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CONCEPT OF SOCIAL RESPONSIBILITY 
It implies the duties and set of responsibilities that a business organisation has 
towards the society and its members. It also insists the enterprise must conduct 
various activities which are beneficial for society. Business always makes use of 
resources of society and hence it is a part of their responsibility to give something 
back by working for the improvement of society. 

Arguments in favour of Social Responsibility : 

There is a need for Social Responsibility of busines for Existence and Growth :- 

1. Justification for Existence and Growth :- Business is the creation of 

society therefore it should respond according to the demands of the 

society. To survive and grow in society for long run the business 

must provide continuous services to the society. 

2. Long term Interest of the firm : A firm can improve its image and builds 

goodwill in the long run when its highest goal is to serve the society . If 

it indulges in unfair Trade Practices e.g., adulteration, hoarding, 

blackmarketing it may not be able to exist for long. 

3. Avoidance of government regulations : Business can avoid the 

problem of government regulations by voluntarily assuming social 

responsibilities. 

4. Availability of resources with business :- Business has valuable 

financial and human resources which can be effectively used for 

solving problems of the society. 

5. Better environment for doing business : Social responsibility creates 

better environment for business operations as it improves Quality of 

life and standard of living of people. So, business will get better 

community to conduct business. 

6. Contribution to social problems : Some of the social problems have 

been created by business firms themselves such as pollution, creation 

of unsafe work places, discrimination etc, Therefore, it is the moral 

obligation of business to solve such social problems. 



7. Converting problem into opportunities:That business has history to 

convert the risk situation into profit making body, which cannot only 

solve social problembut also make effective by accepting the 

challenge. 

 

Arguments Against Social Responsibility : major arguments against social 
responsibility are : 

1. Profit Motive - A business is an economic entity that is guided by profit motive. It should 
not waste its energies and resources in fulfilling social responsibility. 

2. Burden on consumers - Involvement of business in social responsibilities involve a lot of 
expenditure which will ultimately be borne by the customers. 

3. Lack of Social Skills - The business firms and managers have the skills to handle business 
operation. They are not expert to tackle the social problems like poverty, over 
population etc. Therefore, social problems must be tackled by social experts. 

4. Lack of public support - Generally public does not like business involvement in social 
problems. Therefore, business cannot fulfill social responsibility because of lack of public 
confidence & cooperation. 

 

REALITY OF SOCIAL RESPONSIBILITY  

1. Labour movement pressure: Labours are more educated and know their rights      
well; hence it is essential for businesses to provide benefits and good working    
conditions, better remuneration so as to take care of the welfare of the workers. 

2. Consumer Consciousness: Consumers have become more conscious of their 
rights, and thus the companies need to prepare products that are cost-efficient. 

3. Threat of Public regulation: If the company is not working in the direction of 
benefit of society, then the government may step in to safeguard the interests of 
the society. 

4. Development of business education: There is need for consumers, investors, 
employees to become more aware of the social issues around them. 

5. Developing Social standards: Companies cannot only be profit-making entities 
but also need to look towards serving social needs for growth and existence, for 
this they need to fulfil some activities of social welfare 

6. Relationship between social interest and business interest: Business enterprises 
have realised that social interest and business are not different, they are partly 
co-related. This feeling that business can grow or be in long term only when they 
can serve the society. 

7. Development of professional, managerial class: Professional management 
educations in universities and specialised management institutes have created a 
separate class for professional managers who got different altitude towards 
social responsibility as compared to earlier class of owner manager. 

 

KIND OF  SOCIAL RESPONSIBILTY 



1. Economic responsibility: Business enterprise operates with the sole purpose of 
earning profits. Hence a business must undertake activities for producing goods and 
services as per customer needs and sell them at reasonable prices. 
2. Legal Responsibility: It is part of a firm’s responsibility to abide by the laws and 
regulations of the country of operation. 
3. Ethical responsibility: It implies that any business enterprise must follow the 
business practices that are ethical and just from the society viewpoint 
4. Discretionary Responsibility: This type of responsibility is voluntary in nature, it 
depends on the discretion of the organisation to start a hospital, provide scholarship 
to needy people or help with food to people facing food shortage due to any natural 
calamity. 

 

SOCIAL RESPONSIBILITY TOWARDS DIFFERENT INTEREST GROUPS 

Business has Interaction with serveral interest groups such a shareholders, 

workers, consumers, government and community Business is responsible to 

all these groups. 

