Meaning:

Social responsibility of business implies the obligations of the
management of a business enterprlse to protect the interests of the

soclety.

According to the concept of social responsibility the objective of
managers for taking business decisions is not merely to maximize
profits or shareholders’ value but also to serve and protect the interests

of other members of a somety such as workers consumers and the
community as a whole e
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Thus, Saehar Commlttee on Compames and MRTP Acts appolnted by
Government ot Indla states “In the development of corporate ethlcs We ”
have reached a stage Where the question of social 1esponslb1hty of{i —
business to the commumty can no longel be scoffed at or talxen hghtlv

In the envir onment of modem Cmporate economle development the * ':f

corporate sector 11o longel functlons in 1solat1011 If the pleﬁ of the =
companies that thev are peltomung a social pmpose is to be aeeepted

- it can only be ]udged bV the test ot socml Ie‘»ponsweneu,b Shown 5 th 2
needs of the soc1ety . et s
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Government of India states, “In the development of corporate ethics we
have reached a stage where the question of social responsibility of
business to the community can no longer be scoffed at or taken lightly.
In the environment of modern corporate economic development, the
corporate sector no longer functions in isolation. If the plea of the
companies that they are performlng a socml purpose is to be accepted,

it can only be judged by the test of somal responsweness shown to the
needs of the 5001ety L it ‘1 ;3 i i |

B e .
[t may be noted that some fndlan socmloglsts and economlsts relate the
idea of social responsﬂnhty of |busmess of the Gandhlan concept of
trusteeship. Accor dlng to Mahatma Gandh1 capltahst class owns
wealth or capltal as tr ustees of the s%mety The resour ces and capltal
they use for pr oduct1on of goods and services, accor dmg to h1m should
be used not to ma*{lmlze pr oﬁts f01 them but for the laI geI beneflt of
the somety i ‘li‘ tif ‘gf‘;_ Wi | -

| lw‘ | : | | I | H_ ‘1‘ ‘\. : T i = :
Howevel in our V1ew 1t wﬂl be too 1deahst1c' to expect that busmess

enterprises will be pm ely gulded by the benehts they c-onfel on the
society by their act1v1t1es The concept ot social 1esponslb1hty as used in
management emenee is that businesses should maximise their profits

subject to their woﬂ\mg ina 5001ally responsible manner to promote
the interests of the qoc‘lety
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Social Responsibility of Business and Social Contract:

It is evident from above, the social responsibility of business implies

that a corporate enterprise has to serve interests other than that of

common shareholders who, of course, expect that their rate of return,

value or wealth should be‘ marciniised.; L Ees

But in today’s world the lnterest of other stakeholders community and

_ environment must be protected and promoted SOCIal responsibility of
busmess enterprlses to the Varlous stakeholders and soc1ety in general

contract.

Comsumes ]

'Emycyees 1

| \\{ %ﬂy -

Fig. 3.1. Re ymmduhn nf Buwm Ay hm r;um N fom (Mtf\ Stakeholders and Society in General,
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1. Responsibility to Shareholders' '

In the context of good corporate governance a corporate enterprise
must recognise the rights of shareholders and protect their interests. It
should respect shar eholders Ilght to 1nf01 matlon and respect their

right to submit proposals to V%te and to ask questlons at the annual
general body meeting. - A

The corporate enterprlse should observe the best code of conduct in its
dealings with the shar eholders However, the corp01 ate Board and
management try to 1nc1 ease pr ofits or sha1 eholders’ Value but in
pursuing this ob]ectlve they should protect the interests of employees
consumers and othe1 stakeholders Its spemal 1espo1lslb1hty is that in
its efforts to 1ncr ease pr oflts or shar eholdels Value it should not pollute

the envnonnlent .

2, Responslblhty to Employees' i

The success of a busnlesq enterpuse depends to a larve extent on the
morale of its employees. Employees make valuable contribution to the
activities of a business organisation.The corporate enterprise should
have good and fair employment practices and industrial relations to

enhance ite nradnetivity. Tt mnst recoenise the riehts of workers or
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The most important responsibility of a corporate enterprise towards
employees is the payment of fair wages to them and provide healthy
and good working conditions. The business enterprises should
recognise the need for providing essential labour welfare activities to
their employees, especially they should take care of women workers.
Besides, the enterprises should make arrangements for proper training
and education of the workers toenhan'ce' their,skills.
However, it may be noted that Vely few eompanles in Indla follow
many of the above good practlces While the captalns of Indlan f
industries generally oomplam about low productlwty of thelr =
employees, little has been done to address thelr problems AJlth vaard
Cabraal rlghtly wntes’; “It should pelhaps be Ieahsed that corpor atlons
can only be as effeotlve and efflelent as its employees and the1 efore ?if, ,
steps should be tal\en to 1mplement such reforms ina pro aetlve '
manner, rather than mer ely attemptlng to cornply Wlth many 1aboul
 laws that pr evaﬂ in the c'ountry Tlns is pl obably one ar ea where good
governance pr aotlees could make a s1gn1f1c~ant nnpact on the country’s

business envir onment

Scanned with CamScanner



3. Responsibility to Consumers:

Some economists think that consumer is a king who directs the
business enterprises to produce goods and services to satisfy his wants
However, in the modern times this may not be strictly true but the
companies must acknowledge thelr Iespon51b1ht1es to protect their

interests in under tfikmd',thelr p1 oductlve actwltles =

ADVERTISEMENTS:

Invoking the notidh "ijif—'somal» contract the mnag n expert Peter_

enterprises should 1ecogmqe the ughts of consumel <; and undex qtand

their needs and wants cmd pl oduce go@dg 01 senqceq accor dingly.
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4. Obligation towards the Environment:

The foremost responsibility of business enterprises is to ensure that
they should not damage the environment and for this purpose they
should reduce as much as possible air and water pollution by their
productive activities. They should not dump their toxic waste products
In rivers and streams to avoid their pollution. Pollution of environment

poses a great health hazard for the people and is a cause of several
respiratory and skin diseases.

In economic theory pollution of environment is regarded as social cost

that must be minimised. There is now a growing aw. areness towards

reduction in environment pollution. According to the recent findin g5
the climate change is occurring due to greater emission of carbon =
dioxide and other pollutants. === == —m
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