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Socio-Legal Responsibility of a Director in aCompany: An 
Appraisal 

 

Abstract 

Director’s Socio – Legal Responsibility in a company is focused on cooperate governance 

which is associated with incorporating social and environmental concerns into the process of 

making decisions for the business, benefitting financial investors but also consumers, 

employees and communities. With respect to conduct and relationships of modern business 

which operates within a milieu (social environment) of social norms and expectations. Socio 

-Legal responsibility is implemented effectively through corporate-level policies and 

standards and supported by oversight mechanisms, training programs and accountability 

measures. 
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Socio-Legal Responsibility of a Director in aCompany: An 
Appraisal 

 

Introduction 

Socio – Legal Responsibility is concluded as the “company’s responsibility for their impact 

on society”. It is sympathetically used undertaken by companies to integrate business, 

environmental and social concerns in their operations and their interaction with stakeholders. 

Socio – Legal Responsibility have the ability to significantly influence domestic and 

international policy and communities in which they operate, due to their size, it has revolved 

around the conduct of multinational corporations and other large private companies. The 

functioning of global markets depends on socially responsible business conduct. 

There are number of factors including: 

 Social responsibility is increased by globalisation and proliferation of cross-border 

trade. 

 To accept corporate conduct organisations, such as UN, the Organisation for 

Economic Co‐operation and Development (OECD) and the International Labour 

Organisation (ILO), have developed guidelines, declarations, principles and other 

instruments that outline norms. 

 Information and media access enables the public to be more informed and to monitor 

corporate activities easily. 

 It has increased awareness of the inadequacy of current regulations and legislation  

 

Interestingly, the fundamentals are considered universal reflecting the globalisation of 

business.1 

                                                             
1FRANK H. EASTERBROOK & DANIEL R. FISCHEL, THE ECONOMIC STRUCTURE OF CORPORATE 
LAW (1991); Harold Demsetz& Kenneth Lehn, The Structure of Corporate Ownership:Causes and 
Consequences, 93 J. POL. ECON. 1155 (1985); Ronald J. Gilson, A Structural Approachto Corporations: The 
Case Against Defensive Tactics in Tender Offers, 33 STAN. L. REV. 819 
(1981). 
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Company’s internal mechanism applies to business decision-making rules which are 

traditionally specified as corporate governance. These norms and laws have served to shape 

the relations among board of directors, shareholders and managers as well as resolve agency 

conflicts. It has pushed the management to consider border considerations. It has gradually 

become the framework of public interest in business as well as structuring the procedures of 

good citizenship and commitment to various constituencies.Socio-legal responsibility 

through corporate governance focuses on mirroring the company’s conscience and long-term 

commitment to stakeholder. 

Under the Corporations Act the role of directors and officers is established 

 [1] To discharge their powers and duties to act on behalf of shareholders and to run the daily 

business practices of a company. 

 [2] In other words, in the best interests of shareholders and to maximise wealth they are 

have to exercise their duties. However, to go beyond the shareholder interest responsibility, 

that incorporated responsibility, to require directors’ duties recent disputes have surfaced as 

to whether the law needs to be clarified. That is, when making decisions responsibilities 

accounted to stakeholders who are suppliers, customers, environment and the broader 

community whether wider responsibilities should be accounted to directors. 

[3] When making decisions that are for the long-term interests of the company to be 

considered as there is already sufficient flexibility within case law that permits directors and 

officers which is been argued by legal critics that the existing laws should remain unchanged 

[4] As part of a statutory duty to the company a legislative amendment to oblige directors to 

take into account stakeholder interests could have adverse consequences in confusing the 

primary creativity in work practices role of directors, creativity in work practices, and 

therefore it is unnecessary and could have detrimental effect on the decisions constituted  by 

directors. 

Further the organisation’s image and prestige are perceived by many non-shareholder 

activities in regards to suppliers and customers and the community. Moreover, to the best 

interests of the corporation, that is, the prime interests of shareholders, the activities of 

stakeholders are seen as opposing and contrary. 
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 [5] However, this is not the case as it can actually improve the company’s overall value and 

image towards prospective shareholders. 

