
accountancysa.org.za    27   November 2019 accountancysa.org.za    27   November 2019

FOCUS | CORPORATE RESPONSIBILITY

COMPANY
THE RESPONSIBLE 

The calls for greater responsibility are intended to address the confusion 
about what companies are responsible for in society and how they should 
prioritise these responsibilities. This article seeks to reduce this confusion
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IDENTIFYING AND   
PRIORITISING

the stolen purse to the woman since 
he is the one who deprived her of her 
rightful ownership of the purse. We may 
also want to add to the remedial action 
that the thief must issue an apology 
and compensate the woman for the 
inconvenience caused. This simple 
example can be generalised into a 
formulation for responsibility as follows: 

  P bears a Q responsibility to do R for 
S under T conditions 

 where 

  P is the agent bearing the 
responsibility to act, namely the thief. 

  Q is the moral optionality of the 
responsibility, that is, whether the  
responsibility to act is obligatory or 
voluntary. In our example, we would 
argue that returning the purse is an 
obligation. 

  R is the scope of the action to fulfil 
the responsibility, that is, whether 
it is a dispersed or specific act for a 
dispersed or specific beneficiary. In 
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optionality open to corporations to act. 
I introduce the important concepts of 
corporate ethical responsibility (CER) and 
corporate justice responsibility (CJR) as 
two of the five corporate responsibilities 
and argue that this distinction helps 
address the confusion over companies’ 
moral responsibilities. 

Outlining and delineating the corporation’s 
responsibilities provides guidance to 
corporations in terms of expectations and 
decision-making, and offers guidance to 
society in holding companies accountable, 
thus contributing to the effectiveness of 
both. 

FACTORS DEFINING 
CORPORATE RESPONSIBILITY 

Consider the situation where a thief 
commits an injustice by stealing a 
woman’s purse. What responsibility does 
the thief bear towards the woman? To 
restore justice, we would argue that 
the thief has an obligation to return 
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CORPORATE RESPONSIBILITIES

The ‘corporate responsibility’ discourse 
carries with it the implication that 
corporations are irresponsible institutions 
that need guidance to behave responsibly. 
The reality is that corporations bear and 
fulfil numerous responsibilities across 
multiple domains. Yet, even when 
executives have good intentions to act 
responsibly, when it comes to trade-offs 
and priorities, the multitude of demands 
may cloud decisions about responsible 
behaviour. The calls for greater 
responsibility are not necessarily about 
irresponsible corporate behaviour but are 
rather intended to address the confusion 
about what companies are responsible for 
in society and how they should prioritise 
these responsibilities. 

This article seeks to reduce this 
confusion by identifying five corporate 
responsibilities and assessing the 
strength of these responsibilities in 
demanding corporate action. The strength 
of corporate responsibilities is determined 
by the scope of the actions that will fulfil 
these responsibilities, and the moral 
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our  example, the act is quite 
specific (return the purse) and so is 
the  beneficiary (the woman). We 
would not consider the thief to have 
fulfilled his responsibility if, instead 
of returning the purse to the woman, 
he cleaned the local river of waste. 
While an admirable and desirable 
act, cleaning the river is dispersed 
in terms of both the act and the 
beneficiary and, most importantly, 
offers no remedy to the thief’s 
victim, the woman. 

  S is the beneficiary or recipient of 
the action, that is, the woman.

  T is the conditions under which 
this responsibility applies. In 
our example, the non-voluntary 
responsibility of the thief to return 
the purse to the woman holds under 
the conditions where she rightly 
owned the purse and the thief stole 
it from her.

Formulating corporate responsibilities 
follows a similar logic, where P is the 

THE CALLS FOR GREATER 
RESPONSIBILITY ARE NOT 
NECESSARILY ABOUT 
IRRESPONSIBLE CORPORATE 
BEHAVIOUR  BUT ARE 
RATHER INTENDED TO 
ADDRESS THE CONFUSION 
ABOUT WHAT COMPANIES 
ARE RESPONSIBLE FOR IN 
SOCIETY AND HOW THEY 
SHOULD PRIORITISE THESE 
RESPONSIBILITIES 

corporation. The remaining factors are 
developed below for the corporation. 

