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In the debate surrounding Corporate Social Responsibility (CSR) there are two diverging schools of thought. 

The first one believes that only regulation can be effective in implementing CSR. Taking the opposite view, 

the opponents of regulation consider CSR as a voluntary and a non-regulated exercise, which must be left to 

the individual corporations. It is our view that a regulative approach -as it is proposed in some European Union 

countries- would mean costs for individual companies and a dead weight loss for the whole European economy. In 

the following sections we will therefore discuss the reasons for such conclusion. 

Reasons for regulation

The supporters of regulating CSR base their argument in a perceived need to take decisions and clarifying 

concepts at a government level in order to prevent CSR from becoming pure corporate propaganda or a pointless 

marketing tool. They assume that State intervention is needed in order to level-playing field and ensure an effective 

implementation of rules on CSR. 

When analysing these arguments we can identify two orientations. The first one suggests that the government 

has the role to support the CSR culture among enterprises. The second one assumes that a ‘CSR Law’ is needed to 

define concepts, normalize actions, standardise conducts, put in order audit systems, establish triple bottom line 

obligations for corporations present in the financial markets, favour ethical investment funds and stimulate public 

buying and hiring with those companies that can be classified as socially responsible. It is primary this second 

orientation of governmental policy that we judge is negative for the development of CSR.

Arguments against regulating CSR based on ideology

There are two ideological reasons why regulation of CSR policies is wrong. The first one is that it goes in stark 

contrast against the entrepreneurial mentality, which is at the base of the socially responsible enterprise. The second 

argument is more philosophical by nature and addresses the semantics of the concept.

The origin of corporate social responsibility

The proponents of regulation argues that the term ‘social’ has been developed and ultimately integrated between the 

words ‘corporate’ and ‘responsibility’ by social agents as trade unions and non governmental organisations. Their 

idea is that only because of this meddling of external agents in the business activity CSR has developed as a concept. 

It might be true that the demands of the wider society have pushed for the visibility of corporate social responsibility 

but the basic thinking, the initiative, the project and the strategic vision have all their origin in the enterprise. Corporate 

social responsibility considers the survival of the enterprise in the long run and must be founded on the assumption 

of maintained competitiveness. CSR is pointless if it does not maintain or enhance the competitive advantage of 
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the enterprise. In this respect, corporate social responsibility is a foremost idea that has an entrepreneurial origin. It is 
therefore absurd to suggest that the government or any social agent can regulate or foresee what constitutes corporate 
social responsibility. Thinking that the regulator is best placed to implement CSR at a business level contradicts the 
very essence of the entrepreneurial activity, namely, allowing the entrepreneur to innovate and create new business 
ideas. In a way, it would be like teaching Karl Marx what Marxism is or should be.

A semantic dissertation of ‘corporate social responsibility’

The idiom ‘corporate social responsibility’ originates -as all words and elements of the language- to express an 
idea. It incorporates to the noun ‘responsibility’ two adjectives, ‘corporate’ and ‘social’, to limit its broad meaning. 
After integrating the three words, their meanings are harmonized, creating a concept as simple or complex as the 
combination of the three words that form it. To propose more elaborate definitions is a mistaken or deliberate act 
of confusion. Therefore, to make clear what is corporate social responsibility we must fix what we understand for 
responsibility.

Responsibility is defined, as ‘the quality or state of being responsible, understood as a moral or mental accountability’. 
Responsibility is a self-reflection of moral basis. Given that morality is the doctrine, which distinguishes the 
principles of right and wrong in behaviour, it is necessary for a moral obligation to exist that the responsible subject 
has judgement, free will and knowledge of its actions. If animals or kids are not considered responsible for their 
actions it is because they are not capable of moral perspective. For that reason, being responsible implies a mature 
mind, educated according to a system of values.

Once we have made clear what we understand for responsibility, to analyse the use of the two adjectives that 
complement the noun will be easier. ‘Social’ means ‘relative to society’ -being ‘society’ a ‘community, nation, or 
broad grouping of people having common traditions, institutions, and collective activities and interests’. Corporate 
means ‘relative to a corporation’.

If we add to ‘responsibility’ the two adjectives that limit its meaning we can define in the most fundamental way 
what we understand for ‘corporate social responsibility’: ‘a moral or mental accountability by which a corporation 
is responsible in relation to society’. Moral principles lead the enterprise to judge the errors of its behaviour and to 
assume their consequences.

The entrepreneurial essence of CSR and the semantic interpretation of the concept clearly point out the voluntary 
nature of corporate social responsibility. Regulating or directing the responsibility of the enterprise transforms its 
roots as an idea, changing it completely, destroying its uniqueness. A law that establishes obligations and norms to 
regulate the social behaviour of the company implies that, in the end, the government establishes what corporate 
social responsibility is in practical terms.

