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ABSTRACT

Corporate social responsibility has increasingly evolved from a predominantly voluntary and ethical concept into an important
component of legal regulation and corporate governance. In Iranian law, however, rules concerning the social, environmental,
labor-related, and accountability dimensions of corporate conduct remain dispersed across company law, civil liability, labor
law, environmental regulation, and capital market rules, without forming a coherent and enforceable system of CSR reporting
and supervision. This study adopts a descriptive-analytical method with a comparative approach and seeks to design a model
compatible with Iran’s legal and institutional structure. The findings indicate that an effective framework should rest on five
principal components: determining covered companies according to size and risk level, imposing standardized annual reporting
duties, assigning direct responsibility to the board of directors for the accuracy and adequacy of disclosures, establishing a
coordinated system of administrative supervision, and providing graduated and proportionate sanctions. The proposed
reporting framework should include information on CSR governance structures, significant social and environmental risks,
workforce conditions, supply-chain risks, complaint mechanisms, and preventive and corrective measures. Administrative
supervision should primarily perform preventive and corrective functions, while civil liability should remain subject to the
general requirements of fault, damage, and causation. The proposed model also emphasizes proportionality, meaning that
reporting obligations should vary according to corporate size, economic capacity, public significance, and the level of social or
environmental risk involved. The study concludes that a gradual transition from voluntary disclosure to legally enforceable
reporting, combined with coordinated oversight and effective use of existing regulatory capacities, can provide a workable
foundation for establishing a coherent, transparent, and enforceable CSR regime in Iranian law.
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EXTENDED SUMMARY
Corporate social responsibility (CSR) has undergone a significant transformation from a
predominantly voluntary, ethical, and reputational concept into an increasingly legal and
enforceable component of corporate governance. Large corporations, particularly public companies,
holding groups, enterprises operating in high-risk industries, and firms integrated into transnational
supply chains, exercise substantial influence over employment, environmental quality, consumer
welfare, occupational safety, local communities, and broader patterns of economic development.
Accordingly, the legal assessment of corporate conduct can no longer be confined to profitability,
shareholder value, or compliance with the traditional rules governing corporate formation and
internal management. The contemporary debate instead concerns the extent to which corporations
should be required to identify, disclose, manage, and account for the adverse social and
environmental impacts associated with their activities. This transformation can be analytically
understood through the interaction between soft law and hard law. Soft-law instruments, voluntary
standards, corporate codes of conduct, and non-binding reporting frameworks have historically
played an important role in articulating expectations regarding responsible corporate behavior,
while subsequent regulatory developments have gradually converted certain expectations into legally
defined duties of disclosure, monitoring, due diligence, and accountability. The distinction between
hard and soft law is therefore better understood as a continuum involving different degrees of
obligation, precision, and institutional enforcement rather than as an absolute divide between law
and non-law (Abbott & Snidal, 2000). Moreover, the relationship between the two forms of regulation
is often complementary, because soft-law mechanisms may facilitate experimentation, norm
formation, and institutional learning before more binding requirements are introduced (Shaffer &
Pollack, 2012). The inadequacy of a rigid dichotomy between hard and soft law is particularly evident
in CSR, where voluntary standards may gradually acquire greater normative significance through
legislation, regulatory supervision, contractual incorporation, and judicial reliance (Lichtenstein,
2001). Against this background, the present study addresses the absence of an integrated and
enforceable system of CSR reporting and supervision in Iranian law and seeks to design a legally
coherent model that can transform fragmented corporate responsibility practices into a structured
framework of transparency, risk management, regulatory oversight, and accountability.
The legal foundation of mandatory CSR reporting lies primarily in the functions of transparency,
information production, preventive governance, and corporate accountability. Under a purely
voluntary model, companies retain extensive discretion over whether to publish CSR information,
which topics to emphasize, which risks to omit, and how performance is described. Such discretion
may encourage selective disclosure and may allow corporations to highlight philanthropic activities
while failing to disclose material labor, environmental, supply-chain, or human-rights risks.
Mandatory reporting changes this structure by defining the reporting entity, the minimum subject
matter of disclosure, the periodicity of reporting, the internal corporate authority responsible for
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approval, and the consequences of non-compliance. From the perspective of hard-law theory, legal
enforceability becomes meaningful when the obligation is sufficiently precise and subject to
institutional supervision (Abbott & Snidal, 2000). At the same time, technical reporting standards
and professional guidance may retain a soft-law function by supplying flexible metrics and
methodologies that can be incorporated into binding regulatory frameworks (Handl et al., 1988). The
model proposed in this study therefore does not treat voluntary and mandatory regulation as
mutually exclusive. Rather, statutory law should establish the essential duties and institutional
responsibilities, while secondary regulations and specialized standards should specify technical
indicators capable of adaptation over time. This approach is consistent with the broader
development of company law, in which disclosure is a fundamental mechanism for reducing
information asymmetry between managers, shareholders, creditors, regulators, and other
stakeholders (Davies & Worthington, 2024). Iranian company law similarly recognizes the
importance of corporate organs, managerial authority, reporting, registration, and legal
accountability in the governance of joint-stock companies (Eskini, 2024). The legal position of
corporate directors also demonstrates that managerial authority is not unlimited and that statutory
duties may legitimately regulate how corporate power is exercised (Ganjian et al., 2024).
Consequently, imposing responsibility on boards of directors for the approval and reliability of CSR
reports should not be regarded as alien to company law; rather, it represents an extension of existing
principles of corporate governance into areas of material non-financial risk.

