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ABSTRACT 

The emergence of Corporate Social Responsibility (CSR) has evolved from an optional ethical practice into an 
important business tactic linked with law.  Due to increasing importance of Environmental, Social and 
Governance (ESG) criteria, organizations will have to change their ways. They will have to start incorporating 
sustainability, accountability and transparency in decision-making. Regulatory demand, evolving investor 
perception, and institutional repetition are changing dependent factors of business behavior. Business law is 
central to compliance with the ESG standards. It covers compliance and represents issues relating to 
environmental protection, labor, governance, and disclosures. When CSR is aligned with the law, the risk of 
non-compliance is reduced to a great extent. Besides, it creates long-term value. But companies have trouble 
dealing with inconsistent global regulations, finding the right balance between profit and sustainability, and 
turning commitments into law. This paper explains the relationship between CSR and Business Law, especially 
ESG compliance. It highlights upcoming legal trends and practical challenges and opportunities for 
corporations. This study looks at how firms are reacting to changing laws. It highlights the need to make these 
laws more social and environmental in nature. 
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1. INTRODUCTION 

1.1. Introduction To Corporate Social 
Responsibility 

The range of issues that fall under the terms of 
social responsibility may cover corporate 
governance, sourcing, accounting, human rights, 
labour standards, financial transparency, the 
environment, bribery and corruption and anti-
competitive behavior (Martínez-Falcó et al.2024).   

1.2. Understanding ESG Criteria 

The continuous expansion of the world economy, 
the evolution of information technologies, and 
especially the use of social media has significantly 
impacted business activities and have broadened the 
impact of business activities on societies and the 
environment (Awa et al., 2024). As a result, 
organizations and their stakeholders acknowledge 
the social and economic consequences of business 
activities. Numerous stakeholders expect 
organizations to behave in socially responsible ways 
(Ene, 2018).  

The term ‘Corporate Social Responsibility’ (CSR) 
is now a universal acronym for the way 
organizations deal with the ethical and societal 
expectations society places on them (Singh, 2024). 
This approach entails a firm commitment to 
undertake policies and activities that demonstrate 
ethical, sustainable, and transparent behavior toward 
all stakeholders, including employees, local 
communities, the broader society, and the 
environment (Anthony Camilleri & Academy of 
Management 32nd Annual Conference (Driving 
Productivity in Uncertain and Challenging Times), 
2018). According to the European Commission (EC), 
CSR means “the responsibility of enterprises for their 
impacts on society” (SUJATA, 2025). To fully meet 
their CSR, companies should have in place a process 
to integrate social, environmental, ethical, human 
rights, and consumer concerns into their business 
operations and core strategy consecutively (Azhar, 
2025).  

It is widely acknowledged that companies with 
reliable internal controls, accurate financial 
information, and high standards of corporate 
governance are better positioned to gain a 
competitive advantage and have access to capital at 
lower costs (Gani et al., 2021). However, buyers and 
financial institutions are increasingly aware that a 
company’s reputation regarding social 
responsibility, business ethics, and sustainability 
plays an important role in its overall success (Ali et 
al., 2025).  

The ‘ESG’ concept is generally used to describe a 
class of criteria that allows evaluating the behaviors 
(environmental, social, and governance) of 
organizations, which extend their responsibilities 
regarding their impacts on society and the 
environment (Sierdovski et al., 2022). It is regarded 
as a major government regulation—and also a 
pervasive business model in a broad variety of 
fields—which is tightly entrenched in the corporate 
decision-making process (Meiden and Silaban, 2023). 
The environmental criterion considers the energy a 
company consumes and the pollution it causes 
(Nugroho et al., 2024). The social criterion examines 
how the company treats its employees, suppliers, 
and customers, and the governance criterion assesses 
leadership, executive pay, audits, internal controls, 
and shareholder rights (Barbosa et al., 2024). 
However, it is important to note that the ESG 
benchmark is only a minority of data on a business; 
financial performance remains of primary 
consideration (Liu and Nemoto, 2021).  

Businesses are paying considerable attention to 
environmental, social, and governance policies and 
criteria because of growing pressures from 
authorities and stakeholders in general (Ahmad et 
al., 2024). This has led to the increasing prevalence of 
ESG compliance regulations, developing one of the 
most important issues in the field of law during 
recent years: ‘Corporate Social Responsibility and 
Business Law.’ (Meng et al., 2023). 

1.3. Methodology And Scope 

This paper examines Corporate Social 
Responsibility (CSR) and Environment, Social and 
Governance (ESG) obligations through a doctrinal 
legal study that looks at laws and regulations, soft 
law, regulations, guidance and applicable case law in 
major jurisdictions. It shows CSR commitments that 
operationalise business law.  We engage in a 
narrative review of governance, disclosure and 
compliance scholarship which integrates legal 
analysis with practice. So, we contextualize legal 
requirements against corporate practice. The 
information collected included legal documents, 
guidelines from intergovernmental bodies, national 
disclosure requirements, and academic papers. Also, 
the policy papers emerged from the vetted search of 
the principal legal and academic databases. We 
ensured that the materials we screened had direct 
relevance to CSR-law interfaces, explicit implications 
for corporate ESG compliance, and clarity on 
governance, reporting and enforcement. The 
findings were grouped thematically to create a 
structured account of how CSR is being legally 
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mandated through processes, rules and frameworks. 

1.4. Study Limitation 

Our approach is not a systematic quantitative 
review but a doctrinal and integrative synthesis 
rather. Laws regarding business use of algorithms 
vary widely by country and are evolving quickly. 
ESG taxonomies are heterogeneous which may limit 
direct cross-jurisdiction comparability. Selection of 
publicly available sources may also introduce 
selection bias. In most cases, we refer to primary legal 
texts and use multiple trusted sources to verify the 
information. However, we accept that developments 
in individual jurisdictions may occur faster than we 
can publish. The conclusion reminds us briefly of 
these limitations. 