Beneficiaries (S)
To whom ought the corporation act 
responsibly? I identify three categories 
of beneficiaries, which start closest to 
the corporation’s economic activities and 
then fan out to become more general. 
The first set of parties to whom we’d 
expect the corporation to act responsibly 
is its economic stakeholders, to whom, 
we’d argue, the corporation bears a 
business-oriented responsibility. Moving 
beyond its business activities, we would 
consider the corporation to have society-
oriented responsibilities towards the 
broader human society. And, finally, the 
corporation has responsibilities to the 
environment or nature, including non-
human forms of life. These responsibilities 
are explored in the next section.

Scope (R)
For the requirements of corporate 
responsibility to have any purchase we 
need to outline what must be done for 

whom. The scope can be defined along 
a continuum from dispersed to specific, 
where the latter identifies specific action 
for specific parties, while the former 
describes an unspecified or loosely 
defined set of actions for an unspecified 
or broad set of beneficiaries. This is 
a significant challenge that corporate 
responsibility faces when we argue for 
responsibility to ‘society’, because the 
concept of society is too vague and, 
consequently, any argument for corporate 
behaviour in favour of the welfare of non-
economic stakeholders often falls flat. 
Our goal must be to offer corporations 
clear guidance. If guidance is vague, 
corporations are less likely to act and less 
likely to behave responsibly. 

Moral optionality (Q)
We would consider an actor morally 
blameworthy for not performing an 
obligatory act, for example the thief 
returning the stolen purse, but would 
allow an actor to act according to his 
own discretion if an action is morally 
voluntary, that is, it is morally desirable 
but not required. If we hold companies 
responsible for actions that benefit their 
non-economic stakeholders, they will 
feel a strong obligation to perform these 
actions and we are more likely to see 
action.

Having developed these factors, we 
can now consider the nature of the 
corporation’s responsibilities for relevant 
sets of stakeholders and the conditions 
(T) under which these responsibilities 
hold. 

IDENTIFYING CORPORATE 
RESPONSIBILITIES AND 
ASSESSING THEIR STRENGTH

By plotting the scope of responsibilities 
on the horizontal axis of a graph and moral 
optionality on the vertical axis, as shown 
in figure 1, we create a useful framework 
for understanding the strength of 
corporate responsibilities. Responsibilities 
that fall into the top right corner, where 
required action is specific and obligatory 
yield strong responsibilities, that is, we 
expect and require companies to fulfil the 
requirements of these responsibilities. 
Where responsibilities fall into the 
lower left corner, where they are more 
dispersed in scope and voluntary, they 
are weak responsibilities since they are 
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less likely to compel corporations to take 
meaningful and direct action.

When discussing corporate responsibility, 
we typically have in mind responsibilities 
relating to welfare concerns for society 
and sustainability concerns relating to the 
environment. These are two important 
categories of corporate responsibilities, 
but there is a third category, business-
oriented responsibilities, that is mostly 
overlooked in the responsibility discourse. 
The society-oriented and environment-
oriented categories of responsibilities 
must be considered in the context of this 
business-orientated category if we want 
companies to act upon them. Stated 
differently, we have to take a company’s 
business-oriented responsibilities 
seriously when considering its fulfilment 
of society-oriented and environment-
oriented responsibilities. Within these 
three broad categories, I identify five 
corporate responsibilities, which are 
discussed below and plotted on the 
strength of corporate responsibilities 

WHEN DISCUSSING 
CORPORATE RESPONSIBILITY, 
WE TYPICALLY HAVE IN MIND 
RESPONSIBILITIES RELATING 
TO WELFARE CONCERNS FOR 
SOCIETY AND SUSTAINABILITY 
CONCERNS RELATING TO THE 
ENVIRONMENT. THESE ARE TWO 
IMPORTANT CATEGORIES OF 
CORPORATE RESPONSIBILITIES, 
BUT THERE IS A THIRD 
CATEGORY, BUSINESS-ORIENTED 
RESPONSIBILITIES, THAT IS 
MOSTLY OVERLOOKED 

graph in figure 2.

