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This essay will explore the concepts of business ethics and corporate social responsibility (CSR) and how they impact business strategy or drive success. As more people value ethical decision-making, businesses that consider their social impact are gaining attention for their practices. Two different frameworks will be used to explore these concepts, Carroll’s CSR pyramid and stakeholder theory, along with examples of automotive businesses that reflect the importance of business ethics in their operations.
Business ethics refers to the standards that businesses are held towards, regarding what is considered right or wrong for them to do, and is important because of the amount of power and impact that businesses have on society and individuals (Crane et al., 2019). Business ethics makes sure that they are fair, honest, transparent, and accountable for their actions as a result, both to their employees and to stakeholders.
Corporate social responsibility is a broader framework that acknowledges the social impact of businesses. CSR suggests that businesses have a need to be socially responsible because it is the right thing to do as an organisation or it is the expected thing to do because of their social impact (Nardella and Brammer, 2020). This means that businesses should integrate social and environmental concerns in order to deliver sustainability goals, eco-friendly practices, and fair labour standards.
Business ethics and CSR overlap in many ways, but we can look at CSR as an example of how to apply business ethics. One framework for this is Carroll’s CSR pyramid which identifies four tiers of responsibilities: economic, legal, ethical, and philanthropic duties (from bottom to top). In this pyramid, economic responsibilities are at the bottom because they are the foundation of business, ‘CSR is built upon the premise of an economically sound and sustainable business’ (Carroll, 2016, p. 4). Legal responsibility is the next tier, obeying laws and regulations, and is also something that is required by society. The upper two tiers, ethical and philanthropic, include things that are expected or desired. This includes being just and fair, avoiding harm, and giving back to society.
A theory that underpins a lot of business ethics is stakeholder theory. Described by Freeman in 1984, stakeholder theory encourages organisations to acknowledge and consider their stakeholders, understand and manage their needs and wants, go beyond only focusing on shareholders, and to be strategic and safeguard their long-term success (Mahajan et al., 2023). Stakeholder theory prioritises looking at both internal and external stakeholders, so not only shareholders but also employees, consumers, and secondary stakeholders.
[bookmark: _Int_bTQTyLXn]Applying these theories shows that businesses who focus decision-making around ethical concerns are more likely to succeed. For instance, in the automotive industry electric vehicles (EVs) and sustainable transportation are trending items. EV popularity comes from technological innovations and changing consumer preferences due to the pollution concerns (Balcioglu, Sezen and İşler, 2024), along with social influence and the perceived value of EVs and their positive impact (Kottala et al., 2025). In terms of ‘purchasing intentions’, many consumers are driven by brand loyalty and trust, especially important due to the social and practical value of cars alongside their environmental impact.
Toyota and Volkswagen are two automotive producers that have tried to market more openly to environmentally conscious consumers with EVs. However, both businesses show the risks that come from poor business ethics or lack of good CSR practice in their operations. Toyota was once regarded highly for its cars, but this reputation was impacted by poor management. Recalls occur when products are faulty or have major defects, and Toyota faced a crisis in 2010 where recalls affected 8 million cars with an estimated $2 billion in repair costs (Piotrowski and Guyette, 2010). This was for several reasons from natural disasters to supplier issues, but ultimately consumers lost trust as they felt Toyota was not being ethical and transparent and their management did not properly handle these issues.
Similarly, Volkswagen also presented itself as a sustainable and socially responsible business. However, Volkswagen attempted to deceive consumers by altering emission results to claim that they met environmental regulations and standards (Valentini and Kruckeberg, 2018). As a result, the interests of stakeholders were damaged as many would have been supporting environmental practices, and consumers especially felt cheated for being sold a product that did not meet their expectations. The business tried to work around legal responsibilities in order to gain ethical value higher up in the CSR pyramid which worked against them. As with Toyota’s recall crisis, stakeholder theory is important to highlighting how both businesses neglected their external stakeholders, the consumers, and suffered a loss.
On the other hand, Volvo is an automotive company that shows the importance of good business ethics having benefits for growth. Their vision is to be the world leader in sustainable transport solutions through climate neutrality and a CSR approach of running the business in a transparent and responsible manner, being efficient with resources, and accounting for all stakeholders (Hoque et al., 2014). This approach builds better relationships with investors, growth in market share, more engaged employees, and more support from external stakeholders. Unlike Toyota and Volkswagen, by accounting for all stakeholders and using socially responsible practices, Volvo successfully positions itself as a leader in the industry.
In conclusion, business ethics along with CSR are crucial to businesses today. Having good business ethics and being socially responsible is something that is important for the image of a business along with making good contributions to society. The CSR pyramid shows how different tiers of responsibilities apply to businesses. While economic responsibilities are important, businesses who show good ethical and philanthropic commitments benefit a lot. Toyota and Volkswagen’s crises highlight how only neglecting these commitments, or even legal commitments by altering emission results, can lead to negative results. Stakeholder theory is also important for understanding that a business deals with many different people. Businesses like Volvo that account for all their stakeholders, primary and secondary or internal and external, are more likely to be successful. Especially in business ethics, consumers that value CSR and have good ethical values are more likely to build loyalty with businesses that represent their ethics and show philanthropy.
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