Business Ethics and Corporate Social Responsibility: Impact on Business Performance

 
In an increasingly globalised and socially aware business environment, the ethical conduct of organisations and their commitment to social responsibility have gained prominence. This essay explores the interrelated concepts of business ethics and corporate social responsibility (CSR), highlighting their significance in the modern corporate world. The scope of this analysis includes defining these key terms using academic models such as the Triple Bottom Line (Elkington, 1997) and CSR frameworks (Carroll, 1991), assessing how they influence organisational performance, and examining real-world case studies from companies such as Unilever, Patagonia, and Volkswagen.
The essay aims to demonstrate that ethical practices and responsible behaviour towards stakeholders are not only moral imperatives but also strategic tools that can enhance corporate reputation, stakeholder trust, and long-term profitability. Through theoretical exploration and practical examples, this report evaluates how companies that embed ethical and responsible practices into their business strategy can outperform competitors in sustainability and value creation.

Business ethics refers to the application of moral principles and standards to the conduct of individuals and organisations in the business world. According to Crane and Matten (2016), business ethics encompasses ethical decision-making processes and the implementation of ethical standards in all areas of business, including employee relations, customer treatment, environmental responsibility, and corporate governance.
Corporate Social Responsibility (CSR) is defined by Carroll (1991) as the economic, legal, ethical, and philanthropic expectations that society has of businesses. CSR goes beyond compliance with laws and regulations to include voluntary actions aimed at benefiting stakeholders, the community, and the environment.
While ethics focuses on doing what is morally right, CSR represents the broader implementation of responsible policies that affect not only the internal operations of a company but also its impact on external stakeholders.
One of the most influential models linking ethics and CSR to business performance is John Elkington’s Triple Bottom Line (TBL) model (1997). TBL proposes that businesses should measure success not only by financial performance (Profit) but also by their impact on the People (social responsibility) and the Planet (environmental stewardship). This framework encourages businesses to act sustainably and ethically in all dimensions of their operations.
Another important theory is Carroll’s CSR Pyramid (1991), which outlines four layers of corporate responsibility:
1. Economic – the obligation to be profitable.
2. Legal – the obligation to obey the law.
3. Ethical – the obligation to do what is right and fair.
4. Philanthropic – the desire to be a good corporate citizen.
Together, these models help businesses balance multiple stakeholder interests while pursuing long-term sustainable performance.

An increasing number of studies and real-world cases suggest that ethical behaviour and CSR initiatives positively influence brand reputation, employee satisfaction, consumer loyalty, and ultimately, financial performance.
Example 1: Unilever
Unilever has embedded the TBL model into its core strategy through its Sustainable Living Plan, which targets reducing environmental impact while increasing social value. The company reports that its sustainable brands grow 69% faster than the rest of its portfolio (Unilever, 2022). By aligning ethical and responsible practices with profit motives, Unilever demonstrates that CSR and strong ethics can drive business growth.
Example 2: Patagonia
Patagonia is a leader in ethical sourcing and environmental responsibility. The company donates 1% of its sales to environmental causes and is transparent about its supply chain practices. Its strong ethical stance has cultivated a loyal customer base willing to pay premium prices, resulting in consistent revenue growth. Patagonia’s model proves that ethics and social responsibility can form the foundation of a successful business strategy.
Example 3: Volkswagen
In contrast, Volkswagen’s emissions scandal (Dieselgate) is a cautionary tale. The company intentionally manipulated emissions data, violating ethical and legal norms. The fallout included billions in fines, plummeting consumer trust, and long-term brand damage. This case exemplifies how unethical behaviour can severely harm performance, even for a global industry leader.
These examples show a clear pattern: ethical behaviour and CSR enhance reputation and stakeholder trust, which are increasingly critical to competitive advantage in today’s socially aware markets. Conversely, ethical lapses can cause long-lasting damage that outweighs any short-term gains.

Despite their benefits, implementing ethics and CSR is not without challenges. Some companies engage in greenwashing, falsely presenting themselves as environmentally responsible. Others may struggle to balance profitability with costly CSR initiatives. However, long-term success in the modern economy often demands commitment to sustainable and ethical practices, even when short-term trade-offs exist.

This essay has explored the concepts of business ethics and corporate social responsibility, highlighting how they shape and support sustainable business performance. Through the application of the Triple Bottom Line and Carroll’s CSR Pyramid, it becomes clear that ethical conduct and social responsibility are integral to modern business success. The analysis of companies like Unilever and Patagonia shows that organisations embracing these values enjoy increased trust, customer loyalty, and financial returns, while cases like Volkswagen illustrate the severe consequences of ethical breaches.
Ultimately, ethics and CSR are no longer optional or peripheral – they are strategic imperatives. Businesses that prioritise responsible practices position themselves for long-term growth and resilience in a marketplace increasingly driven by stakeholder expectations and global sustainability challenges. Ethical and responsible business is not just the right thing to do; it is also a sound business strategy.
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