2. THE LEGAL FRAMEWORK OF CSR 

In recent years, corporate social responsibility 
(CSR) commitments have become increasingly vital, 
as technological innovations, data analysis, and 
business model transformation permanently alter 
consumer expectations (Carroll, 2021; Tubishat et al., 
2024). Environmental, social, and governance (ESG) 
issues have therefore risen in prominence on many 
national and international agendas (Ene, 2018). Since 
companies incur significant costs if they fail to adopt 
good ESG practices, regulators commonly require 
ESG disclosure for listed companies (Al-Haddad et 
al., 2022). Firms also face external pressure from 
stakeholders such as investors, employees, 
customers, suppliers, and non-material 
organizations. CSR therefore constitutes a key driver 
for business law and ESG strategies (Kandpal et al., 
2024).  

The international legal framework comprising 
CSR legislation, national regulations, rules, and more 
formal investor protection regimes gives rise to 
several complementarities and tensions (Shakhatreh 
et al., 2022; Netsevych, 2024). In this context, a clear 
understanding of the relevant CSR rules is crucial to 
grasp the options available for ESG corporate 
compliance (Alhoussari, 2024).  

Learning from the International Regulatory 
Framework (Ackon, 2019). These groups emphasize 
ESG concerns, the creation of binding social and 
environmental rules for suppliers, and the role of 
non-governmental organizations (NGOs) in 
monitoring the implementation of CSR policies 
(Masconale, 2024).  

Globally, instruments such as the International 
Labour Organization (ILO) Tripartite Declaration 
establish a broad binding framework relating to the 
fundamental labor principles (Ruggie et al., 2021). 

The Organisation for Economic Cooperation and 
Development (OECD) Guidelines for Multinational 
Enterprises encourage companies to implement 
market-leading CSR policies (McCorquodale and 
Nolan, 2021). Several international investment 
agreements also contain CSR provisions, and the 
United Nations (UN) Guiding Principles on Business 
and Human Rights provide a comprehensive 
framework for aligning international standards with 
social and environmental performance (Van Tulder 
and Van Mil, 2022).  

2.1. International Laws And Regulations 

 Corporations worldwide respond to stakeholder 
pressure by increasing implementation of corporate 
social responsibility (CSR) programs (Halkos and 
Nomikos, 2021). Many jurists therefore consider 
international, regional, and domestic laws and 
regulations that affect CSR (Caulfield and Lynn, 
2024). For example, jurisdictions with business-site-
related environmental statutes, such as the United 
States, Brazil, and Hungary, limit a corporation’s 
freedom to choose from among the three principal 
CSR strategies (environmental leadership, social 
support, and environmental foot-print reduction); 
other countries are more flexible (Alazzam et al., 
2023; Bueno et al., 2023).  

Kolk, Levy, and Pinkse identify six reasons for the 
growing legal scrutiny of CSR (A. Williams, 2016). 
First, no international legal framework yet exists for 
CSR because the international community has not 
agreed on objectives or on appropriate sanctions and 
enforcement mechanisms (Halkos and Nomikos, 
2021). Second, companies are reportedly deepening 
their commitments to and increasing their levels of 
engagement in CSR activities, thereby attracting 
greater attention from courts as well as from non-
governmental organizations (NGOs) (Ahmad et al., 
2024). Third, modern visibility and electronic 
communication enable instant dissemination of 
information about a company and its CSR failures 
(Mamasoliev, 2024). Fourth, websites contain 
documentation of CSR commitments and 
implementation, creating openings for campaigns 
when responses fall short of the promise (Kulkarni 
and Aggarwal, 2022). Fifth, tribunals are beginning 
to accept CSR arguments when hearing lawsuits 
against companies or when considering whether to 
hold a country liable for a transnational corporation’s 
activities (Haji et al., 2023). Finally, the international 
framework surrounding sustainable development, of 
which corporate environmental and social 
responsibility is an integral part, has moved to the 
forefront of international debates about global 
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equitable development, focusing attention on CSR 
(Hanic and Smolo, 2023). 

     CSR offers a valuable framework for managing 
developments in the business and society field (Singh 
and Misra, 2022). The need to fill in the blanks 
identified and presents scholars with opportunities 
to build and test a more extensive and robust 
paradigm that provides a theoretical foundation for 
explaining, anticipating, and interpreting the 
development of managerial CSR interventions. 
(Fatima and Elbanna, 2023).  

2.2. National Legislation On CSR 

One of the most important ways of influencing 
CSR is through national legislation. European Union 
Directive 2014/95 requires listed firms to disclose a 
range of non-financial information, including social, 
anti-corruption and bribery performance measures 
(Ene, 2018). Many other countries also have relevant 
laws and regulations (Agostini et al., 2022). For 
example, any Chinese companies that issue bonds to 
qualified investors are required to disclose CSR 
information, while Indian companies must spend 2% 
of three-year annual average net profits on CSR 
initiatives (Eijsbouts, 2017).  

2.3. The Role of Stakeholders In CSR 

Investors—with growing emphasis on sustainable 
investment strategies—press corporations to adopt 
CSR practices aligned with environment, social, 
governance (ESG) criteria (Botha, 2015). They may 
divest from companies that lack explicit socially 
responsible policies and require transparency 
regarding direct and indirect social and 
environmental impacts (Alhoussari, 2024). For 
employees, the extent of benefits, social amenities, 
and opportunities to develop new capabilities 
assume increasing importance in evaluating an 
organisation’s environmental and social 
responsibility (Kandpal et al., 2024). Moreover, CSR 
considerations attract and retain high-quality staff 
(Dalley, 2018). Customers exercise considerable 
power in compelling manufacturers and suppliers to 
assume greater social responsibility—especially for 
outsourced activities (Rani et al., 2025). They decide 
whether the supplier’s practices accord with 
organisational values and expectations, whether the 
supplier demonstrates commitment through explicit 
policies, and whether the objectives are reflected in 
business-process changes (Rau and Yu, 2024).  

