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CSR Reaction Paper 

 Business is complicated. There is no getting around this. There are many individuals who 

go to school for years to understand the ins and outs of the business world and still strive to 

uncover uncharted practices. Much of this is due to the fact that business can be, albeit 

numbers-based, largely theoretical. There are many scholars with conflicting opinions regarding 

what is best for the economic field. This is exactly the case when approaching the issue of 

corporate social responsibility, or CSR, in the workplace. Namely, economic scholars often clash 

on shareholder theory versus stakeholder theory. The debate sparks passion on both sides of 

the argument. However, in the world of business, I believe that stakeholder theory reigns 

supreme because, in simplest form, a triple bottom-line approach is unavoidable today’s 

society, so it is beneficial to all parties when companies lean into it. 

 Before one can form an opinion on business practices that excel over others, it is 

important to first understand the perspective of all parties. Most people have heard of CSR. The 

term has become widely popularized in recent years as consumers have become more world-

conscious. CSR can be defined as, “the voluntary actions that a corporation implements as it 

pursues its mission and fulfills its perceived obligations to stakeholders, including employees, 

communities, the environment, and society as a whole” (Ragas & Culp, 2014, p. 110). Simply 

put, CSR is when a company contributes more to society than economic value alone. But this 

begs the question, do companies have an obligation to partake in CSR? Enter the debate of 

shareholder versus stakeholder theory. 

Shareholder theory states that companies have one goal alone: to bring a profit to 

shareholders. In essence, the theory places any virtue of the principles of CSR on the 



backburner to profits. While the theory does not explicitly argue against CSR, it argues that the 

only reason for a company to engage in socially responsible practices is if the practice will 

ultimately benefit shareholders of the company. As Milton Friedman asked in his argument for 

shareholder theory, “What does it mean to say that ‘business’ has responsibilities? Only people 

have responsibilities” (Friedman, 1970). Friedman argued that the people who have 

responsibilities are businesspeople, but their social responsibility begins and ends with their 

employer – the shareholders. Any means, within legal limitations, that lead to rewarding 

shareholders, are fair game, so long as the bottom line of profit is solid. 

Conversely, stakeholder theory asserts that corporations have a duty to individuals 

beyond shareholders. While the theory acknowledges that shareholders are extremely 

important to any business, it also states that there are many additional parties that are vital for 

a business to survive. In essence, it looks at a business from a macro perspective, because as 

theorist Edward Freeman points out, “Thinking about business without thinking about 

customers, suppliers, employees, communities, and financiers, well, it just isn’t business” 

(Freeman, 2013, p. 6). Freeman’s argument centers around the concept of the triple bottom-

line, described as when a business focuses its bottom-line efforts on people, the planet, and 

profits rather than profit alone (Ragas & Culp, 2014, p. 110). While a single bottom-line 

approach is the most traditional, stakeholder theory argues that traditional is becoming a thing 

of the past as what consumers value in a company becomes more prominent in their 

purchasing decisions. 

This is why I believe that stakeholder theory is the logical theory that should drive 

modern business. While shareholder theory has a background that was once successful, times 



have changed, and businesses should adapt to the world, not vice versa. The vast majority of 

modern consumers (nine out of ten) “want companies to go beyond the minimum standards 

required by law to operate reasonably” (Ragas & Culp, 2014, p. 109). This is a statistic that not 

even shareholder theory can ignore. If a company does not cater to what the consumer wants, 

the consumer will go to a company that does, thus driving the bottom line down. With this in 

mind, if a company is going to partake in CSR, shouldn’t it strive to do good well? This is why 

stakeholder theory is important. Having a triple bottom-line approach prioritizes that which is 

important to the consumer. It does not negate shareholder theory – it simply improves upon it. 

This said, there have been scholars in the past who have attempted to breathe new life 

into the concept of shareholder theory. For example, The Economist argued that the 

introduction of spreadsheets such as Lotus 123 and Microsoft Excel that allow firms to forecast 

cash flow and gauge company value has allowed for the continuation of a single bottom-line 

approach that supports shareholder theory since these tools give shareholders the “whip hand” 

(Analyse This, 2016). However, promptly following this publication, Forbes published a response 

arguing against shareholder theory as it stands. It posed the question, “If the whole purpose of 

shareholder value thinking is to ‘give shareholders the whip hand,’ should we be surprised that 

other stakeholders in due course generally get whipped?” (Denning, 2016). This argument is 

significant. What is the merit in giving one singular entity the entire bandwidth of power? A 

triple bottom-line approach allows for a system of checks and balances rather than a 

totalitarian business regime. If businesses invest in their employees and the global community, 

ROI will come as a result. Today’s consumers appreciate authenticity and support businesses 

that are in touch with the “why.” If a business’s only “why” is to make money for its investors, 



consumers will catch onto the lack of authenticity and profits will subside, thus negating the 

purpose of a single bottom-line approach. 

Conversely, if a business is in touch with larger issues that drive it on a day-to-day basis, 

the consumer will notice this as well. There is a roadmap to profit, and that roadmap includes 

several key elements, each vitally important. As discussed in the Harvard Business Review, 

“Shareholder value and happiness are counterproductive to pursue directly; rather they will 

happen when other things are pursued (Martin, 2016). Without elements such as customer 

satisfaction and consumer interest, there is no bottom line. This said, without shareholders, 

there are no customers to be interested in a company. Because of this, it is only rational to 

come to the conclusion that, since one cannot exist without the other, each factor is equally 

important. Arguing over which is more important becomes nothing more than a “chicken or the 

egg” scenario. This paves a clear path for a triple bottom line, thus supporting stakeholder 

theory. Consumer interest is necessary to have employees and customers at all. Without 

employees and customers, it is impossible to get money from investors. And without money 

from investors, there is no feasible way to engage in socially responsible campaigns that will 

gain consumer interest. Thus, the merry-go-round circles. 

When considering business, stakeholder theory is superior to shareholder theory. In 

today’s society, consumers do not care about what a company’s financial return is. Consumers 

care about supporting companies that do good well. When companies prioritize this concept, 

the possibilities to bring society together are limitless. Not only will companies maximize the 

historical motive to bring a return to investors, they will make the world a better place.  
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