[6]Corporations should take the ‘stakeholder-oriented’ approach to corporate governance as 

it is suggested by most legal commentators  

[7]2 This authorises directors to make corporate decisions whilst incorporating stakeholder 

interests at their own discretion and should ultimately be left to the company and its own 

integral governance arrangements. By mandating directors’ duties to take into account 

stakeholder interests will not necessarily result in promising outcomes, as the requirements 

will force directors to the current legal framework to take the “tick the box" approach, that is, 

the only motivation they would have is to conform with the law instead of genuinely care for 

the interests of stakeholders.   

We need not look further, as3Dow being one of the sponsors of the upcoming 2012 Olympics 

in London and the negative press that has been generated due to the worldwide protests of 

activists and civil society groups. However,whenever the Bhopal Incident is mentionedit 

becomes a norm for popular opinion to turn against Dow 

 

Notwithstanding the previous owner of the plant is responsible for the disaster, as the claims 

of the company that it has done nothing, it is a basic fact in the corporate world when a 

company is acquired the companies have to do adequate due diligence and in this case, 

Responsibility cannot beevadedby Dow since it very well knew the antecedents of the Union 

Carbide Corporation which it acquired. 

        

Definition 

A single globally-accepted definition for Socio-legal responsibility of a director in a 

company does not exist, as it is still evolving. The language used for Socio-legal 

responsibility of a director in a company are interchangeably .However various individuals 

                                                             
2See, e.g., Joseph E. Murphy, Can the Scandals Teach Us Anything? Enron, Ethics, and Lessons for Lawyers, 
12 BUS. L. TODAY 11 (2003), available at http://www.abanet.org/buslaw/blt/2003-01-02/murphy.html; 
William S. Lerach, Plundering America: How American Investors Got Taken for Trillions by Corporate 
Insiders - The Rise of the New Corporate Kleptocracy, 8 STAN. J.L. Bus. & FIN. 69, 106 (2002); Joel 
Seligman, No One Can 
3Dow Jones Sustainability Indexes, http://www.sustainability-indexes.com/ (last visited Mar. 25, 2008). 
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and organisations have developed formal definitions of Socio-legal responsibility of a 

director in a company including: 

 The commitment towards business to contribute to sustainable economic 

development, and to improve their quality of life of employees, theirfamilies, the 

local community and society  

 Business that is operating in a manner that meets or exceeds the 

ethical,legal,commercial and public expectations of business in society. 

 While maximising its positive impacts, the management ensures that the company 

minimises the negative impacts of its operations on society. 

 ‘The integration of business operations and values whereby the interests of all 

stakeholders including customers, employees, investors and the environment are 

reflected in the company’s policies and actions’ 

 

Director’s in the company with respect to their conduct and to protect their ‘social licence to 

operate’ has the advantage of enabling the considerable non-financial risks of their 

operations by companies to manageand also enables them to meet wider community 

expectations. Their social responsibility is to protect the goodwill andthe brand name and 

intangible assets that comprise a major part of the balance sheet generally of any cooperation 

dealing in public product, services or investment markets. Social responsibility offers the 

prospect of strategic social or ethical differentiation form competitors and broad legitimacy 

in consumer and investor markets and society generally. 

For the purpose for which the power was conferred to exercise his or her fiduciary duty as a 

director and such a way that promotes the interests of the company as a whole. In the 

company constitution such a conference is generally contained. Breach of the doctrine of 

proper purpose appears the underlying intention that gives rise to the power executed by the 

director. Thus, in Howard Smith Ltd v Ampol Petroleum Pty Ltd Street J held that to reduce 

Ampol’s shareholding was the purpose behind the decision to allot shares to Howard Smith, 

thus constituting an improper purpose. Contrasting this with the decision reached in 

Harlowe’s Nominees Pty Ltd v Woodside (Lakes Entrance) Oil Co NL, it was held that new 

shares allotted to the directors, for the purpose of ensuring the company’s stability, was for a 
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proper purpose. In the exercise of discretion regarding whether or not the ‘substantial 

purpose’ is proper within the scope of corporation’s law seems to allow for a degree of 

judicial creativity with prima facie inconsistency in judgments. It will prejudice the rights of 

an innocent third party if doctrine is breached the transaction is voidable at the company’s 

own option. 

Although these provisions, leave a large degree of discretion to the Courts. The intricate 

detail of the Act, in conjunction with contrasting judicial and legislative interpretation, 

provides for a vast array of precedent. 