2.3. Investors And Shareholders 

     Institutional investors increasingly integrate 
environmental, social and governance (ESG) criteria 

in their investment decisions and demand improved 
ESG practices and disclosures from investee 
companies. As a consequence, corporate boards 
accordingly address sustainability and climate 
change issues more actively, typified by increased 
director-level oversight and special-board committee 
creation (Anthony Camilleri and Academy of 
Management 32nd Annual Conference (Driving 
Productivity in Uncertain and Challenging Times), 
2018).  

Against this backdrop, sustainable finance 
channels funds towards projects, firms, and 
technologies with a reduced resource footprint 
and/or positive social outcomes (Bruner, 2021). In 
response, policymakers worldwide increasingly 
consider sustainability a key objective during the 
development of prudential, informational and 
prudential requirements, as well as of taxonomies 
identifying economic activities aligning with 
sustainability goals (Aluchna et al., 2025). 
Sustainability‐related disclosure requirements from 
the U.S. Securities and Exchange Commission (SEC) 
and European authorities, such as the EU’s 
Corporate Sustainability Reporting Directive (CSRD) 
evoke significant reforms in governance and 
business models (Arimany Serrat et al., 2025).  

 General recognition of the necessity to consider 
sustainability issues in governance, beyond solely 
investor pressures, emerges partly through the 
increased adoption of pressures that the financial 
sector has held for nearly two decades on many 
businesses (Zhang et al., 2024). Investors as a 
stakeholder group have long focused on the 
legitimacy and risk of firms concerning their social 
and environmental performances (Akhtar et al., 
2024). Pressure has grown as innovation, 
entrepreneurship and regulation have increasingly 
emphasized sustainability, ecological focus and 
social responsibility measures—extending the 
concept of value delivery for companies through a 
wider set of economic, social and environmental 
indicators (Rui and Lu, 2021).  

2.4. Employees And Management 

Alongside financial performance, environmental 
protection, social commitment, and sound corporate 
governance have become key pillars of corporate 
development, reflecting societal values and 
expectations (Zhang et al., 2024). Understanding 
employee perceptions of CSR and their impact on 
organizational outcomes remains crucial, given 
evidence linking job satisfaction, commitment, and 
corporate reputation to CSR engagement (Konadu et 
al., 2021). Strategic Corporate Social Responsibility 
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(CSR) emphasizes the role corporations can play in 
responding to societal concerns where governments 
cannot, particularly through employment relations 
and local community engagement (Duffour, 2022). 
Employees’ acceptance of CSR policies can reduce 
turnover by signaling a responsible organizational 
profile, and firms exhibiting strong environmental 
and social responsibility attract more applicants 
(Boeva et al., 2021). The integration of CSR enhances 
organizational learning and facilitates strategic 
change, suggesting the influence extends throughout 
the corporate hierarchy, thereby emphasizing the 
pivotal roles of employees and management in 
facilitating CSR practices (Karwowski and 
Raulinajtys‐Grzybek, 2021). The focus increasingly 
turns to how environmental, social, and governance 
(ESG) factors can be incorporated into internal 
control systems and business management, 
recognizing that CSR commitment alone is 
insufficient without accompanying firm behavior 
changes (Sarhan and Al‐Najjar, 2023).  

2.5. Customers And Community 

     Corporate Social Responsibility (CSR) has 
gained prominence since the 1950s, partly because 
financial institutions increasingly draw beliefs about 
companies’ future prospects from their ongoing 
social commitments (Elembilassery, 2023). With 
rising consumer awareness, for example, marketers 
make substantial efforts to persuade the public that 
their favoured products come from companies that 
are socially attentive (Ofunya Afande, 2015).   

     Customers are indispensable stakeholders, and 
CSR and business ethics demonstrate the value that 
companies attach to their customers, underpinning 
CSR’s main objective of safeguarding “the rights of 
different stakeholders” (Monebhurrun, 2018). 
Corporate social responsibility does not involve 
altruistic philosophy to improve customer well-
being; rather, it enables companies to stay 
competitive in an increasingly competitive 
globalized environment and sustain and strengthen 
their competitive advantage (Mansoor and Paul, 
2022). To address customers’ legitimate expectations 
of confidentiality, companies preparing their ESG 
report specify the amount of personal and financial 
data that they obtain and store, and outline efforts to 
protect sensitive information (Guzzo et al., 2022). 
Firms provide customers with information regarding 
possible influences on their purchase decisions (Mu 
et al., 2024). The social category emphasises the firm’s 
products and its responsibility to the consumer, and 
managerial decisions are often shaped by customers 
(Bollinger and Neukam, 2021).  

2.6. ESG Reporting And Transparency 

     To date, most corporate sustainability reports 
remain voluntary, with companies exercising 
discretion over both whether to report and the scope 
and content of disclosures (Sharma, 2025). The 
absence of enforceable mandates or sanctions for 
failure or misstatement has led to widespread 
concerns about the quality and reliability of reporting 
(Cooke et al., 2024). In contexts that do not provide 
clear assurances regarding quality-control processes, 
an increasing proportion of sustainability reports 
exhibit deficiencies, undermining stakeholders’ 
willingness to utilize such information (Miettinen, 
2024). As quality indicators weaken, the pressure on 
companies to pursue social performance 
improvements concomitantly diminishes, thereby 
perpetuating a transparency tragedy (Wukich et al.m 
2024).  

     To address these concerns, the legal 
enforcement of sustainability reporting draws 
inspiration from the established compliance regime 
governing corporate disclosure to securities markets 
(Sharmam, 2025). A comply-or-explain mechanism is 
proposed, whereby an obligation to publish a 
sustainability report arises from listing rules; 
interrupted only when a company explicitly justifies 
the decision not to report before its members, thereby 
introducing an ‘enforceable obligation’ as defined in 
the CJEU’s case law on the Transparency Directive 
(Asadi et al., 2025). Key features of the comply-or-
explain framework include the company’s 
ownership of the reporting process, the legally 
sanctioned nature of the ‘explanation’, and the 
facilitation of a ‘dialogue with stakeholders’ during 
the subsequent meeting (Goel, 2021). The adoption of 
this mechanism would signify a shift from voluntary 
to mandatory sustainability reporting, with the 
attendant legal consequences and penalties that 
accompany non-compliance, thereby mitigating the 
transparency and credibility issues that currently 
afflict the practice (Ghoogassian, 2015).  

