
Topic 1: CSR & Stakeholders vs Shareholders (LOJ) 
1. Difference between the traditional Anglo-Saxon andContinental Corporate System & 

implication on CSR (Shareholder & Stakeholder view) 
From an AS perspective, traditionally, corporations are instruments/mechanisms of wealth 
accumulation for shareholders. This was achieved through the trading of goods and services. 
 
Q: Is shareholder wealth accumulation the limit of corporate responsibility? 
An example of this is the BHP operations in the OK Tedi Mine, where they discharged waste into 
the Fly and Alice rivers (cheapest method of disposal) affecting 7 clans who lived along the rivers. 
Their fishing, drinking water and washing water were adversely affected. This example illustrates a 
corporation which believes its responsibilities are only limited to creating wealth for its 
shareholders. BHP opted for the cheapest method, in order to reduce costs and therefore increase 
profits. 
 

 
Anglo-Saxon 
(Shareholder)   

Continental 
(Stakeholder)  

  

US, UK, Australia, NK Germany, France, Italy, Spain, 
  

Separation of ownership and control Corporation has independent will 
Agency and fiduciary relationship between What is good for the corporation might not 
managers (i.e. managers are supposed to be good for shareholders 
act in the best interest of the shareholders) Practices Stakeholder Theory 

   Considers not only the interest of 
   shareholders but other stakeholders too 

  

Profit orientated behaviour – Short term Long-term profit orientation 
profit orientation    

  
Fluid stock markets – easy for Less fluid stock maker – more costly to 
shareholders to exit exist 
Reduced incentive to gain a voice in decision Banks often major shareholders as have 
making. Diversified shareholder base controlling interest – corporations rely on 

   banks for finance  bank need security  

   negotiate power over decision making 

  
Board of directors to oversee mgmt. Board of directors + employees to 

   oversee mgmt.  important to 
   stakeholders as they carry out essential 
   functions to run business 
    

Individualism    
Managers may engage in profit gaining    
activities at the exp of shareholders via    
information asymmetry    
Capitalism    
Private ownership of the factors of    
production (Labour + capital) for the    
pursuit of individual and private benefits    

 



2. Describe the arguments in support of the Freidmanian position on CSR. Why 
shareholder wealth is important 

The Anglo-Saxon Role in Society 
 
Whilst AS corporations are profit-driven and primarily cater for their SH, proponents of this 
structure believe that such an orientation has 
 
right of an individual to participate in important decisions affecting his or her life, the right to 
standards of health, education, personal privacy and personal dignity. 
Examples of Conflicts 
BHP 
 
Clans were denied of their right to participate in the decision-making process concerning the 
mining operations of OK Tedi, the effects of which adversely affected their way and quality of life. 
BHP decided to discharge water into the rivers which were an important source of 
the following benefits on society (i.e. a collective stakeholder beyond shareholders) 
 

• Economic contribution – Promotion of economic benefit meaning the more money people 
earn, the more they are able to spend in order to strengthen or sustain the economy 

 
• Social contribution – provide goods and services which in turn creates employment 

 
• Payments of taxes – Wealth redistribution which facilitates the creation of public goods. 

 
Basically says that corporations should be looking to promote shareholder wealth, not engage in 
social issues because that’s the issue of government. Can maximise wealth (create employment). 
Profit is critical  survive  employment  create goods and services. Shareholder wealth is important 
to community. 
Classic AS (Capitalist) Neo-Liberal Economic Perspective 
 
To maximise the profit of the owner through the free market system. Friedman’s rationale is 
underpinned by the AS notion of a corporation and capitalism. Because there is an information 
asymmetry between shareholders and managers, under capitalism, SH and manager are seeking 
individual benefits at each other’s expense. For example, Managers may decide to make a charitable 
donation, which means nothing is expected in return. Whilst this may enhance the managers’ 
reputation and bring them attention of the public as social service, this act of kindness may not appeal 
to SH since company profits which could be distributed to them as dividends are being donated to 
third parties. Managers may also subsequently get a pay rise (i.e. made donations to maximise their 
profits as much as they could). On the other hand, SH may not want their managers to be 
philanthropic because it is diminishing their profits. ‘Few trends could so thoroughly undermine the 
very foundations of our free society as the acceptance by corporate officials of a social responsibility 
other than to make as much money for their shareholders’. Freidman’s quote implies that anything 
that prevents a person from making optimal profit is a mechanism of socialism which is wealth 
redistribution. 
 