1. Responsibility towards share holders :- 

i) To ensure a fair and regular return on the investment of shareholders. 

ii) To ensure the safety of their investment 

iii) To strengthen financial position of the company. 

iv) To safeguard the assets of the business. 

v) To protect the interest of all types of investors in the business. 

2. Responsibility Towards workers :- 

i) Providing fair compensation and benefits. 

ii) Providing good and safe working conditions. 

iii) To develop a sense of belongingness. 

3. Responsibility toward consumers :- 

i) To supply right quality of goods & services at reasonable prices. 

ii) To ensure regular and adequate supply of products. 

iii) To inform them about new products and new uses of existing products. 

iv) To handle the customers grievance promptly. 

4. Responsibility Towards Government - 

i) To pay taxes honestly 

ii) To observe rules laid down by the government. 

iii) to avoid corrupting government employees. 



5. Responsibility towards community - 

i) To make available opportunities for employment. 

ii) To avoid polluting the environment. 

iii) To  uplift the weaker sections of society. 

 
BUSINESS AND ENVIRONMENTAL PROTECTION :- 

Meaning of Envronment : - The environment is defined as the totality of 

man s surroundings - both natural and man made. Natural Resources all 

land, water, air and man made - cultural heritage, socio economic 

institutions and the people. 

Meaning of Environmental pollution - It means injection of harmful 

substances into the environment. The greatest problem that industries and 

businessmen are creating is that of pollution - which is the result of 

industrial production. So, protection of environment is must. 

Causes of Pollution :- Many industrial organisations have been responsible 

for causing air, water, land and noise pollution. 

1. Air Pollution - Due to smoke, chemical emitted by factories, vehicle. It 

has created a hole in the ozone layer leading to global warming. 

2. Water pollution - Due to chemicals and waste dumped into the 

rivers, streams & lakes. It has led to the death of several animals and 

posed a serious problem to human life. 

3. Land Pollution - Due to dumping of garbage and toxic wastes which 

affect the fertility of land and makes it unfit for agriculture. 

 
 

4. Noise Pollution : Caused by the running factories and vehicles. 

Noise pollution can be responsible for many diseases like loss of 

hearing, violent behaviour and mental disoder. 

NEED FOR POLLUTION CONTROL :- 

1. To ensure healthy life - Many diseases like cancer, heart attack and 

lung complications all caused by pollutants in the environment. 

Pollution control is must to keep a check on these diseases. 

2. To ensure safety - Due to environmental pollution and smoke the 

visibility is reducing due to which chances of accidents have been 

increasing. To reduce the number of accidents there must be a check 

on pollution. 

3. Economic Losses : Pollutants in the environment bringing heavy 



economic losses for the country, for example Taj Mahal is losing its 

beauty due to pollution. 

4. Improved Public Image : A firm that adopts pollution control 

measures enjoys a good reputation as a socially responsible enterprise. 

ROLE OF BUSINESS ENVIRONMENTAL PROTECTION : 

1. Eco- friendly and clean or low waste technology should be used 

by industrial organisation. 

2. Industrial wastes should be recycled as far as possible. 

3. Plant and machinery should be modernised to minimise pollution. 

4. The business houses should comply with the laws and regulations 

enacted for prevention of pollution. 

5. Positive steps should be taken to save environment. These 

include plantation of trees, cleaning of rivers, ponds etc. 

 
Corporate social responsibility 
Corporate social responsibility is the role that companies need to perform so as to 
meet the objective of social development and follow a balanced approach towards 
economic progress, social progress and environment protection. 
CSR is governed by clause 135 in the Companies Act and is applicable to companies 
that have: 
1. Annual turnover amounting Rs.1000 crore 
2. Net worth amounting to Rs.500 crore 
3. Net profit of Rs.5 crore 
The CSR guidelines are as follows: 
1. Companies should set up a committee for Corporate Social Responsibility that 
consists of 3 or more board members of the company; one of them should be an 
independent director. 
2. It also encourages companies to spend 2% of their net profit from the previous 
three years towards CSR activities. 
3. The CSR activities that can be undertaken by a company should be as mentioned 
under Schedule VII of the act. 
4. Only those CSR activities that have been undertaken in India will be considered. 
5. Activities meant exclusively for employees should not qualify as CSR. 