     The development of transparent 
environmental, social, and governance (ESG) reports 
demands particular attention to ensure that 
disclosures remain concise and impervious to 
collusion (Agbakwuru et al., 2024). Such reports 
constitute a comprehensive assessment of a 
company’s sustainable development, encompassing 
analyses of environmental management, social 
issues, and governance structure (Flaga-
Gieruszyńska et al., 2024). ESG reporting furnishes 
stakeholders with essential information concerning 
the ethical standards of corporate activities, 
facilitating a deeper understanding of value creation, 
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risk management, and performance measurement 
(Akinsola, 2025). The practice also enables investors 
to incorporate ESG considerations into decision-
making processes, thereby enhancing transparency, 
accountability, and comparability, while attracting 
institutional capital from organizations such as 
pension funds, which increasingly prioritize ESG 
factors (Efunniyi et al., 2024). In technology sectors, 
ESG reporting serves to harmonize operations with 
societal expectations, regulatory mandates, and 
stakeholder demands (Metin, 2024). Within this 
framework, the environmental component addresses 
resource allocation, carbon emissions, and waste 
management; the social dimension examines 
stakeholder relations, employee well-being, and 
community involvement; and governance evaluates 
internal organization, leadership quality, and ethical 
oversight (Li et al., 2025). Consequently, the role of 
ESG reporting in the execution of corporate social 
responsibility (CSR) strategies is critically important 
for ensuring transparency and optimizing legal 
compliance (Xia et al., 2023).  

2.6.1. Standards And Guidelines For Reporting 

     The dramatic expansion around the globe in 
sustainability reporting has not been accompanied 
by a commensurate increase in regulation requiring 
firms to account for their sustainability-related 
impacts (Williams, 2016). The extent to which firms 
must disclose sustainability impacts, and the quality 
of the information they provide when they do choose 
to disclose, ultimately depends on the regulatory 
environment in which they operate (Caputo et al., 
2021). Various jurisdictions have recently taken steps 
to address these problems by introducing legislation 
requiring some forms of sustainability-related 
reporting (Ren et al., 2023). For example, the draft 
Directive on disclosure of non-financial and diversity 
information put forward by the European 
Commission in April 2013 would require large, 
public-interest companies with more than 500 
employees to report on information relating to 
environmental matters, social and employee issues, 
respect for human rights, anti-corruption and 
bribery, and diversity on company boards (Liu et al., 
2021).  

     Several sustainability metrics initiatives have 
been developed to support the availability of 
comparability and consistency in sustainability 
reporting practices (Moggi, 2023). The 2012 launch of 
a Universal Standards Accountability Framework 
from the International Organization for 
Standardization (ISO) aims to provide guidance for 
the development of voluntary sustainability 

reporting standards and to facilitate expected growth 
in the number and range of frameworks and 
standards (Dissanayake, 2021). Organizations such 
as the Sustainability Accounting Standards Board 
(SASB) and the Global Reporting Initiative (GRI) 
create a variety of sustainability reporting guidelines 
(Halkos and Nomikos, 2021). The Financial Stability 
Board’s (FSB) task force on disclosure of climate-
related risks further evaluates how resilience to 
climate change can be integrated into financial 
disclosures (Opferkuch et al., 2021). These initiatives 
seek greater unification and standardization of 
metrics in sustainability reporting to address 
inconsistencies and enhance comparability and 
efficiency in decision-making (Calabrese et al., 2021).  

2.6.2. Best Practices In ESG Disclosure 

     ESG disclosure exists within a complex, 
interdependent system (Wong et al., 2023). Wider 
stakeholder influences and feedback loop effects 
surround the disclosure practices that evolve at the 
firm-level (Khalid et al., 2022). Alongside greater 
standardization, increased transparency regarding 
firms’ sustainability reporting commitments and 
practices could strengthen stakeholders’ ability to 
use disclosure in a meaningful way (Sugianto et al., 
2022). Throughout the remainder of this article, the 
term “ESG disclosure” refers to any mechanism by 
which organizations provide information to external 
parties relating to their performance on 
environmental, social, and governance issues 
(Chouaibi and Affes, 2021).  

     Compliance with ESG regulations therefore 
requires a comprehensive understanding of 
underlying substantive and technical norms (Lavín 
and Mazza, 2024). Because firms across nearly every 
sector now issue sustainability reports to signal their 
ESG achievements, some provide extensive value-
chains of disclosures using various permutations of 
such frameworks as the UN Sustainable 
Development Goals, the UN Global Compact (and 
the 10 Principles), the Sustainability Accounting 
Standards Board (SASB), the Global Reporting 
Initiative (GRI), and the International Integrated 
Reporting Council (IIRC) (Sulkowski and Jebe, 2022). 
Other organizations focus on domain-specific 
assessments of risk or impact within the investment 
community (Ketterling and Germany, 2025). Within 
the myriad standards and norms, core principles are 
common: Comprehensiveness relates to the 
organizational boundaries and scope of material 
topics on which firms should report (Lukács and 
Molnár, 2025). Materiality requires organizations to 
focus on those topics and key performance indicators 
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likely to influence the decisions of investors and 
other stakeholders (Alhoussari, 2024). Report content 
refers to the nature of disclosures, whether 
qualitative or quantitative (Reis, 2022). Report 
quality concerns issues of precision, timeliness, 
reliability, and impartiality (Menicucci, 2025). 
Assurance refers to the level of verification expected. 
Timeliness relates to frequency of reporting (Diana, 
2024). Clarity implies a need for disclosures that are 
“understandable and accessible to users” (Li et al., 
2024).  

