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Business Ethics and Corporate Social Responsibility:
                     Concepts, Models, and Organizational Performance



Business ethics and corporate social responsibility (CSR) have emerged as defined features of contemporary organizational management, shaping strategic priorities and stakeholder relationships across all sectors. Needle and Jane (2023, p. 1) assert that “business ethics and CSR are both conducting business in an ethical manner and acting responsibly towards stakeholders and looking after the environment,” capturing the moral and strategic character of both concepts. This essay defines and explains business ethics and CSR through Carroll’s (1991) Pyramid of CSR and Elkington’s (1997) Triple Bottom Line before critically assessing their relationship with business performance. Organizational examples from Unilever, Patagonia, and Tesco ground theoretical principles in practice, and the analysis engages critically with Friedman’s (1970) shareholder primacy argument, Donaldson, and Preston’s (1995) stakeholder framework.
Business ethics refers to the application of moral principles to commercial decision-making and organizational conduct (Crane and Matten, 2016). Crane and Matten (2016, p. 5) define it as “the study of business situations, activities and decisions where issues of right and wrong are addressed,” demonstrating that ethical behaviour extends beyond legislative compliance. Blowfield and Murray (2014) argue that ethics operates across individual, organizational, and societal levels, encompassing values of fairness, transparency, and accountability in all stakeholder dealings. Ferrell et al. (2019) illustrate this through organizations that voluntarily disclose supply chain labour conditions without regulatory obligation, identifying such transparency as substantive ethical commitment. Nickels et al. (2019) contend that ethical values are most sustainably embedded through organizational culture and leadership rather than compliance mechanisms alone.
CSR extends the ethical foundation of business conduct to encompass voluntary commitments to social and environmental welfare beyond regulatory requirements (Werther and Chandler, 2011). Carroll (1991) conceptualises CSR through a four-tier pyramid comprising economic, legal, ethical, and philanthropic responsibilities, arguing that all four must be discharged simultaneously for an organization to be genuinely socially responsible, as illustrated in Figure 1 below.
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Figure 1: Carroll’s (1991) Pyramid of Corporate Social Responsibility (Source: Carroll, 1991)
The economic tier is foundational—without financial viability; higher-order responsibilities cannot be sustained—yet Carroll (1991) insists that profitability must not be pursued at the expense of ethical integrity. This model critically refutes any binary opposition between profit and ethics, demonstrating that they are hierarchically interdependent (Blowfield and Murray, 2014). Kotler and Lee (2005) reinforce this view, finding that strategically embedded CSR builds consumer trust and brand loyalty, thereby enhancing rather than undermining commercial performance.
Elkington’s (1997) Triple Bottom Line (TBL) framework proposes that organizational performance be evaluated across three dimensions—economic, social, and environmental—commonly expressed as “People, Planet, and Profit.” Each dimension carries distinct organizational obligations. People refer to an organization’s social responsibilities towards employees, communities, and supply chain workers, encompassing fair wages, safe working conditions, and community investment (Elkington, 1997). Planet concerns environmental stewardship—an organization's obligation to minimise ecological damage, reduce carbon emissions, and manage waste responsibly to operate within sustainable ecological limits (Blowfield and Murray, 2014). Profit within the TBL is reframed critically: rather than denoting shareholder wealth maximisation as Friedman (1970) advocates, it signifies the generation of sustainable economic value that enables ongoing investment in social and environmental responsibilities (Elkington, 1997). Together, these three pillars challenge Friedman’s (1970) shareholder-only position, demonstrating that long-run performance demands accountability across all three simultaneously (Needle and Jane, 2023).
Donaldson and Preston (1995) argue that stakeholder theory is simultaneously descriptive, instrumental, and normative: organizations that address the legitimate interests of all stakeholder groups, employees, customers, suppliers, communities, and the environment—consistently outperform those focused solely on shareholders across multiple measures of long-run performance. Porter and Kramer (2006) develop this view, contending that a company’s competitive position and community vitality are deeply interconnected, such that long-term profitability depends upon the social and reputational capital that responsible conduct generates. Unilever exemplifies these principles through its Sustainable Living Plan, committing to halving its environmental footprint, improving the health of one billion people, and enhancing supply chain livelihoods (Blowfield and Murray, 2014). Nickels et al. (2019) report that Unilever’s sustainable brands grew fifty per cent faster than the remainder of its portfolio, providing significant empirical evidence that integrating Carroll’s (1991) higher-order CSR responsibilities into strategy enhances rather than compromises economic performance.
Patagonia provides a compelling case study with ethics-driven competitive advantage. The company donates one per cent of annual sales to environmental causes, employs recycled and organic materials throughout its supply chain, and encourages customers to repair products rather than purchase replacements (Werther and Chandler, 2011). In 2022, founder Yvon Chouinard transferred corporate ownership to an environmental trust, institutionalising philanthropic values at the highest governance level and realising Carroll’s (1991) philanthropic tier in its most substantive form (Needle and Jane, 2023). Kotler and Lee (2005) identify such ethics-embedded identity as capable of generating premium pricing power and durable consumer loyalty, demonstrating that Elkington’s (1997) “Planet” pillar is entirely compatible with sustained profitability.
Tesco illustrates both the strategic opportunities and structural risks associated with CSR in a mainstream commercial context. Its “Little Helps Plan” addresses both Elkington’s (1997) “People” and “Planet” dimensions through commitments to reduce food waste, achieve net-zero carbon emissions by 2050, and improve food affordability for lower-income consumers (Mullins, 2019). However, the 2014 accounting scandal—in which Tesco overstated profits by £263 million—inflicted severe damage upon stakeholder trust and produced a substantial decline in market confidence (Ferrell et al., 2019). This critically reinforces Carroll’s (1991) model: failures at the legal and ethical tiers undermine even the most visible philanthropic commitments. Donaldson and Preston (1995) argue that stakeholder trust, once eroded through ethical failure, produces lasting damage to the normative and instrumental foundations of corporate legitimacy.
The evidence examined demonstrates that the relationship between business ethics, CSR, and performance is broadly positive but analytically complex. Porter and Kramer (2006) argue that strategically embedded CSR creates shared value—simultaneously generating business and societal benefits—in contrast to performative “greenwashing,” which exposes organizations to reputational and regulatory risk without substantive gain. Crane and Matten (2016) note that employees are demonstrably more engaged within organizations governed by strong ethical values, whilst Nickels et al. (2019) observe that institutional investors are progressively incorporating ESG criteria into capital allocation decisions, further incentivising responsible conduct.
In conclusion, business ethics and CSR are interrelated concepts constituting a framework for responsible, stakeholder-centred organizational conduct. Carroll’s (1991) Pyramid and Elkington’s (1997) Triple Bottom Line collectively demonstrate that ethical and social responsibilities—spanning People, Planet, and Profit—are integral dimensions of sustainable strategy rather than peripheral concerns. Donaldson and Preston’s (1995) stakeholder framework provides the analytical basis for understanding why such responsibilities are both normatively appropriate and strategically rational, whilst Friedman’s (1970) shareholder primacy argument fails to account for the long-term relational value ethical conduct generates. The cases of Unilever, Patagonia, and Tesco illustrate that genuine CSR commitment is associated with enhanced brand equity, stakeholder loyalty, and resilient performance. As Needle and Jane (2023, p. 1) assert, conducting business responsibly towards stakeholders and the environment represents an increasingly indispensable strategic imperative.
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