  



Chapter -6 (NCERT SOLUTION) 

 

1. What do you understand by social responsibility of business? How is it different from 
legal responsibility? 

It implies the duties and set of responsibilities that a business organisation has towards the 
society and its members. It also insists the enterprise must conduct various activities which 
are beneficial for society. Business always makes use of resources of society and hence it is a 
part of their responsibility to give something back by working for the improvement of 
society. 

Social responsibility is different from legal responsibility as by abiding only the laws; legal 
responsibilities can be taken care of while social responsibilities are more concerned with 
doing better for society as in generating employment for poor and those who are physically 
challenged and employment opportunities for women. 

2. What is environment? What is environmental pollution? 

The environment comprises of the biotic and abiotic resources that are present in and 
around us. It impacts our quality of life. But with rapid growth in human population coupled 
with industrialisation, resources have been used, resulting in their depletion or degradation. 
Also, harmful discharge into the environment has resulted in polluting the area. 

There are 4 types of pollution: 

1. Water pollution which is caused by industrial waste after getting discharged from the 
pipe. 

2. The dumping of toxic wastes in the ground causes land pollution and also makes the land 
unfit for any kind of agricultural activities. 

3. Noise pollution is caused by vehicles and factories causing, health problems such as 
hearing loss and mental disorders. 

4. Air Pollution is caused by the burning of waste materials, exhaust fumes from vehicles 
that release harmful gases into the atmosphere. 

3. What is business ethics? Mention the basic elements of business ethics? 

Business ethics deals with values and principles governing behaviour of an individual or an 
organisation and business activities that are considered as likeable from the society 
viewpoint. It helps managers and the other employees in performing their duties in a 
manner which is found to be socially acceptable. 

Some elements of business ethics are: 

1. Commitment from Top Management 

2. Formation of a “code” 

3. Establishing a compliance mechanism. 

4. Involving employee at all levels. 



5. Measuring results 

4. Briefly explain (a) Air pollution, (b) Water pollution and (c) Land pollution. 

1. Air Pollution is caused by the burning of waste materials, exhaust fumes from vehicles 
that release harmful gases into the atmosphere. 

2. Water pollution which is caused by industrial waste after getting discharged from pipe. 

3. The dumping of toxic wastes in ground causes land pollution and also makes the land 
unfit for any kind of agricultural activities. 

5. What are the major areas of social responsibility of business? 

Areas of social responsibility include: 

1. Economic responsibility: Business enterprise operates with the sole purpose of earning 
profits. Hence a business must undertake activities for producing goods and services as per 
customer needs and sell them at reasonable prices. 

2. Legal Responsibility: It is part of a firm’s responsibility to abide by the laws and 
regulations of the country of operation. 

3. Ethical responsibility: It implies that any business enterprise must follow the business 
practices that are ethical and just from the society viewpoint 

4. Discretionary Responsibility: This type of responsibility is voluntary in nature, it depends 
on the discretion of the organisation to start a hospital, provide scholarship to needy people 
or help with food to people facing food shortage due to any natural calamity. 

6. State the meaning of Corporate Social Responsibility as per the Companies Act 2013. 

Corporate social responsibility is the role that companies need to perform so as to meet the 
objective of social development and follow a balanced approach towards economic 
progress, social progress and environment protection. 

CSR is governed by clause 135 in the Companies Act and is applicable to companies that 
have: 

1. Annual turnover amounting Rs.1000 crore 

2. Net worth amounting to Rs.500 crore 

3. Net profit of Rs.5 crore 

The activities that fall under schedule VII are related to hunger and poverty eradication, 
removing gender inequality, and creating a sustainable environment. 

 

  



MCQ 
Question 1. Social responsibility is 
(a) Same as legal responsibility              (b) Broader than legal responsibility 
(c) Narrower than legal responsibility   (d) None of them 
 
Question 2. If business is to operate in a society which is full of diverse and complicated 
problems, it may have 
(a) Little chance of success                    (b) Great chance of success 
(c) Little chance of failure                  (d) No relation with success or failure 
 
Question 3. Business people have the skills to solve 
(a) All social problems                        (b) Some social problems 
(c) No social problems                        (d) All economic problems 
 
Question 4. That an enterprise must behave as a good citizen is an example of its 
responsibility towards 
(a) Owners                                            (b) Workers 
(c) Consumers                                      (d) Community 
 