The Socio - Legal Responsibility often referred as the Business responsibility, is about 

companies managing the business to produce an overall positive impact on society. CSR is 

not a difficult concept. 

4From the above, Socio - Legal Responsibility could be defined  as the process of  ensuring 

compliance with legal requirements, as also linked to ethical values, to an extent is a 

business operations. ‘Socio - Legal Responsibility means which is based on ethical values 

and respect for employees, communities and the environment and are open and transparent 

to business practices. It is designed to deliver sustainable value to the society at large as well 

as to the shareholders’. The concept of Socio - Legal Responsibility is based on the idea that 

besides public authorities, companies also should take on responsibilities of social issues. 

According to more recent approaches, Socio - Legal Responsibility in the companies are 

integrated as a concept whereby on a voluntary basis social and environmental concerns, 

business operations and in the interaction with their stakeholders. An external programme of 

good deeds will not protect a firm whose actual operations harm its surrounding society. 

Socio - Legal Responsibility has a significant role to play in controlling the perils of 

uncontrolled development, satisfying the needs of the present generation. Besides the 

Corporate, other stake holders have also to act responsibly. In India the focus was on charity. 

Sustainable CSR programs mean a cohesive mix of economic, legal, ethical and 

                                                             
4The Good, the Bad, and Their Corporate Codes of Ethics: Enron, Sarbanes-Oxley, and the Problems with 
Legislating Good Behavior, 116 HARV. L. REV. 2123 (2003); Brian A. Warwick, Reinventing the Wheel: 
Firestone and the Role of Ethics in the Corporation, 54 ALA. L. REV. 1455(2003); Diana E. Murphy, The 
Federal Sentencing Guidelines for Organizations: A Decade of Promoting Compliance and Ethics, 87 IOWA 
L. REV. 697 (2002). 
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philanthropic tenets. Their indicates a need for enforceable international standards for 

environmental safety, preventative strategies to avoid similar accidents and industrial 

disaster preparedness 

Camas’s Decision 

The CAMAC Report dedicated to the duties of a director under the Corporations Act and 

was satisfied that such duties are “sufficiently broad” not to warrant a reform. To negate the 

intended effect of the Act’s current operation it would serve the Act into the inclusion of 

special interests - that directors are responsible to the company as a whole. The final reason 

for the retention of the Act in its current form is likely uncertain. 

Legislative Expansion 

To the duties of a director which encompass circumstances and exceptions to the general 

duties which serve to expand their operation. Imperative to this notion is the ‘business 

judgment rule’ contained within the Corporations Act. 

Subjective approach is enshrined in this provision which focuses on rationality, 

complementing the doctrine of proper purpose. However in the director’s position it 

subsequently refers to rationality in terms of a reasonable person. 

Similarly, the interests of the company as a whole is being assessed, as was the case in Mills 

v Mills, Latham CJ noted that:- 

“Sometimes not a question of the interests of the company at all, but a question of what is 

fair as between different classes of shareholders” 

 

The Duties of a Director in External Legislation 

Duties of a director are ‘sufficiently broad’ which are not only within the scope of 

the Corporations Act, but also within the scope of separate legislation. When exercising his 

or her decision making power the director is not confined to look solely to the Corporations 
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Act. Rather, their capacity as a director there is an obligation to comply with a vast array of 

legislation as discussed below. 

With the provisions established in this Act renders directors and officers liable for non-

compliance with the Occupational Health and Safety Act 2004.To merge the duties of a 

director under corporation’s law with the duties contained within this Act. 

A penalty for a specific offence will be imposed on a director for not comply with 

the Environmental Protection Act 1970 (Vic). A defence will apply where the person was not 

in a position to exert influence over the conduct resulting in the offence and additionally 

where the person used all due diligence possible to prevent the contravention.  

As CAMAC’s contention suggests, that special interest considerations, like those 

abovementioned, be contained within external legislation. Not only would this promote a 

straightforward method of cross examining legislation by the judiciary, but it would also 

keep the Corporations Act solely within the spectrum of company law. 

 

Counterproductive Special Interests 

Director’s stringent duties are accountability to the company and its shareholders. 