BUSINESS-ORIENTED 
RESPONSIBILITY

Two sets of responsibilities relate to 
business’s primary function, namely 
economic responsibility and ethical 
responsibility.

Economic (or contractual) 
responsibility 
Economic responsibility relates to 
the core economic activities of a 
commercial corporation and sets out 
the responsibilities that the corporation 
has towards its economic stakeholders. 
These responsibilities relate specifically 
to the stakeholders with whom the 
corporation interacts directly and 
intentionally in conducting its business, 
namely those parties who affect the 
economic performance of the corporation 
or have an economic interest in the 
corporation’s actions. These parties 

are typically employees, suppliers, 
customers, financiers (equity and debt) 
and government. The corporation’s 
responsibility to these parties is typically 
defined by contract or law. To employees, 
the corporation bears a responsibility to 
fulfil the conditions of their employment 
contracts, including rewarding 
performance and providing employee 
benefits. To suppliers, the corporation 
bears the responsibility to settle invoices 
according to terms of their agreements. 
To customers, the corporation owes 
the fulfilment of purchase orders. 
To financiers, the corporation bears 
a responsibility to employ capital as 
agreed and to generate and pay returns, 
whether as repayments of debt or 
dividends on equity. The corporation bears 
a responsibility to government, derived 
from law, to pay corporate and other 
taxes. In considering whether a company 
is behaving responsibly or not, the first 
lens through which we look at a company 
is this economic lens, to determine the 
extent to which a company is fulfilling 
these responsibilities. We could ask the 
following questions: Are they paying their 
staff a fair wage? Are they paying their 
suppliers on time? Importantly, are they 
fulfilling their full tax obligations?

Stakeholder theorists typically identify 
society as a stakeholder, not government. 
In seeking to delineate a company’s 
responsibilities so as to apportion to 
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WHEN WE ASK, ‘TO WHOM 
SHOULD THE CORPORATION ACT 
ETHICALLY?’ WE ARE TEMPTED 
TO ANSWER, ‘EVERYONE’. 
WHILE THIS MAY BEAR SOME 
ELEMENT OF VALIDITY, THE 
ANSWER FALLS FOUL OF OUR 
NEED FOR SPECIFICITY

each responsibility the warranted moral 
force, it is important that we separate the 
specific responsibility, governed by law, 
to pay taxes to the state, from a more 
general responsibility to an unspecified 
‘society’. The corporation’s responsibility 
to society is not born out of a direct, 
intentional economic contract. This is not 
to say that the company does not engage 
with the broader society and environment 
for economic gain. The responsibilities 
that derive from these interactions are 
addressed later. Part of the resistance to 
social responsibilities is the vagueness 
in the definition of society, as well as 
the justification for this responsibility 
and what it entails. Business bears an 
economic responsibility to pay tax to the 
government to be used according to its 
policies and laws. While it is true that 
the state serves society and in some 
cases may be considered as representing 
society, I am opting here to identify the 
specific economic responsibility between 
distinct parties, that is, the corporation 
and the state, rather than the vague 
concept of society. I am not rejecting 
the notion of a social responsibility; I 
seek only to clarify the nature of this 
responsibility, which is distinct from a tax 
obligation.

As shown in figure 2, economic 
responsibilities are considered strong 
since they are specific and obligatory (top 
right quadrant). 

Ethical responsibility
An extensive business ethics literature 
has developed in recent years, notably in 
the form of professional ethics standards, 
but there is also literature exploring the 
ethics of specific business functions, 
such as advertising and accounting. 
Fundamentally, the question of ethics 
relates to behaviour, that is, how parties 
behave when they interact with each 
other. Ethics asks questions about 
right or wrong actions, and good or bad 
outcomes. While much debate continues 
over which ethical theories should govern 
business action, there is little doubt that 
companies bear some responsibility 
to behave ethically. But to whom do 
companies owe this ethical responsibility? 
Again, it is important to define the scope 
of this responsibility since definitions 
of scope that are too wide will not be 
effective in offering action guidance. 