Question 5. Environmental protection can best be done by the efforts of 
(a) Business people                             (b) Government 
(c) Scientists                                         (d) All the people 
 
Question 6. Carbon monoxide emitted by automobile directly contributes to 
(a) Water pollution                             (b) Noise pollution 
(c) Land pollution                                (d) Air Pollution 
 
Question 7. Which of the following can explain the need for pollution control? 
 (a) Cost savings                                  (b) Reduced risk of liability 
(c) Reduction of health hazards       (d) All of them 
 
Question 8. Which of the following is capable of doing maximum good to society? 
(a) Business success                           (b) Laws and regulations 
(c) Ethics                                               (d) Professional management 
 
Question 9. Ethics is important for 
(a) Top management                          (b) Middle-level managers 
(c) Non-managerial employees        (d) All of them 
 
Question 10. Which of the following alone can ensure effective ethics programme in a 
business enterprise? 
(a) Publication of code 
(b) Involvement of employees 
(c) Establishment of compliance mechanisms 
(d) None of them 
 

 



Extra question 
 

 

Question 1. 

Which of the following alone can ensure effective ethics programme in a business enterprise? 

(a) Publication of a code 

(b) Involvement of employees 

(c) Establishment of compliance mechanisms 

(d) None of them 

 
Question 2. 
Which of the following is capable of doing maximum good to society? 
(a) Business success 
(b) Laws and regulations 
(c) Ethics 
(d) Professional management 
 
Question 3. 
Carbon monoxide emitted by automobiles directly contributes to 
(a) Water pollution 
(b) Noise pollution 
(c) Land pollution 
(d) Air pollution 
 
Question 4. 
That an enterprise must behave as a good citizen is an example of its responsibility towards 
(a) Owners 
(b) Workers 
(c) Consumers 
(d) Community 
 
Question 5. 
If business is to operate in a society which is full of diverse and complicated problems, it may have 
(a) Little chance of success 
(b) Great chance of success 
(c) Little chance of failure 
(d) No relation with success or failure 
 
Question 6. 
“Ethics deals with the right actions of individuals.” Who said? 
(a) Peter F. Drucker 
(b) C. S. Rao 
(c) J. R. Betty 
(d) C. Zahe 
 
Question 7. 
Which of the following statements about ethical standards are TRUE? 
(a) The upper limits of ethical standards are set by individual standards 
(b) The laws of economically developed countries generally define the lowest common denominator 



of acceptable behaviour 
(c) The actual degree of enforcement of the law in an underdeveloped country would determine the 
lower limit of permissible behaviour 
(d) All of the above 
 

Question 8. 
Which statement is true? 
(a) Human values system plays a vital role in total quality management 
(b) Values give the real meaning to total quality management effort 
(c) Total quality management is a corporate management strategy 
(d) All of the above 
 

Question 9. 
The national Society of Professional Engineers had a code, which requires professionals to 
(a) Dissociate themselves from organizations that are of a questionable character 
(b) Further the cause of public good 
(c) Advise clarity, the consequences, if a technical opinion is overruled by a non-technical person 
(d) All of the above 
 

Question 10. 
Which one of the following is not principle business ethics? 
(a) Principle of universality 
(b) Principle of humanity 
(c) Principle of autonomy 
(d) Principle of dissatisfaction 
 

Question 11. 
Which of the following does not contribute to the development of a manager’s standard of ethics? 
(a) competitor behaviours 
(b) society’s norms and values 
(c) individual life experiences 
(d) environmental situations 
 
Question 12. 
The hand-of-government refers to the 
(a) ability of the government to interfere in business negotiations 
(b) role of corporations to be profitable within the law 
(c) effect of national politics on business decisions 
(d) impact of changing government regulations 
 
Question 13. 
According to the concept of moral intensity, a worker is most likely to behave ethically and legally 
when 
(a) a manager observes his or her behavior closely 
(b) the worker has intense morals 
(c) the consequences of the act are minor 
(d) the consequences of the act are substantial 
 
Question 14. 
Corporate social responsibility that extends beyond legal mandates can help meet societal 
expectations in the absence of 



(a) Statutory devices 
(b) Social tool 
(c) Cost tool and Techniques 
(d) Science tool 
 
Question 15. 
If you believe in making decisions for the good of most people, you can be described as following 
which school of thought? 
(a) utilitarianism 
(b) teleology 
(c) deontology 
(d) egoism 
 