Legislative reform will significantly undermine this objective as the adoption of a pluralist 

approach contends CAMAC. To make decisions with respect to various special interests 

encourages pluralist approach, i.e. external factors including customers, suppliers, the 

environment and the community as well as the company and its shareholders.  

As the approach was rejected, it is unclear whether or not special interests would have been 

weighted on par against company interests.  In the crossfire of two inherently conflicting 

considerations there is great potential for directors to be caught. 

The elaborated shareholder benefit approach (as adopted in the United Kingdom) by 

CAMAC as an alternative approach. In adopting this approach CAMAC’s main concerns are 

polarised: to merely codify the common law their inclusion is in the Corporations Act, 
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however, on the other hand, from the principles of traditional corporations law it may 

radically depart. 

In legislative interpretation and compliance special interests would create unnecessary 

difficulty. 

 

The Triple Bottom Line Theory 

As a matter of director discretion and 5 voluntary mechanisms the present stance in 

corporation’s law views corporate social responsibility. As mentioned, company’s financial 

bottom line not only considers proposals for a reform but also involves environmental and 

social issues.  

 To improve reporting on social and environmental compliance this attempt remains the 

subject of much contention. While it is believed that the inclusion of this provision extends 

the requirements for corporations beyond the traditional scope of corporation’s law. 

Therefore, the true superiority of shareholder interests is further emphasised. 

 

Voluntary Reporting 

There has been a recent push to promote voluntary reporting to ensure company director’s 

act with integrity and honesty. Corporate social responsibility would encompass the 

corporation’s respective performance. In the corporation’s macro-environmentvoluntary 

reporting is likely to achieve better practice. While the voluntary reporting system will not 

expressly affect the duties of a director and their overarching obligations, such a system will 

promote corporate social responsibility and the consideration of special interests within the 

organisational framework of company law. 

 

                                                             
5 Regarding stakeholder theory, see generally THOMAS DONALDSON & LEE E. PRESTON, THE 
STAKEHOLDER THEORY OF THE CORPORATION: CONCEPTS, EVIDENCE, AND 
IMPLICATIONS(1995); R. EDWARD FREEMAN, STRATEGIC MANAGEMENT: A STAKEHOLDER 
APPROACH (1984). 
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Norms and Sanctions 

Socio-legal responsibility of a company is an apparent paradox – a self - imposed discipline 

assumed by firms that forgoes some of globalisation’s freedom. Socio-legal responsibility 

have proliferated and it is unusual for a large/major corporation from a developed country 

not to have adopted a policy that addresses the negative social and environmental impacts of 

its operations and those of its supply chain. Socio-legal responsibility of a director in a 

company is ‘the tribute that capitalism everywhere pays to virtue’. 

Voluntary commitments dealing with labour standards and working conditions, respect for 

human rights, social impacts and environmental impacts and corruption avoidance. With 

bigger/wider stakeholder input and some with the further legitimacy of government 

participation codes range from initiatives by sectors, industries and individual firms, to those 

created. Further, voluntary instruments cover reporting, compliance and verification. Their 

ostensible purpose go beyond the firm’s legal obligations; indeed that is these commitments– 

to signify commitment to standards beyond those required by the legal systems of the 

countries in which they operate. Embracing most industries and sectors of global business, 

they create a vast governance network of voluntary obligation, or ‘soft law’. 

 

Corporate Governance 

“The way in which a corporation is directed, administered or controlled the set of processes, 

customs, policies, laws and institutions are affected”. 
6Shifting an approach from a functional, economic focus on agency problems within a 

private law sphere to a public policy that seeks to protect investors and non-shareholder 

stakeholders.  

The evolution in the perception corporate governance reflects broad changes in the socio-

legal view of business corporations. Being primarily concerned with the structure and 

functioning of the board and its relations with other corporate organs vis -a -visthe purpose 

of maximizing profits, shareholder primacy wing is completely aligned with corporate 

                                                             
6ADOLF A. BERLE, JR. &GARDINER C. MEANS, THE MODERN CORPORATION AND PRIVATE 
PROPERTY (1932). 
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governance. To enable reduction of agency problems, the business community looked to 

corporate governance, in order to allow shareholders to trust managers with their 

investments. 7  The dominance of the shareholder primacy model accepted the corporate 

governance discourse, also the law and economics view of economic efficiency, by focusing 

on agency conflict resolution. 