     Several other factors—to a far lesser extent—
also remain critical (Kanellou et al., 2024). The ESG 
additionality of information relates to the extra 
“signal” that ESG disclosures add beyond regulatory 
and financial indicators of performance (Kanellou et 
al., 2024). Many economies consider such ESG 
reporting “a communication material to the 
investment decision”; this is highly significant, as 
such information ties straight back into legislative or 
regulatory mandates (Paranita et al., 2025). Emission 
targets or goals represent commitment levels to the 
future steps on which a firm undertakes to act 
(Sciarelli et al., 2021). Forward-looking information 
falls into a separate category relating to emissions 
targets and future plans to transition to a lower-
carbon economy (Widyatama and Narsa, 2023). A 
third aspect relates to value already recognized by 
stakeholders, mainly in the form of financial 
investment, against the actual number of disclosures 
released; shareholders should influence the 
willingness of firms to engage with mandatory ESG 
disclosure (Young-Ferris and Roberts, 2023). Given 
the widely recognized, positive connection between 
disclosure levels and mandatory reporting, it is 
increasingly incumbent upon organizational lawyers 
to understand and comply with disclosure models 
aligned with ESG targets, commitments, and 
performance indicators (Alekseeva et al., 2021).  

2.7. Challenges In Implementing CSR Strategies 

     The lack of implementation of corporate social 
responsibility (CSR) strategies may be attributed to 
the absence of concrete procedural guidelines or the 
perception of CSR as an inherently costly 
undertaking (Gavrila, 2019). Nevertheless, extensive 
evidence continues to demonstrate that the 
deployment of CSR strategies can enhance a 
company’s performance, stability, and profitability 
(Maury, 2022).  

2.7.1. Financial Constraints 

     Financial Constraints ESG activities can have 
high costs that represent an important expenditure 

and commitment (Szczerbak and Dec, 2024). Only 
some companies are able to allocate the resources 
that are necessary for the realization of the 
investment, especially if the business already faces 
financial difficulties (Wang, 2025). It is important that 
the implementation of strategies is not undertaken if 
the financial impact is not sustainable and if the 
increase in costs would jeopardize the continuity of 
the activity (Lindsey et al., 2024). The 
implementation of CSR strategies implies an 
economic commitment on the part of the company 
(Tilba, 2022). The activity involves the allocation of 
resources aimed at the realization of projects, 
processes and systems that often do not generate an 
immediate return; the commitment necessary 
therefore assumes an important value in the long 
term (Sheehan et al., 2023). For this reason, the 
investment must be carefully evaluated in relation to 
the current and foreseeable economic situation of the 
business (Zumente and Bistrova, 2021). It would be 
best to avoid undertaking an operational plan that 
could cause damage and alter the financial balance 
(Amiram et al., 2021).  

2.7.2. Cultural And Organizational Barriers 

     Culture shifts often pose the greatest challenge 
to CSR implementation, since responding to societal 
interests requires companies to alter long-established 
patterns of behaviour across the entire organization 
(Meier and Schier, 2021). Moreover, attention to CSR 
remains relatively low on the agenda of most senior 
executives and boards of directors, despite the fact 
that many companies have made public 
commitments to respect the principles laid out in 
widely accepted frameworks such as the OECD 
Guidelines and the ILO Tripartite Declaration (Radu 
and Smaili, 2022). In the absence of clear, stable, 
internationally recognised regulatory frameworks, 
moreover, many managers perceive legal risks 
associated with CSR as considerably greater than 
they actually are (Rank and Contreras, 2021). Thus, 
companies face uncertainty about potential 
government sanctions for breaches of law or 
regulatory frameworks, whether formal or informal 
(Elmaghrabi, 2021). Ongoing action to clarify the 
contents of the most important frameworks and to 
reduce legal uncertainty would therefore support 
efforts to change organisational culture and build 
compliance strategies (Lungeanu and Weber, 2021).  

     Support for organisational change in relation to 
CSR depends to a considerable extent on the 
availability of financial resources (Havlinova and 
Kukacka, 2023). Unsurprisingly, financial crises exert 
strong adverse impacts on company capacity to 
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implement such strategies at local, national, regional 
and international levels (Ashraf et al., 2022). Since the 
adoption of responsible practices often requires 
companies to absorb short-term costs prior to 
generating revenue or reducing risk, the availability 
of reliable sources of finance remains a critical 
consideration (Karmani et al., 2023). The additional 
costs of responsible practices thus create problems 
for companies in the later stages of the credit cycle, 
when access to finance is generally restricted 
(Cassely et al., 2021). Crisis conditions also lead 
lenders and investors to pay increased attention to 
proofs of firm quality that rely heavily on non-
financial indicators (Carroll, 2021). For instance, 
many financial analysts have concluded that firms 
with good environmental practices constitute safer 
investments that are more resilient over the course of 
a downturn (Kangas et al., 2025). Even so, the 
challenging conditions facing companies of all sizes 
during the global financial crisis of 2007–08 made it 
considerably more difficult to fund and implement 
such initiatives (Williams, 2016).  

3. STUDY CASES 

Case 1: Duty of vigilance, France Total Energies 
directive, and the pipe of merits exam. 

Context. France's 2017 Tom Lantos Act mandates 
that large companies must draft, deploy and 
implement a vigilance plan that can identify and 
prevent serious human rights and environmental 
risks in their operational value chains. NGOs have 
pursued such commitments in court cases, for 
example, against TotalEnergies’ East Africa: Tilenga 
/EACOP projects. 

Facts and posture. A suit began early on for urgent 
measures that got cancelled on technical grounds 
which happened in 2023 which was appealed on.  On 
18 June 2024, the Court of Appeal of Paris declared 
that the claims brought against TotalEnergies by 
NGOs (and EDF in another case) were admissible 
within the framework of the vigilance law, thus 
allowing a full examination of the merits before the 
judicial court of Paris.  The brief recently submitted 
by Ākāsa Airlines on 15 October claimed that DGCA 
had not imposed any fines on it for any offence. Why 
this matters for compliance. French courts are less 
reluctant to hear vigilance claims on merit following 
an appellate green light. If the plans and 
implementation of vigilance (risk mapping, supplier 
controls, grievance mechanisms) are insufficient, the 
risk of “disclosure-only” can become exposure to 
damages and injunctive relief for boards and counsel.   
Firms doing business in France or with a sufficient 
nexus should expect a greater level of scrutiny of 

their vigilance plans regarding supply-chain and 
stakeholder controls (Toscano, 2023). 