Arguments based on competitiveness 

The equilibrium between efficiency and equity offers economic and political thought one of its basic dilemmas. 
Market regulation is mainly justified by two reasons directly related to this conflict. Assuming that we strive to 
achieve an efficiency principle, laws must be established in order to protect free competition and make sure that 
the market process pushes for an optimal allocation of scarce resources. On the other hand, the equity principle 
stipulates that regulation should protect those members of society less favoured by economic dynamics, suffering 
from unfair resource allocation and extreme inequality.
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Due to the opposed nature of these two principles, measures tending to reduce inequality in the short term may 
derive in economic inefficiencies or disincentives to innovation and creativity in the long term. As over time both 
options bring costs to the society as whole, a policy choice must be based on common sense and a sharp analysis of 
the circumstances rather than closed ideological positions. Excessive or inappropriate regulation brings as a result 
a reduction in the flexibility of the enterprise to adapt itself to the economic and social circumstances, compete or 
innovate. Therefore, regulation must be handled with intelligence and care. 

Another dimension of regulation that governments tend to ignore is that it generally implies high costs. With 
time, regulations tend to restrain economic development and efficiency, affecting the citizen’s welfare. They imply 
wider state bureaucracy and increase the number of civil servants and government employees that must be hired to 
control that the normative is applied. Logically, all this must be financed through taxes that are either taken from 
the individual taxpayer -affecting his consuming and investing habits- or from the business -reducing its capacity 
to reinvest or hire new employees-.

Regulation also implies higher costs for the individual company, as it has to take care of fulfilling normative 
requirements. Those costs are of course transmitted to the price of the products, affecting once more the citizens’ 
welfare.

We must not forget that higher prices derived from new regulations imply a reduction in competitiveness that 
favours companies located in areas where those laws are not applied. New rules make less attractive the economic 
area, establishing an obstacle for the creation or settlement of businesses. If the regulation falls upon the whole 
economy, the loss of competitiveness and the vicious circle explained above will affect the economy at a national or 
continental level.

Although the benefits of a new regulation may seem obvious at first, it may contain countless costs difficult to assess. 
They do not manifest themselves immediately -the complexity of economic relations allows us only to suspect them-
, but they end up undermining economic growth and, with it, future progress. As such, the tendency is always to 
over-regulate implying higher costs in the long run. This is another reason why a regulative approach must only be 
applied in cases of strict necessity. Is it therefore really needed to normalize corporate social responsibility? If we 
accept that CSR is a business strategy that ensures a competitive advantage it becomes ridiculous for the regulator 
to normalise what in the real world is no more than a business practice. 

Corporate social responsibility in a European perspective

In July 2001, the European Commission presented its Green Paper “Promoting a European framework for 
Corporate Social Responsibility”. Its objectives were basically two: to stimulate the debate over the concept of 
CSR and to define the means of establishing a European framework of corporate social responsibility. Corporate 
social responsibility was defined as “a concept whereby companies integrate social and environmental concerns in their 
business operations and in their interaction with their stakeholders on a voluntary basis”. The Commission assumes in 
the document that a responsible management of the individual company development would have positive effects 
for all enterprises at an aggregate level. 

In its communication of July 2002, “Corporate Social Responsibility: A business contribution to Sustainable 
Development”, the Commission supported the following idea: “CSR can therefore make a contribution to achieving 
the strategic goal of becoming, by 2010, the most competitive and dynamic knowledge-based economy in the world, 
capable of sustainable economic growth with more and better jobs and greater social cohesion”.

The European Commission seems to have accepted the entrepreneurial view that commercial success and long term 
benefits for their shareholders can not only be obtained by a short-term profit-maximization strategy. Instead they 
need to support themselves in a market oriented responsible behaviour. The Commission says that “ in principle, 
adopting CSR is clearly a matter for enterprises themselves, which is dynamically shaped in interaction between them 
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and their stakeholders. Nevertheless, as there is evidence suggesting that CSR creates value for society by contributing to a 
more sustainable development, there is a role for public authorities in promoting socially and environmentally responsible 
practices by enterprises”. It seems clear that the European Commission has chosen to promote rather than regulate 
CSR. This plausible choice is in line with the objectives of the Lisbon Strategy, which aims to reduce costly and 
rigid regulation.

Among the action principles proposed by the Commission for its CSR promotion strategy the first one recognizes 
the voluntary nature of corporate social responsibility. This is supported by an EU Commission business survey 
that points out that “enterprises stressed the voluntary nature of CSR, its integration in the sustainable development 
context and that its content should be developed at global level. Enterprises emphasised there would not be “one-size-fits-
all” solutions. In the view of businesses, attempts to regulate CSR at EU level would be counterproductive, because this 
would stifle creativity and innovation among enterprises which drive the successful development of CSR, and could lead 
to conflicting priorities for enterprises operating in different geographical areas”.

Given that a regulatory CSR framework would lead to dead weight costs and heavy burdens for entrepreneurs, the 
Commission’s voluntary approach seems to be the best suited for the modern economy. Still, various trade unions 
and NGO’s continue to push for regulation at a European level. According to them, the “voluntary initiatives are 
not sufficient to protect workers and citizens rights”.

Trade unions and non-governmental advocacy organizations have a legitimate right when they push forward their 
interests. However, regulators must make sure that all the interests of society are considered. While trade unions 
might want to achieve short-term social benefits the state must guarantee that future development is taken into 
consideration. By promoting the concept of Corporate Social Responsibility through a voluntary approach the right 
balance will be struck. Walking down the regulatory path will only benefit special interest groups at the expense of 
the society as a whole.

*Pablo Nieto, works as a researcher and journalist for the Corporate Social Responsibility Commission of the Spanish 
Accounting and Business Administration Association (AECA). 


