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Upon completion of this chapter you will be able to:

• discuss and critically assess the concept of stakeholder power and interest 

using the Mendelow model and apply this to strategy and governance.

• evaluate the stakeholders’ roles, claims and interests in an organisation 

and how they may conflict.

• explain social responsibility and viewing the organisation as a ‘corporate 

citizen’ in the context of governance.
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Social Responsibility

Corporate social responsibility (CSR) –could be thought of as a set of actions 

which an organisation is not obliged to take, but takes them anyway for the 

wellbeing of stakeholders and the public. 
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Social Responsibility



© ACCA 7

Social Responsibility

A socially responsible company may consider:

• The environmental impact of production or consumption

• The health impact for consumers of certain of certain products i.e. tobacco and 

alcohol

• The fair treatment of employees

• Whether it is right to experiment on animals

• The safety of products and production processes
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Four-part model of CSR

CSR encompasses the economic, legal, ethical and philanthropic expectations 

placed on organisations by society at a given point in time.'
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Four-part model of CSR
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Social Responsibility

Arguments against CSR

Milton Friedman argued that a corporation has no responsibility outside of 

making profit for shareholders

Benefits to business of good CSR:

• Differentiation-the firm's CSR strategy can act as a method of differentiation.

• Attract & Retain High calibre staff

• Customer expectations –customers increasingly expect organisations to be 

socially responsible.
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Social Responsibility

Benefits to business of good CSR:

• Brand strengthening –due to the firm's honest approach and being socially 

responsible.

• Lower costs –can be achieved in a number of ways, e.g. due to the use of 

less packaging or energy.

• Trading opportunities –businesses are increasingly looking to partner with 

other socially responsible organisations for their mutual benefit.

By aligning the company’s core values with the values of society, the company 

can improve its reputation and ensure it has a long-term future.



© ACCA 12

Corporate Social Responsibility

Developing a CSR strategy

By taking a strategic approach to CSR organisations can determine what 

activities they have the resources to devote to being socially responsible and 

therefore choose those that will strengthen their competitive advantage.

Identify 
stakeholders

Classify 
Stakeholders

Establish 
Stakeholder’s 

claim

Assess 
stakeholder 
importance

Decide on 
response to 

social pressure
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Stakeholder Power
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Responsible for the 

strategic direction of 

a company

Carry out 

management's 

instructions to 

achieve the 

organisation's 

objectives

Own the company,  

but delegate the 

task of running it to 

the directors

Directors Employees Shareholders
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Stakeholder Classification
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1. Trade Unions

2. External Auditors

3. Regulators

4. Customers

5. Government

6. Suppliers

7. Lenders

15

External Stakeholders
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Managing Stakeholders - Mendelow’s matrix:
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Assessing Stakeholder Importance

Continual assessment helps to focus in on those that require immediate action

Three attributes may be assessed:

• Power: the perceived ability of the stakeholder to affect organisational action.

• Legitimacy: whether the company perceives the stakeholder action to be 

legitimate.

• Urgency: whether the stakeholder claim calls for immediate action.

Definitive stakeholders (possessing all three) require immediate action, the

others are latent stakeholders.
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Activity
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Work through Activity 1
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Activity 1 – Mendelow Football Club
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Prepare a Mendelow power-interest matrix for the stakeholders of a Premier 

League football club or a well known Twenty20 cricket franchise.
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Answer to Activity 3
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The key aspect about corporate citizenship is that it goes beyond compliance, 

obligations and that which is required by law.

It is the conferral of rights on stakeholders and the acceptance by the company of 

its responsibilities.

The company therefore embraces responsibility for its actions and encourages a

positive impact on the stakeholders with whom it interfaces. This is achieved via

its activities for example by its interaction with the environment, consumers etc.

21

Corporate Citizenship
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It is linked to the concept of corporate accountability.

Corporate accountability refers to whether the organisation is in some way

answerable for the consequences of its actions beyond its relationship with

shareholders.

The demands for corporations to be more accountable and step up to their new

role as valid members of society comes from two main sources:

22

Corporate Citizenship
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The demands for corporations to be more accountable and step up to their new

role as valid members of society comes from two main sources:

1. government failure – e.g. failure of governments to deal with risks that

accompany these rapid changes in products and service.

2. corporate power – e.g. privatisation of many previous state monopolies

places greater power in the corporate hand.
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Corporate Citizenship
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Principles that define the essence of corporate citizenship:

1.Minimise harm

2.Maximise benefit

3.Be accountable and responsive to key stakeholders

4.Support strong financial results

24

Corporate Citizenship
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Corporate Citizenship

➢We pledge to be a good corporate citizen in all the places we operate 
worldwide. 

➢We will maintain the highest ethical standards, obey all applicable laws 
and regulations, and respect local and national cultures.

➢ Above all other objectives, we are dedicated to running safe and 
environmentally responsible operations.
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Corporate citizenship (CC) implies a role for corporations in the societies upon 

which they impact.

There are three views as to the scope and nature of CC.

1. Limited view of CC

2. Equivalent view

3. Extended view

26

Corporate Citizenship
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Activity

27

Work through Activity 2
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Activity 2 – Social Responsibility
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JV Limited manufactures cleaning chemicals at its factory in a small town in the 

Lake District. It employs 300 people, and is the largest employer within a 20-mile 

radius.

The factory is located on the side of a lake, at the end of a single track road.

Identify five social responsibilities of this company.
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Activity 2  Answer – Social Responsibility
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Many points can be included:

• not polluting the lake with waste chemicals

• making sure employees use adequate protection when working with the 

chemicals

• complying with legislation regarding the use of hazardous chemicals

• minimising the impact of traffic on local roads

• minimising the visual impact of the factory on the area.
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Technical articles

Technical articles 

Stakeholders part 1

Stakeholders part 2

Click the links below to 
access the articles on 
accaglobal

https://www.accaglobal.com/pk/en/student/exam-support-resources/professional-exams-study-resources/strategic-business-leader/technical-articles/all-about-stakeholders-part-1.html
https://www.accaglobal.com/pk/en/student/exam-support-resources/professional-exams-study-resources/strategic-business-leader/technical-articles/all-about-stakeholders-part-2.html
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Exam focus

▪ Even if there is no specific reference to agency, agency relationships 
and conflicts may exist in a case scenario and be referred to in your 
answer, if relevant to the Task requirement. 

▪ Stakeholder interests and issues may relate to controls, risk, CSR, 
ethics and environmental issues.

▪ Read exhibits carefully to identify the types of shareholder and their 
relative power, as well as any conflicts for the business.

▪ Ensure you are able to spot, and analyse, ethical conflicts.
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Chapter 9: Summary

▪ Agency theory addresses situations in which decision makers delegate their 
authority to another party (agent).

▪ The agency relationship implies agent accountability for work carried out and 
resources used.

▪ There is some evidence that companies adopting a stakeholder-friendly 
approach earn higher profits.

▪ Mendelow's matrix can help directors to consider stakeholder groups when 
making decisions.

▪ CSR recognises that a corporation has a responsibility to many stakeholder 
groups and to society as a whole.

▪ The extent of an organisation's CSR activities is influenced by its ethical 
stance and the expectations and power of stakeholders.
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Chapter 9: Practice question 

Study Question Bank

Rosey and Atkins 45 mins

For SBL

➢Attempt the Study Question Bank questions listed above after studying this chapter

➢Attempt Revision Question Bank questions in your revision phase, after studying all chapters
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Thank you
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