Case 2: India’s Companies Act CSR 
Decriminalisation and the KHS Machinery ruling 

 India enforces CSR through the requirements at 
section 135 of the Companies Act. Covering matters 
like constitution of a CSR committee, adoption of a 
CSR Policy, and spending of a prescribed share of 
average net profits on approved CSR activities. The 
rule also provides for a disclosure mechanism. 
Further, a set-off mechanism is clarified through the 
2019 CSR Amendment Rules. 

Facts and posture. In KHS Machinery Pvt Ltd v 
Registrar of Companies, a challenge was made to a 
criminal complaint made for failing to comply with 
CSR (FY 2014–15) after the Companies (Amendment) 
Act, 2020 which shifted several CSR non-compliances 
from criminal offences to monetary penalties. In 
August 2025, the Gujarat High Court ruled that there 
should be no criminal complaint in the case. In other 
words, the decriminalisation should apply. As such, 
the authority directed that the matter be sent to the 
adjudicating authority for the determination of 
penalty, not the prosecution. 

Why this matters for compliance? The verdict 
shows that India is moving from a criminal 
prosecution for CSR lapses to administrative 
enforcement. While costly and reputationally very 
sensitive, this is focused on timely disclosures, 
proper committee governance, compliant spending 
(or transfers to specified funds), and documentary 
evidence to withstand adjudicatory review. Smart 
advice for your board of directors – earlier 
implementation i.e. to tighten execution of internal 
CSR policy, minutes of oversight by the board, and 
audit trials. In today’s times, failure in these matters 
seems more likely to result in a monetary penalty and 
fixing rather than a criminal exposure in most 
instances (times of india, 2025). 

3.1. The Impact Of CSR On Business 
Performance 

     CSR attracts increased attention from scholars 
and practitioners since corporate social responsibility 
(CSR) influences business competitive advantage 
through long-lasting benefits (Loosemore and Phua, 
2010). An organisation's voluntary behaviour is often 
considered indicative of the firm's ethical behaviour 
to guide its stakeholders and the community at large 
(Tziner and Persoff, 2024). Furthermore, it is often 
regarded as a key driver for improving business 
performance (Coelho et al., 2023). Examining the 
interface of studies on corporate social responsibility, 
law, and business performance is timely because the 
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literature provides no consensus on the direct impact 
of CSR on financial or business performance (Velte, 
2022). Corporate social responsibility (CSR) and 
business law have advanced such that several writers 
have sought a conceptual understanding of CSR and 
its link to business law (Gimeno-Arias et al., 2021).  

3.2. Brand Reputation And Customer Loyalty 

     Corporate Social Responsibility (CSR) 
represents a business philosophy that promotes 
sustainable development by delivering economic, 
social, and environmental benefits for all 
stakeholders (Murillo‐Avalos et al., 2021). Backed by 
the United Nations’ 17 Sustainable Development 
Goals, CSR practices enable companies to 
demonstrate their commitment to the environment 
and social well-being (Li et al., 2022).  

CSR emerges from the contributions of 
international organizations, operating through 
various strategies to guide companies toward a 
strategic approach designed to foster positive social 
and environmental impacts (D'Souza et al., 2022). 
Increased pressures from stakeholders and 
regulatory requirements underpin the significance of 
CSR within the business and society interface, 
prompting companies to spotlight corporate 
responsibility as a key factor in their long-term vision 
(Alharbi et al., 2025).  

     Environmental, Social and Governance (ESG) 
criteria underscore specific aspects that reflect CSR as 
it relates to the broader field of sustainable 
development and the focus of business law to 
promote transparent governance models (Nardella et 
al., 2020). This is achieved by identifying the 
international framework, the responsibility of each 
stakeholder and the company management, the 
directives related to information and reporting 
dissemination, and the monitoring of economic and 
operational performances (Netsevych, 2024).  

3.3. Financial Performance And ESG Metrics 

     The integration of ESG and financial criteria 
represents a significant challenge for corporate 
management (Dzomonda and Fatoki, 2020). ESG 
issues are usually perceived as externalities, and the 
failure to consider their economic consequences can 
result in serious disruptions within a company that is 
not properly prepared to handle them (Whelan et al., 
2020).  In contrast, when firms are sufficiently 
equipped, industry experts point out that the 
prioritization of ESG investments over traditional 
financial policies tends to increase financial 
performance; otherwise, the effect is negative (Ivascu 
et al., 2022). 

     To address this issue, managers require 
industry-specific competencies and a good 
understanding of the regulatory framework relevant 
to their operations (Ahmad et al., 2021). This need is 
particularly pronounced in sectors such as health and 
environment, where the financial consequences of 
noncompliance are especially severe (Yun and Lee, 
2022). Moreover, the overall cost of ESG policies can 
significantly influence a firm’s financial outcomes if 
the expenditures associated with compliance and 
infractions are not adequately managed (Saivinod 
and Sivakumar, 2025). Accordingly, the relationship 
between ESG/CSR practices and corporate financial 
performance is generally positive—though the effect 
is relatively small—which is consistent with the 
findings of (Lee and Li, 2022). This positive 
connection also extends to the various stakeholder 
groups involved in the implementation of ESG 
activities (Ivascu et al., 2022).  