When we ask, ‘to whom should the 
corporation act ethically?’ we are 

tempted to answer, ‘everyone’. While 
this may bear some element of validity, 
the answer falls foul of our need for 
specificity. Just as a corporation bears 
specific economic responsibilities by 
virtue of being a corporation so too 
does it bear ethical responsibilities by 
virtue of being a corporation. I call these 
corporate ethical responsibilities (CER). 
These responsibilities could be termed 
role responsibilities, which would differ 
from our ordinary morality. Just as police 
officers, politicians and doctors acquire 
ethical responsibilities by virtue of the 
roles they play in society, so too does the 
corporation. The most tangible way to 
conceive of these ethical responsibilities 
is in the context of the corporation’s 
economic responsibilities, since these 
relate to the corporation’s core purpose, 
are well defined, and relate to interactions 
with other parties, a key requirement 
for defining ethical responsibility. 
We could thus define CER as the 
expected behaviour of a corporation, 
in its interactions with economic 
stakeholders, to take the right course of 
action or to ensure good outcomes for 
these stakeholders. 

Take customers, for example. While 
economic responsibility requires the 
corporation to fulfil its contract to 
supply the product or service for which 
the customer has paid, its ethical 
responsibility requires the corporation 
to do so by pricing fairly and not 
cutting corners in terms of quality. 
CER requires not only the fulfilment 
of a contractual obligation but that it is 
fulfilled properly. 

Linking ethical responsibility to 
economic stakeholders strengthens 
this responsibility considerably. Rather 
than the commonplace view that 
corporations should behave ethically 
towards everyone, which disperses 
the scope of this responsibility, we can 
argue that, at a minimum, corporations 
bear a strong responsibility to behave 
ethically towards their economic 
stakeholders. This strong responsibility 
(specific and obligatory) can be plotted 
in the top right corner of figure 2. 

Business-oriented responsibilities 
relate specifically to the activities and 
stakeholders with whom the corporation 
interacts in conducting its business, 
but these do not exhaust the full set of 
responsibilities borne by companies. I turn 

to these other responsibilities next.

SOCIETY-ORIENTED 
RESPONSIBILITY

Few would deny that business bears 
some responsibilities to society ‘that 
go beyond the production of goods and 
services at a profit’,1 that is, beyond 
responsibilities to economic stakeholders. 
This responsibility is typically grounded 
in the common good approach which 
maintains that ‘business, as with any 
other social group or individual in society, 
has to contribute to the common good, 
because it is a part of society’, and thus 
‘should be neither harmful to nor a 
parasite on society, but purely a positive 
contributor to the well-being of the 
society’.2

But what is the nature and scope of 
this responsibility? What priority does 
it hold in relation to business-oriented 
responsibilities? Scholars and practitioners 
rightly complain that society-oriented 
responsibility is ill-defined and confusing. 
A significant part of this confusion 
relates to the lack of clarity when it 
comes to defining the scope of social 
responsibility and, even more so, the 
moral optionality. To resolve this confusion 
I distinguish between dispersed voluntary 
responsibilities, which I call community 
responsibility, and specific obligatory 
responsibilities, which I call justice 
responsibility.

Community responsibility
The most prevalent form of society-
oriented responsibility is that deemed 
to be owed to the communities in 
which a business operates. These 
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actions usually derive from a sense of 
benevolence or compassion for groups 
in need, whether the community is a 
local village, region or even country. 
This is what is usually referred to as 
corporate social responsibility or CSR and 
includes committing company resources, 
both human and financial, to non-profit 
organisations that provide a range of 
development and care services, as well 
as direct involvement in community 
activities. While these are charitable acts, 
companies do derive benefits from these 
activities in the form of tax credits, brand 
building or the organisational satisfaction 
that comes from helping others. 