 
 
 
 
 
 
 



Arguments in support of Friedman’s position on CSR 
 

1. Contract between SH and manager of firm binds manager to pursuing interest of SH, and 
therefore makes it illegitimate to pursue other ends 

 
2. Pursuing other ends to the detriment of SH returns, is equal to taking the SH, and taxation is 

the task of democratically elected government 
 

3. If businesses focus on too many tasks beyond their core operations, they become less 
efficient. An efficient division of labour between business and government is for business to 
create value, government to distribute it 

 
4. A business that assumes responsibilities beyond maximising profits will incus added costs 

and will be wiped out in competition with firms that do no assume such 
 

responsibilities. 
 

3. Outline the contrasting values associated with a capitalist market economy & 
democracy. Need for balance between these values + Examples 

 
Market Economy 
 
The important issues involve accommodation between different and often conflicting values. Market 
economy are economic decisions and the pricing of goods that are guided solely by the aggregate 
interactions of a country’s citizens and businesses, and there is little government intervention or 
central planning. Their values are efficiency, freedom, innovation, decentralisation, incentive and 
individual achievement. 
 
Democracy 
 
Democracy is a form of government in which all eligible citizens participate equally – either directly or 
through elected representatives in the proposal, development and creation of laws. It encompasses 
social, economic and cultural conditions that enable the free and equal practice of political self-
determination. The values which are associated with this political and social rights are the equality of 
opportunity, the 
 
subsistence for the clans, because it was the least costly method (i.e. it was monetarily efficient). BHP 
should have involved members of the clans in order for their concerns to be voiced and established 
and BHP should have factored in the effects their operations would have on this particular stakeholder 
group when they tried to determine the most efficient way of discharging the waste. 
 
Shell in Nigeria – extreme case 
 
1990s – Shell allegedly were involved in ‘militarised commerce’. They conspired with the military 
regime in Nigeria (‘spy police’) to deny human rights to Ongoni people, the land of whom they wanted 
to occupy for oil drilling. Thousands were killed, terrorised and forced from their homes. Shell 
breached the Ongoni people’s human rights as well as denying them their rights to personal dignity, 
health and denying the people the right to have any say in whether Shell could operate in their land. 
Shell engaged in these outrageous methods in order to efficiently remove the Ongoni people and 
begin operations, otherwise they would have had to spend time and money on negotiating



Changing role of corporations in society 
 
Since the 1960s, increasing pressure on companies to be more responsible for the adverse effect of 
their operations on society. Examples of these sources of pressures are the corporate activities 
regulated through government regulation of social issues (consumer product safety, employment 
wages and conditions, environmental protection) and demands from civil society groups (NGOs). 
 
CSR is defined as the serious attempt to solve social problems caused wholly or in part by the 
corporation (Fitch in Carroll 1999). 
 

4. Describe CSR from the perspective of Carroll’s pyramid  
There are four tiers to Carroll’s pyramid; economic, legal, ethical and discretionary (philanthropic). 
 
Economic (absolutely necessary): Be Profitable 
 
This is the foundation upon which all other responsibilities rest. From Carroll, it is important to; 
 

1. Perform in a manner consistent with maximising earnings per share 
2. Be committed to being as profitable as possible 
3. Maintain a strong competitive position 
4. Maintain a high level of operation efficiency 
5. That a successful firm be defined as one that is consistently profitable 

 
Legal (mandatory): Obey the Law 
 
Law is society’s codification of the right and wrong. Play by the rules of the game. From Carroll, it is 
important to; 
 