 

Dodge v. Ford Motor Co. 170 N.W. 668, 684 (Mich. 1919) ("A business corporation is 

organized and carried on primarily for the profit of the stockholders. The powers of the 

directors are to be employed for that end. The discretion of directors is to be exercised in the 

choice of means to attain that end and does not extend to a change in the end itself, to the 

reduction of profits or to the non - distribution of profits among stockholders in order to 

devote them to other purposes") 

 

 

Directors’ Duty to Act in the Best Interests of the Company 

 

For the benefit of the company as a whole expressed in the formulary that they must act bona 

- fide there is a long-standing general law duty upon directors. This three distinct formulary 

comprises related duties: a subjective duty of good faith, that is, as the directors perceive 

them  to act honestly in the company’s interests; a duty to exercise powers for a proper 

purpose; and a duty to consult and act by reference to interests that the law recognises as the 

‘interests of the company’. Duties in similar terms contained in the Corporations Act 2001 

(Cth) are been supplemented by the general law duties: directors must exercise their powers 

and discharge their duties in the best interests of the company and for a proper purpose. 

These duties are expressed to apply in addition to the general law duties (section 185. The 

general law and the statutory duties are owed to (and enforceable by) both the company, the 

corporate entity, and not, save in exceptional circumstances, by individual shareholders. 

                                                             
7For fiduciary duty aspects, see Lyman Johnson &David Millon, Recalling Why Corporate Officers Are 
Fiduciaries, 46 WM. &MARY L. REV. 1597 (2005); Blair &Stout, supra note 33. Forstakeholder aspects, see 
Mitchell, supra note 11. For economic analysis, see Craig Mackenzie,Boards, Incentives and Corporate Social 
Responsibility: The Case for a Change of Emphasis, 15 
CORP. GOVERNANCE: AN INT'L REV. 935 (2007); Jason Scott Johnston, Signaling Social Responsibility: 
On the Law and Economics of Market Incentives for Corporate Environmental Performance(U. of Penn, Inst. 
for Law & Econ Research Paper 05-16, 2005), available at http://ssm.com/abstract=725103. 
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By long tradition, with directors’ business decisions and to substitute their assessments; 

courts are reluctant to interfere; the tradition acknowledges the limitations of judicial 

capacity. 

 

Duties of care and diligence upon directors are imposed by the general law and statute: 

Corporations Act 2001 (Cth), section 180(1). Would ordinarily breach the duty of care for 

directors to enter into an arrangement with an outsider without any consequential corporate 

benefit. However, the issue of when and to what extent directors may consider and the duty 

of good faith and its statutory complement in section 181(1) promote outsider interests is 

determined .That duty is accordingly the present focus. 

 

NEXUS 

 

When there is no prospect of commercial advantage to the company Directors may 

‘implement a policy of enlightened self-interest on the part of the company but they may not 

be generous with company resources’. The main legal restriction on directors’ discretion is 

that ‘there be the possibility of someeventual return to shareholders which justifies a 

departure from short-term profit maximization’. 

 

Lack of Rule Clarity and Guidance for Directors 

 

Duties as regulator of director discretion in responding to wider responsibilities even beyond 

these judicial process considerations, there are substantive flaws in the body of directors’. 

These result in lack of guidance as to the scope of director licence and the principles that 

should shape its exercise. For corporate social responsiveness the lack of guidance results in 

uncertain director protection and weakens incentives. Legal doctrines governing the 

discretion are poorly resolved, for example, as a commercial entity the interests of the 

company may influence recognition of external claims as to whether and to what extent. 

Conceptualising ‘the company’ as enterprise where interests other than those of members are 

involved, recognises the wider interests that are implicated in business success. Looking only 

through the lens of current shareholder interest misses the time and institutional dimensions 

of enterprise. 
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The time and institutional dimensions of enterprise are looking through the lens of current 

shareholder interest misses  
 

To maximise corporate profits and shareholder wealth legal obligation might be imposed on 

directors. To respond to social expectations and norms and have regard to stakeholder 

interests statutory provision permitted to directors. The option would grant an explicit 

discretion for directors to sacrifice profits in the exercise of their business judgment as to the 

best interests of the company 

 

Self-regulation and Imposed Law 

Building relationships and upholding stakeholder interests companies are slowly deterred 

from excluding stakeholder interests and are now moving towards making corporate 

decisions. Without rigorous imposition of laws directors will gradually engage with 

stakeholders. Many legal critics argued, that these requirements and regulations should be 

dealt with solely by the company.  

