable Living Plan’ commits goals to be 
fulfilled within 2020, such as reduction in greenhouse gas by 50%; providing drinking water to 
500 million people; and use 100% of the raw materials from sustainable source. They are also 
reporting their performance against this target).  

(b) Social programmes: These are the activities taken up by the corporation to achieve their 
social policies (e.g. companies in order to measure their environmental impact have 
resorted to select standards, such as ISO 14000 [environmental management], EMAS 
[environmental management and auditing scheme] and ISO 2600, international CSR 
policies).  

(c) Social impacts: It refers to the concrete changes that took place due to the programmes 
taken up by the corporation. However, this data is difficult to obtain and quantify and 
the impact of the corporation cannot be measured with reasonable certainty. However, 
some efforts are made to single out the social impact of the organisations (e.g. policies 
on local communities aimed at local schools can be measured by exam results and literacy 
rate; policies on environment can be measured by pollution data; policies for employees can 
be measured by satisfaction survey questionnaire; policies on society aimed at equal 
opportunities can be measured by monitoring composition and benchmarking it with 
comparable organisations).  

 
 

 

 
 

 


