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Concept of Business Ethics

Meaning: Business ethics refers to the moral principles, values, and standards that guide the behaviour and decisions of a
business organisation. It helps businesses distinguish between right and wrong practices and encourages honesty, fairness,

integrity, and responsibility in business activities.

Main principles of business ethics:

e 1. Honesty: Providing truthful information and avoiding deception.

® 2. Integrity: Following moral values in every business activity.

e 3. Fairness: Treating employees, customers, suppliers, and investors fairly.

e 4. Transparency: Disclosing accurate and relevant information.

® 5. Accountability: Accepting responsibility for business decisions.

® 6. Respect: Protecting the dignity and rights of employees and customers.

e 7. Social responsibility: Considering the effects of business activities on society and the environment.

Example: A company that provides correct product information, pays employees fairly, and avoids misleading advertisements

follows business ethics.
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Meaning: Corporate Social Responsibility (CSR) refers to the responsibility of businesses to
contribute to social welfare and environmental sustainability while conducting their economic
activities. It encourages companies to consider the interests of society, employees, customers,

communities, and the environment, rather than focusing only on profit.

CSR activities may include educational support, healthcare services, environmental protection,

skill development, rural development, and poverty reduction.

Example: A company funding school education, planting trees, providing medical camps, or

supporting vocational training is undertaking CSR activities.
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Theories of Corporate Social Responsibility (CSR & ﬁl?x'iﬁ)

1. Shareholder Theory (l?fq??ﬂ?$ ﬁ[@:f?‘f)

® This theory, associated with Milton Friedman, argues that the primary responsibility of business
management is to conduct business in accordance with the law and accepted ethical customs while

pursuing shareholder interests and profitability.
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2. Stakeholder Theory (%H%IT?$ ﬁ[@:[ﬁ)

® Associated with R. Edward Freeman, this theory states that businesses should consider the interests of
all stakeholders, including employees, customers, suppliers, shareholders, local communities, and the

environment.
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3. Carroll’s CSR Pyramid (W T CSR ﬁRT&I?:')

CSR pyramid
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thropic =
Re ibiliti
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Ethical Responsibilities just, and fair. Avoid harm.
A L
Obey the law. o
Law is society’s codification
Legal Responsibilities of right and wrong. Play by the
rules of the game. =

Be profitable.

Economic Responsibilities The foundation upon
which all others rest.




Archie B. Carroll explained CSR through four levels of responsibility:

e 1. Economic responsibility: To produce goods and services and earn profits.

e 2. Legal responsibility: To obey laws and regulations.

e 3. Ethical responsibility: To act fairly and avoid harmful practices, even where the law does not expressly prohibit them.

® 4. Philanthropic responsibility: To voluntarily contribute to community welfare through donations and social initiatives.
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4. Triple Bottom Line Theory (Eqa dicH NIER! ﬁr&r'ra)

Developed and popularised by John Elkington, this approach evaluates business performance
through three dimensions known as the 3Ps:

® - People: Social welfare and employee well-being.
® - Planet: Environmental protection and sustainability.

® - Profit: Economic performance and financial viability.
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5. Social Contract Theory (ﬂTIIT%T$ \’r[ﬂa"‘c'.[ ﬁ[@’fﬁ)

® This theory suggests that businesses operate with the acceptance and support of society.
Therefore, they have a moral obligation to respect social values, protect public interests, and

contribute to social welfare.
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Importance of Corporate Social Responsibility (CSR T Hg<d)

CSR is important because it connects business success with social welfare and environmental protection.

1. Improves corporate image: Responsible activities build a positive reputation.

2. Builds customer trust: Customers are more likely to trust businesses that act responsibly.

3. Enhances employee satisfaction: Ethical and socially responsible workplaces can improve morale and retention.
4. Protects the environment: CSR can support waste reduction, conservation, and sustainable resource use.

5. Promotes community development: It supports education, healthcare, employment, and skill development.

6. Attracts investors: Strong ethical and social practices may improve investor confidence.

7. Reduces business risks: Responsible practices can help prevent misconduct, disputes, and reputational damage.

8. Supports sustainable development: CSR encourages businesses to balance economic growth with social and

environmental needs.
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Relationship Between Business Ethics and CSR

(ATaATRA® AfdPHdr Td csrR & o< Hae)

Business Ethics / SATaHTII® ATdpdT

Basis / 3TYIR
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Right and wrong business decisions. ﬂﬁ@
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Business ethics provides the moral foundation for responsible business behaviour, while CSR

translates social and ethical concerns into policies and activities that benefit society.

Igaiie Afdedar N™eR aaafie AdgR &1 Afds YR U Hdl §, Jafd csrR ITAS
Ud Afd® gAHRI B v Aot oiw nfafafyai 7 segadr g, a9 gars & a1y fHadr g




CSR under the Indian Legal Framework

In India, CSR is governed primarily by Section 135 of the Companies Act, 2013, along with the applicable CSR Rules
and Schedule VII.

Key provisions include:
e - Certain companies meeting prescribed financial thresholds must comply with CSR requirements.

e - The thresholds include net worth of X500 crore or more, turnover of 1,000 crore or more, or net profit of X5

crore or more during the immediately preceding financial year.

- Covered companies are generally required to spend at least 2% of the average net profits of the three immediately

preceding financial years on qualifying CSR activities, subject to the Act and applicable rules.

- Eligible CSR activities may include education, healthcare, poverty alleviation, environmental sustainability, and

rural development.

e - Companies must fulfil applicable governance, reporting, and unspent CSR amount requirements.
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Conclusion (ﬁ'mﬂf)

Business ethics and corporate social responsibility are essential components of a responsible
business environment. Business ethics guides organisations to act honestly and fairly, while CSR
encourages them to contribute to social welfare and environmental sustainability. Together, they

promote public trust, responsible management, and long-term business success.
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