3.4. Future Trends In CSR And ESG Compliance 

     Rapid technological innovations during the 
Industrial Revolution triggered societal problems 
that gave rise to the development of Corporate Social 
Responsibility (CSR) (Fatima and Elbanna, 2023). The 
concept has now evolved into a systematic 
management model that enables companies to 
respond to the sustainable development goals 
established by global society (Zhao et al., 2023). 
Within such a framework, Environmental, Social, 
and Governance (ESG) compliance is an essential 
part of CSR strategies (Liao, 2014). The Paris 
Agreement and the United Nations Global Compact, 
for example, orchestrate efforts by countries and 
companies worldwide, emphasizing ESG standards 
to prevent HIV, address the COVID-19 crisis, and 
comply with the United Nations Sustainable 
Development Goals (Alazzam et al., 2022; Xia et al., 
2023). Studies on the evolution of responsible 
investing further reinforce the significance of 
transparent, measurable ESG reporting, which 
remains essential for corporate stakeholders (Mio et 
al., 2022). As progressive regulatory responses begin 
to anticipate disruptive and bottom-up 
innovations—and as the environment increasingly 
favors sustainability—it is vital to investigate the 
future trajectories of CSR and ESG compliance (Le, 
2022).  

3.4.1. Technological Innovations 

     Organizations may employ novel technologies 
in pursuit of their corporate social responsibility 
(CSR) initiatives (Capelli et al., 2023). The use of a 
global expert network, a big data open source 
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platform, or open-source libraries built on open-
standard APIs, for example, can facilitate the efficient 
deployment of CSR projects, rapid knowledge 
transfer, and the creation of a knowledge domain 
specific to a company’s social responsibility efforts 
(Napier, 2019). Elements of the generalized 
framework such as an organization-specific resource 
and stakeholder taxonomy, the global expert 
network, and the program domain knowledge base 
can all be made accessible through the open source 
platform, enabling rapid grouping, search, and a 
crowdsourcing approach to problem solving (Gupta 
and Chaudhary, 2023). As firms strive to be more 
socially responsible to satisfy stakeholder demands, 
new dimensions of risk and market value variability 
emerge across environmental, social, and governance 
(ESG) indicators (Puente, 2024).  

3.4.2. Evolving Regulatory Landscape 

     Globally, the regulatory environment 
surrounding ESG reporting continues to develop. 
Several jurisdictions have implemented 
requirements for social and environmental 
disclosures, while in many, such reporting remains 
voluntary (Adams et al., 2022). Since 1993, KPMG has 
tracked ESG disclosure trends among major 
corporations, noting that in that year 12 percent of the 
top 100 companies in OECD countries published 
corporate responsibility information (Abeysekera, 
2022). Over time, both the volume and quality of 
reporting have improved, with European firms on 
average producing more sophisticated disclosures 
than those in Asia and the Americas (Stipic, 2022). An 
increasing number of companies identify social and 
environmental factors as sources of product and 
service innovation (Holle et al., 2021). The Global 
Reporting Initiative (GRI) stands as a primary 
framework for reporting on economic, 
environmental, social, and governance impacts 
worldwide (Amin et al., 2022). Beyond the recent EU 
non-financial disclosure requirements, Nordic 
countries have pioneered more comprehensive 
corporate reporting mandates that exceed EU 
directives (Williams, 2016).  

Corporate codes of conduct function as private co-
regulatory instruments during the transition from 
traditional governance to legal and regulatory 
frameworks (CHATZIPANAGIOTI, 2024). The 
nexus between a company’s social license—
foundation for a license to operate—and the formal 
legal license shows similar processes of interaction 
and evolution (Terry, 2022). Understanding the 
substantive social norms embedded within 
Corporate Social Responsibility is essential for 

analyzing the legal or regulatory forms these norms 
eventually assume (Eijsbouts, 2017). 

3.5. Corporate Governance And CSR 

     In the corporate world, the presence of 
corporate social responsibility (CSR) in governance 
arrangements has increased considerably, making 
CSR a strategic business infusion in operations, 
management, and decision-making processes 
(Eijsbouts, 2017). The board is primarily responsible 
for considering and adopting the right CSR strategy 
and ensuring effective implementation and 
communication beyond the organization (Chouaibi 
et al., 2022). Corporate governance is increasingly 
emphasizing the social and environmental role that 
business should play in society (Ene, 2018). In 
contrast with a classical management approach 
whereby board decisions are primarily focused on 
shareholders’ interests, directors are expected to 
behave ethically by adopting socially responsible 
positions consistent with long-term sustainable value 
creation (Mardawi et al., 2024).  

3.5.1. Board Responsibilities In ESG 

     The board of directors plays a pivotal role in 
the firm’s “tone at the top,” by setting the ethical 
context for decision making and exemplary behavior 
within the organization (Radu et al., 2022). Boards are 
therefore strategically placed to oversee the 
development of socially responsible objectives and 
the integration of CSR within the firm’s strategic 
vision and management control systems (Afeltra et 
al., 2022). CSR is an ethical decision-making 
approach that empowers directors to negate choices 
prioritising short-term profits that may cause 
significant harm to stakeholders (Jean-Baptiste, 
2022).  

     The macro-level issues involved in setting CSR 
strategy on a long-term basis are essential. These 
issues extend beyond financial performance; for 
example, ISIS’s impact on human rights in the 
Middle East might be deemed an ethics-oriented 
concern at the board level (Anthony Camilleri & 
Academy of Management 32nd Annual Conference 
(Driving Productivity in Uncertain and Challenging 
Times), 2018).  

3.6. Measuring The Effectiveness Of CSR 
Programs 

     When addressing the need to measure the 
effectiveness of CSR programs, companies should 
consider a multifaceted set of variables and 
confounding factors (Nun ̃ez, 2017). Quantitative 
factors may consist of carbon emissions, water use, 
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and energy and waste management—variables that 
are commonly assessed to gauge a company’s impact 
on the environment (Moolkham, 2025). Qualitative 
aspects, including customer and employee 
perceptions and the quality of relationships with 
governments and communities, provide insight into 
the social dimensions of CSR (Jitmaneeroj, 2024). 
Evaluations of how the company supports economic 
empowerment and advances human rights, 
particularly across supply chains, add further depth 
(Dai, 2025).  