As stated in the Companies Act, a director is to act in good faith and the best interests of the 

corporation, therefore, Board has the authority to decide, when, and what stakeholder’s 

decisions should be taken into account. They should have the flexibility and ability and 

balance competing interests in good time.   As articulated by the Senate Standing Committee 

as to whether a mandatory provision is necessary in regards to directors’ duties: 

8“If company law were to impose new and, at times, contradictory duties of directors’ and 

fiduciary duties could be weakened, perhaps to the point where they would be essentially 

meaningless."  

Additionally, if companies were given the flexibility to implement stakeholder oriented 

approach as a central part of their decision making process instead of replacing it with a 

mandatory provision under imposed law.  Moreover, by implementing the mandatory 

                                                             
8The issue of social enforcement exercised within companies and organizations requires a careful identification 
of those particular behaviors and misconducts that allow an internal enforcement system as well as those which 
may serve the interest of the organization at the expense of the public unless formally regulated. See Feldman 
&Lobel, 
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provision forcing directors’ to comply would have adverse results, that is, directors would 

comply with the regulations due to the consequences of sanctions and threats not appreciate 

stakeholder interests. Therefore, it is suggested that forming a culture and  which involves 

stakeholder oriented approach, and incorporating long term object would encourage directors 

and employees to uphold stakeholder interests Moreover, companies should create 

statements of vision and strategy that would encourage directors to achieve the objective to 

improve the company’s image and growth.  

Moreover, instead of prescribed regulations, companies should implement ‘norms of best 

practice’ that would involve all the key players of the organisation; the Board, and 

executives. This supports the notion that it is unnecessary for formal rules as the company, at 

its own discretion, can create and achieve its own ‘self-regulatory objectives’. As noted in 

the Cooney Committee “Self-regulation, if it works, in many aspects is better than regulation 

imposed by law."  

For example banking industry develops its own ‘stakeholder oriented approach’. The 

banking industry develops programs as a way to engage with its stakeholders. Some of their 

day-to-day programs require customers’ research while engaging with the broad 

stakeholders; which helps them to understand the needs and wants of customers. 

Additionally, to manage and meet concerns and expectations they also have employee 

consultations as well as stakeholder forums. Other programs include community service 

principles such as financial literacy and taking part in philanthropic activities (i.e. sponsoring 

cultural events). In particular, St George’s Bank employs a section on its website catering to 

customer service called ‘Customer relations/complaint handling’, which allows customers to 

freely voice their opinions or concerns directly to the bank, either via phone or 

internet. Additionally, they also developed under the Australian Banker’s Association a Code 

of Banking, which guides its employees on ways to improve banker/customer relationship in 

committing to particular standards developed by the bank. Thus, St George Bank does 

employ CSR regulations within its day-to-day business practices which regulate the 

relationship between the company and its stakeholders and therefore, the imposition of laws 

are required to restrict its day-to-day practices on how it should consider stakeholders. 
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The Bhopal Gas Tragedy 

'Every Corporate has a responsibility towards its employees and their families live'. 

As 40 tons of the deadly methyl isocyanate (MIC) gas escaped from the pesticide factory 

which trembles heart by recapturing those memories of the past. Adjacent to the UCC plant a 

poor slum colony, an approximate 3,800 people died instantaneously. On part of corporation 

one of the most tragic incidence that too cause of negligence. Now question arises about the 

responsibility of the corporation and to what extent, as the tragedy was of a human factor 

combination, incorrectly designed safety system and labour laws violation. 

 

 

India’s quest for industrialization and ambition to contest with the industrialized countries 

welcomes the establishment of multinational corporations. The institution of these 

enterprises was expected to play an immense contribution to the planned economic 

development with the inflow of foreign exchange, generation of income and employment. 