The challenge that companies face is 
that community expectations almost 
always exceed what companies are able 
or willing to do. Community expectations 
derive broadly from two claims: first, 
that companies owe it to society and, 

THE CORPORATION BEARS 
RESPONSIBILITY TO ADVANCE 
JUSTICE BECAUSE IT PARTICIPATES 
IN THE ECONOMIC SCHEME THAT 
CAUSES OR PROPAGATES MANY 
OF THE INJUSTICES PREVALENT IN 
OUR SOCIETIES. THIS IS THE MOST 
OVERLOOKED OF CORPORATIONS’ 
RESPONSIBILITIES AND SITS 
AT THE HEART OF SOCIETIES’ 
COMPLAINTS ABOUT MODERN 
CORPORATE CAPITALISM – THAT 
COMPANIES CAUSE HARM 
WITHOUT REMEDY

second, that companies possess the 
resources to alleviate social ills. I discuss 
the idea of a debt to society below as a 
justice responsibility and argue that this 
should be considered as distinct from 
the benevolent community responsibility. 
The idea that companies possess the 
resources to invest in communities 
follows a logic that says, ‘because you 
can help, you ought to’. Milton Friedman 
objected to this logic when he wrote 
that ‘there is one and only one social 
responsibility of business – to use 
its resources and engage in activities 
designed to increase its profits’.3 Friedman 
adds that this focus is justified so long 
as corporations ‘engage in open and free 
competition, without deception or fraud’, 
seemingly supporting ethical responsibility 
as I’ve defined it above, but leaving no 
room for society-oriented responsibilities. 
If we interpret Friedman’s use of the 
term ‘responsibility’ to mean obligation, 
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then I agree that companies bear no 
community responsibility, especially 
when this responsibility is derived from 
its supposed possession of resources, 
as is often the case. That a company has 
cash in the bank does not mean that it is 
at liberty to disburse these funds at will, 
since numerous claims by its economic 
stakeholders stand against this cash.

Community responsibility, or CSR, 
remains poorly defined and dispersed. 
Who exactly in the community should 
be the recipient of the charitable deeds 
and what is due to them is unspecified, 
thus leading to perpetual jostling 
between business and communities, 
and indeed government, for access to 
corporate funds. This dispersed voluntary 
responsibility is located at the bottom 
left corner of figure 2. It is a weak 
responsibility that can lead to much 
confusion in business and society.

Justice responsibility 
The corporation bears responsibility to 
advance justice because it participates 
in the economic scheme that causes 
or propagates many of the injustices 
prevalent in our societies.4 This is 
the most overlooked of corporations’ 
responsibilities and sits at the heart of 
societies’ complaints about modern 
corporate capitalism – that companies 
cause harm without remedy. This is 
why it is vital to separate community 
responsibility (CSR) from justice 
responsibility, or corporate justice 
responsibility (CJR). While community 
responsibility relies on a corporation’s 
compassion, CJR is derived from 
the causal relationship between the 
corporation’s practices and injustice. 
Whereas CER relies on fairness 
between contracted parties, CJR 
raises the bar on correct behaviour to 

include requirements such as refraining 
from exploitation of the vulnerable 
and not violating human rights. Unlike 
dispersed, voluntary community 
responsibility, CJR is obligatory and 
specific, placing it in the top right-hand 
quadrant of figure 2. 

CJR demands corporate action of 
three types, depending on the context, 
namely to remedy, avoid, or protect 
against injustice.

• Remedy A corporation’s obligation 
to remedy a harm derives from its 
role in causing the harm. Just as 
we identified the thief as the bearer 
of responsibility to remedy the 
harm he caused to the woman, if 
a corporation causes harm, allows 
it to occur or benefits from it, the 
corporation bears a responsibility 
to remedy the harm. This includes 
injustices of the past.

http://bit.ly/2QdYehZ
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• Avoid Corporations, particularly 
those in emerging markets, operate 
in contexts of current injustices or 
the enduring effects of historical 
injustices. South Africa is a good 
example of where the vulnerability 
of the majority black population is 
a result of the enduring effects of 
apartheid. In fulfilling their CJR, 
corporations are required to avoid 
any actions that would exploit or 
perpetuate these vulnerabilities. 
Furthermore, CJR requires that 
corporations commit no new harm. 

