
Lecture 3 and 4 – Corporate Social Responsibility  

• The shareholder view: the social responsibility of business is to increase its profits. 

The manager’s responsibility is to conduct business in accordance with their 

employer’s desires, which generally will be to make as much money as possible, 

while conforming to the basic rules of society.  

• Milton Friedman’s dated arguments: (quite sceptical of CSR) [CEO of Unilever is 

scathing of companies who say their hands are tied by fiduciary duty to maximise 

profits for shareholders in the short-term, arguing that it is too narrow a model of 

Milton Freidman’s old thinking. The world has moved on and these people need to 

broaden their education with the reality of today’s world] 

o Property rights 

▪ The manager is the agent for the owners of the business 

▪ Manager use CSR for their own ‘pet projects.’  

o Utilitarianism: 

▪ Corporations contribute best to society when they do what they do 

best  

o Government’s responsibility/manager’s social role: 

▪ Social issues and problems are the proper province of the state  

▪ Taxing and spending while not elected, no mandate, no expertise  

o Puts manager’s job at risk: 

▪ CSR is a cost – customers and employees will go elsewhere  

• Why do businesses have social responsibilities? 

o Ethical reasons (because it’s the right thing to do) 

▪ Corporations cause social problems  

▪ Because they are powerful, they should use their power and 

resources responsibly  

▪ All corporate activities have social impacts of one sort or another  

▪ They rely on the contribution of a wide set of stakeholders in society 

rather than just shareholders  

o Business reasons (because it will maximise profits)  

▪ There are opportunities/rewards for being socially/environmentally 

responsible  

▪ There are risks/penalties for being socially/environmentally 

irresponsible  

• CSR definition: 

o They [firms] are responsible for solving problems they have caused, and they 

are responsible for helping to solve problems and social issues related to their 

business operations and interests.  

o CSR encompasses the economic, legal, ethical and philanthropic expectations 

placed on organisations by society at a given point in time  

o Carroll’s Four Part Model 

 