They were involved in the manufacture of pesticides, which demand in India was rising, 

owing to the ‘Green Revolution’. Today in the public eye, Bhopal Gas Disaster is a symbol 

of corporate negligence and cold heartedness of US multi-national. Though many 

evolutionary laws have been formulated and introduced after this tragedy, which determine 

the obligations and responsibilities on part of corporations which should be duly followed 

and in case of any breach of such laws results in consequences. But especially dealing with 

Companies act 1956 which on part of corporations clearly specifies responsibilities and 

imposing mandatory obligations to abide by. In case dealing with corporations’ social 

responsibility it is indispensable to get a brief understanding of what does corporate social 

responsibility actually stand for laws. 

 

‘Socio - Legal Responsibility’ is the continuing commitment by business to behave ethically 

and contribute to economic development while improving the quality of life of the 

workforce’. In the case the company denied that the gas had leaked from there unit though 

afterwards company admitted that the gas leaked from there unit but took a stand that they 

were not at fault. After  Twenty Six years of  the tragedy, large amounts of toxic material 

lying around the Union Car irreversibly and affects thousands residents of Bhopal who 
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depend on it. In 2001, Union Carbide was acquired by the US-based gigantic Dow 

Chemicals, thereby acquiring its assets and liabilities. It is not Subject to Government of 

India jurisdiction Dow maintains that it is USAcompany. Normally Dow Chemicals has the 

legal liability to clean up the Bhopal gas leak site on account of Corporate Social 

Responsibility (CSR) or ‘sustainability’ is not just obeying the law. 9 If this companies bill 

takes shape of law it will eventually impose responsibility on corporation mandatory to abide 

by. Whether inclusion of this provision will make it mandatory will depend on the owners of 

UCC to comply with the policies will certainly depend on what extent these policies are 

made mandatory imposing corporate social responsibility on corporations as Bhopal gas 

tragedy is surrounded with legal complexities and addition of another liability on the part of 

corporation will further add to pandemonium. 

As Dow Chemical has taken over Union carbide the assets and liabilities it becomes its legal 

obligation as well as social responsibility to clean up the gas leak site. But it could lead to 

disarray as Dow Chemicals is US based company and whether it is subject to Indian 

jurisdiction is dubious. 

 

Conclusion 

 

However, certain judicial pronouncements are a positive indication that the country is slowly 

getting ready. India is coming out of the traditional view of ‘doing for the sake of it’ and 

coming forward and realizing their responsibilities. When the concept of CSR, it will be the 

time when India may be ready for statutory backing to the CSR. Notwithstanding the above 

and sermonizing on the CSR platform, ultimately we have to remember Milton Friedman’s 

famous quote that “the business of business is business”.  

 

Corporations are powerful social institutions with enormous potential as levers of public 

policy. The implementation of corporate social responsibility would aid in ensuring minimal 

harm to the society. The need to avoid another Bhopal gas tragedy is our responsibility. 

                                                             
9ECONOMIST INTELLIGENCE UNIT, GLOBAL BUSINESS BAROMETER JANUARY 2008 
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Measures that would help in progress as well as a safe world is the need of not only the hour 

but also the future. 

 

Just like any other aspect of their business, social responsibility is a financial calculation for 

executives. The only way to influence corporate decision making is to impose an 

unacceptable cost regulatory mandates, punitive fines, taxes, and public embarrassment on 

socially unacceptable behaviour. Pleas for social responsibility will be truly embraced only 

by those executives who are smart enough to see that doing the right thing is a by-product of 

their pursuit of profit. 

 

Pure economic approach tends to take such arguments, often adopted by opponents of the 

social responsibility movement. That approach does not call for voluntary CSR, let alone 

mandatory CSR. Such an extreme stance may not be beyond question, to recognize the 

existence of interests other than shareholders that corporate managers must cater to.  

 

The companies should implement CSR voluntarily. The companies must realize that for 

them “Customer is the king”. So they should do everything possible to serve their customers. 

Every country should now start becoming aware of the advantages of CSR and how it can 

help reduce harm to society because of the activities of the companies and industries. 

Therefore, they CSR should be mandatorily taken up by all companies and industries so that 

the prime agenda of corporate houses will not be concentrated in profit earning only. 

 

As far question of socio-legal responsibility in case of Bhopal gas tragedy arises only 

speculation can be made of what will happen in future till then we have to wait and watch as 

there is no existing provision in company law. “Responsibility is the price of greatness”. Let 

our corporate world work towards maximum welfare of the maximum people – 

“SamastaJanaanaamSukhinoBhavantu”. 
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