• Protect The responsible company 
will not only keep its own practices 
in check, but as a member of the 
business community will also seek 
to ensure that other companies 
are not committing harms. Action 
could take the form of establishing 
or supporting industry bodies or 
strengthening public institutions. 

An objection to CJR is that it is too 
demanding on corporations, but how 
demanding it is will be determined by 
the corporation’s own behaviour and 
choices, that is, its involvement in causing 
injustice and operating in unjust societies. 
Corporations can justifiably refrain from 
action in unjust situations where they 
have not participated in the injustice. 
However, a corporation is required 
to act when it can be judged to have 
participated. 

ENVIRONMENT-ORIENTED 
RESPONSIBILITY 

Most business activities consume 
natural resources (directly or indirectly) or 
contribute in some way to the degradation 
of our planet’s natural environment. 
Excessive consumption or damage 
not only deprives current generations 
of access to these resources but also 
threatens the livelihoods of future 
generations. Furthermore, environmental 
degradation not only threatens human 
life but animal and plant life as well. The 
fifth responsibility that can be assigned 
to the corporation is an environmental 
responsibility or a requirement to follow 
what have been termed sustainable 
business practices. 

Environmental responsibility / 
sustainability
Natural resources serve as inputs to 
economic activity and are impacted by 

the outputs of economic activity, whether 
by the by-products of manufacturing 
processes or by the plastic packaging 
used for products. Given the vast and 
lasting impact on the environment 
of corporations, we cannot allow 
environmental responsibility to be 
voluntary. Just as we assigned justice 
responsibility to the corporation on 
the grounds of its participation in the 
social harms caused, we must assign 
an obligation to corporations to act 
responsibly or sustainably with regard 
to the natural world. The challenge we 
face with this responsibility is that it 
remains largely dispersed, although it is 
becoming more defined in scope. While 
we have made some progress around 
limits on environmental degradation at the 
country level, for the most part this is not 
filtered down to the business level. For 
this reason, I have located environmental 
responsibility in the top left quadrant of 
figure 2. 

Fulfilling this responsibility requires three 
categories of actions, namely avoiding 
damage to the environment, moderating 
consumption of natural resources, and 
avoiding harm to animals. The latter 
requires supporting wildlife preservation 
and animal shelters, humane farming, 
bans on animal testing, and more 
generally migrating to consumption that 
excludes animal products. 

PRIORITISING CORPORATE 
RESPONSIBILITIES

Guided by the strength of corporate 
responsibilities framework, this analysis 
presents economic, ethical and justice 
responsibilities as strong corporate 
responsibilities, and these responsibilities 
should therefore take priority when trade-
offs are to be made. The base minimum 
requirement for a company to be 
considered responsible would be fulfilling 
its economic responsibilities ethically, that 
is, fulfilling economic responsibility and 
CER. This ascription can be made only for 
corporations that have fulfilled their justice 
responsibilities and specific environmental 
responsibilities (the portion that flows 
into the strong quadrant in figure 2). This 
therefore ought to be the requirement for 
all companies.

If we were to rank all five corporate 
responsibilities, they would follow 
this order: economic, ethical, justice, 

environmental and community. The low 
ranking of environmental and community 
responsibilities may generate objections. 
However, environmental responsibilities 
would need much greater definition to 
strengthen their pull on company attention 
and resource allocation, and, as argued, 
we can allow corporations discretion over 
community responsibilities provided they 
are fulfilling their justice responsibilities 
and their economic responsibilities 
ethically.

CJR argues that for certain social ills and 
social contexts, corporations are morally 
blameworthy if they do not act to remedy 
the ills, regardless of the business cost of 
doing so. While economic responsibility 
is typically paramount, where a company 
has not fulfilled its justice responsibility, 
such fulfilment should take precedence 
over economic responsibilities, with the 
cost to be borne by those economic 
stakeholders with residual claims, 
namely shareholders and government. 
This is effectively a rearrangement of a 
company’s moral priorities. 
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