     Companies often look to their larger peer 
groups or competitors when determining 
appropriate variables for measuring effectiveness 
(Camp, 2024). However, superior performance 
relative to competitors can be misleading if those 
competitors operate at a low baseline; consequently, 
benchmarking against industry leaders and best 
practices becomes more informative (Wolniak and 
Grebski, 2023). Assessing whether CSR programs 
track performance over time helps identify trends 
and areas requiring improvement (Peschl et al., 
2023).  

     Key performance indicators (KPIs) can be 
extracted from public documents such as corporate 
social responsibility and sustainability reports, social 
media platforms, and dedicated websites (Ali et al., 
2025). Analysis of financial reports and government 
audits can supplement these data sources (Zhou et 
al., 2021). Feedback from relevant stakeholders—
including suppliers, customers, investors, and 
industry analysts—enriches understanding of how 
CSR initiatives are perceived and valued (Caputo et 
al., 2021). Information gathered through these 
channels guides strategic decision-making and even 
influences negotiations with banks, shareholders, 
and suppliers (Du and Yu, 2021).  

3.6.1. Key Performance Indicators (KPIs) 

     Key performance indicators (KPIs) constitute a 
quantifiable set of measures against which a 
company gauges its achievements in relation to its 
objectives (Akhmetova et al., 2023). KPIs select 
critical measures based strictly on a company’s 
business drivers (Tanveer, 2023). Because these 
drivers are company-specific, there is no identical set 
of KPIs that applies to all organizations (Kim, 2013).  

     The number of KPIs and the way they are 
presented in company audits on CSR activities varies 
considerably according to data sources and 
materiality (Dissanayake, 2021). In the Global 
Reporting Initiative (GRI) database, it is possible to 
identify a maximum of 62 potential KPIs on 
environmental or social issues (Mougenot and 

Doussoulin, 2023). The complexity of the entities 
monitored and the quality of the databases launched 
by providers of CSR-related information play a large 
part in determining which KPIs to select (Nielsen, 
2023).  

3.6.2. Feedback Mechanisms And Stakeholder 
Engagement 

     Two key questions arise when stakeholders 
consider whether to support a company’s 
governance: what information should directors 
disclose, and how should outsiders express their 
views effectively? (Afeltra et al., 2022). These 
questions underpin both company law and the 
broader debate on how law shapes corporate 
behaviour by influencing the flow of information and 
the channels for input (Alessa et al., 2024).  

     Academic explanations for encouraging 
directors to prepare non-financial information have 
focused on promoting a better understanding of a 
firm’s value or ensuring that a firm makes efficient 
use of resources (Yen and Wang, 2023). However, the 
aim of corporate disclosure extends beyond 
balancing the management of information and 
resources (Romito and Vurro, 2021). It also serves a 
democratic function, giving stakeholders a voice 
alongside shareholders and investors: to make 
demand patterns within a market fully competitive, 
as well as to grant those affected by a company’s 
behaviour—such as employees or consumers—the 
opportunity to influence corporate decision-making 
and prevent undue harm (Esser and MacNeil, 2019).  

4. ETHICAL CONSIDERATIONS IN 
BUSINESS LAW 

     The legal framework is not the only relevant 
source of guidance for companies, for legal 
compliance does not exhaust the question of social 
responsibility; often the socially responsible decision 
will go beyond what is required by law (Dalley, 
2018). Not all socially responsible decisions are 
socially desirable, however (Wu et al., 2024). 
Decision-making in business law is usually protected 
by the business judgment rule unless it is 
uninformed, not in good faith, or involves a conflict 
of interest; a decision that is uninformed, in bad faith, 
or made to advance private interests would not be 
socially responsible (Owen and Kemp, 2023).  

4.1. Moral Obligations Of Corporations 

     According to classical Aristotelian moral 
philosophy, the rights of an individual exist because 
he is a person and are not derived from any publicly 
owned entity (French, 2022). A person must never act 
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as mere agent to an abstract juridical entity in a way 
that treats the property of others without moral 
reference to the origin of those rights (Banaji et al., 
2021).  

4.2. Legal Vs. Ethical Compliance 

     The awareness that firms are obliged to fulfill 
social responsibility becomes more effective when 
the link between corporate social responsibility and 
business law is recognized (Cuomo et al., 2024). Legal 
personality—not necessarily human personality—
presents the capability of a firm to possess rights and 
duties in accordance with the applicable law (Carroll, 
2021). Looking at large Indonesian companies listed 
on the Indonesian Stock Exchange, the legal existence 
of these firms obliges them to comply with 
regulations promulgated by the government and 
supported by provisions of the constitution (Wirba, 
2024). The acceptance and recognition of legal 
personality, therefore, allows looking at corporate 
social responsibility issues from both a legal and 
business perspective (Tarighi et al., 2022). In the light 
of various discussions and evolving expectations 
surrounding responsibility, obligations, 
relationships, and benefits, it becomes crucial to 
differentiate the meaning of compliance (López et al., 

2021; Alkrisheh and Gourari, 2025). It is important to 
distinguish between legal obligations that must be 
adhered to and ethical obligations that may extend 
beyond legal requirements (Ackon, 2019).  

5. CONCLUSION 

     Corporate social responsibility is a set of 
standards that companies follow to behave in an 
ethical way (Azhar, 2025). These guidelines help 
organizations create a sustainable business model 
that has a positive impact on society and the 
environment, which helps develop a competitive 
advantage (Dalley, 2018; Al Azzam et al., 2023). 
Successfully applying corporate social responsibility 
requires a clear understanding of the laws and 
regulations that govern behaviors (Awa et al., 2024). 
For example, a company may have corporate 
governance and responsibility codes in place to 
regulate its social, economic, and environmental 
performance (Eijsbouts, 2017). However, guidelines 
must be sufficiently clear and detailed to be regarded 
as authoritative sources to regulate the conduct of an 
organization successfully (Wirba, 2024). Without 
knowing the proper legal framework, organizations 
could be susceptible to legal ramifications (Wirba, 
2024).  
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