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Business Ethics and Corporate Social Responsibility: Definitions, Theories, and Business Impact Towards Stakeholders looking after the environment.

Introduction 

[bookmark: _Int_FrezCbd9]In today’s global business environment, companies are increasingly expected to run in a manner that is not only profitable but also ethical and socially responsible. This reflects a growing recognition that businesses must consider their impact on society and the environment, beyond just generating shareholder value. Two key concepts that underpin this responsible approach are business ethics and corporate social responsibility (CSR). Business ethics refers to the values and principles that guide decisions and behaviour in organisations, ensuring fairness, honesty, and integrity. (CSR), on the other hand, involves companies voluntarily going beyond legal obligations to contribute positively to society and the environment. These concepts are not only about doing the right thing, but also about enhancing long-term performance and building trust with stakeholders. This essay defines and explains business ethics and (CSR) using academic models such as Carroll’s CSR Pyramid and the Triple Bottom Line and evaluates their influence on business performance using examples from Unilever, Patagonia, and Volkswagen.

Main Body 

Defining Business Ethics and CSR

Business ethics refers to the moral principles that shape business behaviour. It includes practices such as transparency, fairness, respect for stakeholders, and commitment to legal and social standards (Ferrell, Fraedrich & Ferrell, 2019). Ethical businesses aim not just to obey laws, but to act with integrity and accountability in all interactions. For example, ethical sourcing of materials, fair treatment of employees, and honest marketing are all part of an ethical business approach.

Corporate Social Responsibility (CSR), meanwhile, is about companies taking responsibility for their broader impact on society and the environment. CSR initiatives go beyond compliance with laws, focusing on how organisations can voluntarily contribute to sustainable development (Moon, 2007). This may include reducing carbon emissions, investing in local communities, or ensuring ethical supply chains. Businesses that practise (CSR) aim to create shared value—helping both society and the business itself.

While business ethics and (CSR) are distinct, they are intricately linked. CSR can be seen as the application of ethical values to wider social and environmental issues (Crane & Matten, 2016)
Theoretical Models: Carroll’s CSR Pyramid and the Triple Bottom Line

A widely used model to understand CSR is Carroll’s Pyramid of Corporate Social Responsibility (1991). This framework outlines four levels of responsibility that companies should fulfil:
1. Economic Responsibility – The obligation to be profitable.
2. Legal Responsibility – Obeying the law and regulations.
3. Ethical Responsibility – Acting fairly and doing what is right, even when not legally required.
4. Philanthropic Responsibility – Voluntary efforts to improve society, such as donations or community support.

This model shows that ethical and social responsibilities are as important as making profits, forming a foundation for sustainable success.

Another influential framework is (John Elkington’s Triple Bottom Line, 1998), which emphasises three dimensions of performance:
· People – Social impact, such as employee welfare and community development.
· Planet – Environmental impact, such as sustainability and resource conservation.
· Profit – Economic performance and financial health.

This model encourages businesses to evaluate their success based not only on financial returns but also on their social and environmental contributions.
Real-World Examples and Business Impact
To assess the impact of ethics and CSR on business performance, we can look at three companies: Unilever, Patagonia, and Volkswagen.

Unilever, a global consumer goods company, is known for embedding sustainability into its core business strategy. Its “Sustainable Living Plan” aims to reduce environmental impact while improving health and well-being for over one billion people. Unilever applies both ethical principles and CSR models such as the Triple Bottom Line by addressing environmental issues and social challenges in its operations. This approach has improved its brand reputation and customer loyalty while also delivering financial success (Carroll & Shabana, 2010).

Patagonia, a clothing company, has built its brand around strong ethical values and environmental activism. The company donates a percentage of its profits to environmental causes and promotes ethical sourcing and fair labour practices. Patagonia also encourages customers to repair rather than replace clothing, reflecting deep environmental commitment. These CSR initiatives align with the ethical and philanthropic responsibilities in Carroll’s Pyramid. As a result, Patagonia has developed a loyal customer base and strong brand identity, showing that doing good can also be good for business.

In contrast, Volkswagen gives an example of poor ethical practices harming business performance. The 2015 emissions scandal, where the company cheated on diesel emissions tests, was a violation of both legal and ethical responsibilities. This breach of trust led to massive fines, reputational damage, and loss of customer confidence. The Volkswagen case illustrates how unethical behaviour can have serious financial and operational consequences, showing that ethics are essential to long-term sustainability.

These examples prove that ethics and CSR are not just about moral values—they directly affect company performance, reputation, and stakeholder relationships.

Conclusion 

In conclusion, business ethics and corporate social responsibility are essential components of modern business practice. Ethics provides the moral foundation for how companies should run, while CSR focuses on their broader responsibilities to society and the environment. Models such as Carroll’s CSR Pyramid and the Triple Bottom Line help business's structure and implement these principles effectively. Real-world examples from Unilever and Patagonia show that ethical and socially responsible practices can enhance business performance, build customer loyalty, and strengthen brand reputation. Conversely, cases like Volkswagen highlight the risks and consequences of unethical conduct. Overall, businesses that integrate ethics and (CSR) into their strategies are better positioned to achieve sustainable success in a competitive and socially aware market. These concepts are not only morally right but also making sound business sense in the long term.
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