1. Perform in a manner consistent with expectations of government and law 
 

2. Comply with various federal, state and local regulations 
3. Be a law-abiding corporate citizen 

 
4. A successful firm be defined as one that fulfils its legal obligations 

 
5. Provide goods and services that at least meet minimal legal requirements 

 
Ethical (Do ‘one’ more than the law): Be Ethical 
 
Obligations to do what is right, just and fair to avoid harm. Could be argued that being ethical is 
mandatory, however, considering the BHP example, it is clear that their actions were not ethical, but they 
followed through with them because it was going to benefit BHP and it was within the law. It 
demonstrates that corporations don’t necessarily have to be ethical but they do have to follow the law. 
From Carroll, it is important to; 
 

1. Perform in a manner consistent with expectations of societal mores and ethical norms 
 

2. Recognise and respect new or evolving ethical/moral norms adopted by society 
 



3. Prevent ethical norms from being compromised in order to achieve corporate goods 
 

4. That good corporate citizenship be defined as doing what is expected morally and ethically 
 

5. Recognise that corporate integrity and ethical behaviour go beyond mere compliance with laws 
and regulations 

 
Philanthropic (option): Be a good-corporate citizen 
 
Contribute resources to the community to improve the quality of life. From Carroll, it is important to; 
 

1. Perform in a manner consistent with the philanthropic and charitable expectations of society 
 

2. Assist the fine and performing arts 
 

3. Managers and employees participate in voluntary and charitable activities within their local 
communities 

 
4. Provide assistance to private and public education institutions 

 
5. Assist voluntarily those projects that enhance a community’s ‘quality of life’. 



5. Outline the stakeholder perspective of CSR 
 
Stakeholders are multiple parties to whom responsibility is owed. As GRI says, stakeholders are those 
groups or individuals that 
 

a) Can reasonably be expected to be significantly affected by the organisation’s activities, products 
and/or services; or 

 
b) Whose actions can reasonably be expected to affect the ability of the organisation to 

successfully implement its strategies and achieve its objectives 
 
Primary Stakeholder: 
 
Absence of support leads to corporate failure. A corporation’s survival and continuing success depends 
on the ability of its managers to create sufficient wealth, value or satisfaction for those who belong to 
each stakeholder group, so that each group continues as a part of the corporation’s stakeholder. The 
failure to retain the participation of a primary stakeholder will result in the failure of that corporate system. 
 

• Shareholders and investors – Help to finance activities, which in turn they are supported in the 
org via shareholder rights 

 
• Employees – Carry out the essential functions of the organisation and in turn, supported via 

compensation, health and safety regulations, training and unions. 
 

• Suppliers – Supply org with essential tools to carry out business – issues with suppliers can 
impeded the provision of the necessary supplies and hence the org’s business. 

 
• Customers – Provide org with revenue and help increase profit, in turn, supported via compliance 

product safety regulations, customer complaint system in order for the org to be able to provide 
them with improved goods/services in the future 

 
• Public Stakeholder Groups – Governments and communities that provide infrastructure and 

markets who in turn are supported via compliance with obligations and regulations and paying 
taxes 

 
Secondary Stakeholders: 
 
Those who affect or are affected by the corp, but are not engaged in transactions with the corporation 
and are not essential for its survival. At the same time they have the capacity to mobile public opinion and 
damage the corporation. 
 

• Media – Can either paint a negative or positive image of an organisation and sway public 
opinion 

 
• Special interest groups – NGOs – Again, via media outlets especially social media, they can 

bring awareness to the public about the types of activities with which orgs are engaging 
 

• Public at large – members of the public can influence each other via word of mouth, etc. 
 



6. Define the concepts ‘accountability’, ‘social justice’ and 
‘sustainability’ 

Accountability 
 
A is accountable to B when A is obliged to inform B about its (past or future) actions and decisions, to 
justify them, and to suffer punishment in the case of eventual misconduct. 
Under the CSR context: 
 
Organisation’s duty to report to SHs and other stakeholders in order for them to be able to assess the 
org’s performance and act accordingly. E.g. sanction trade, sell shares if they are not satisfied 
 
Social Justice 
 
Based on idea of a society which gives individuals fair and equitable treatment with respect to the 
benefits of society 
Under the CSR Context: 
 
Involving and considering all those stakeholders in the decision-making process, which would be affected 
if orgs decide to implement certain proposals 
Sustainability 
 
Meets the need of the present without compromising the ability of future gens to meet their own needs 