A comparative assessment indicates that effective CSR regulation is most successful when reporting
is connected to substantive risk-management duties and institutional supervision rather than
functioning as an isolated disclosure requirement. Contemporary FEuropean regulatory
developments illustrate a movement from general non-financial reporting toward structured
sustainability disclosure, risk identification, due-diligence processes, and administrative oversight.
The central comparative lesson is that a company should not merely state that it respects labor rights,
human rights, environmental protection, or ethical business practices; it should be required to
identify significant risks, explain the processes used to assess those risks, disclose the measures
adopted to prevent or mitigate harm, and provide information about monitoring and remedial
mechanisms. Research on corporate compliance with emerging human-rights and environmental
due-diligence laws demonstrates that formal adoption of corporate policies does not necessarily
result in substantive changes in organizational practices or supply-chain governance (Schilling-
Vacaflor & Gustafsson, 2024). This reinforces the need to distinguish between documentary
compliance and genuine risk management. Comparative models also differ in the relative weight
assigned to disclosure, administrative enforcement, judicial review, and civil liability. Some systems
rely heavily on transparency and reputational pressure, while others empower administrative
authorities to require information, investigate compliance, issue corrective orders, and impose
sanctions. For Iran, a purely disclosure-based approach would likely be insufficient because
standardized reporting, independent verification, institutional coordination, and enforceable
corrective measures are necessary to reduce the risk of symbolic compliance. Conversely, imposing
immediate and extensive substantive liability on all corporations would be disproportionate and
institutionally difficult to administer. The preferable solution is therefore a hybrid model in which
reporting operates as the informational foundation of a broader legal framework that includes
preventive supervision, complaint mechanisms, proportionate administrative enforcement, and the
continued application of ordinary principles of civil liability. Such an approach is also compatible
with the broader evolution of regulation in complex commercial environments, where different
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degrees of legal obligation may be combined according to institutional capacity and the level of risk
involved (Shaffer & Pollack, 2012).

The proposed Iranian model should first define the personal and material scope of mandatory CSR
reporting according to the principles of proportionality and risk differentiation. A uniform regime
applicable to every registered company, regardless of size or activity, would create excessive
compliance costs and would overwhelm supervisory institutions. Instead, full reporting duties
should initially apply to large public and private corporations, listed companies, major state-owned
enterprises, banks, insurance companies, significant holding groups, and companies operating in
environmentally or socially sensitive sectors. Additional risk-based criteria should allow certain
enterprises to fall within the regulatory framework even when they do not exceed general size
thresholds, particularly where their operations involve substantial environmental impacts,
occupational hazards, extensive use of public resources, or complex supply chains. The diversity of
corporate forms and economic functions in Iranian law makes differentiated regulation preferable
to a purely formal classification based on legal form (Eskini, 2024). The growth of knowledge-based
companies and technology-oriented enterprises further demonstrates that contemporary corporate
regulation must account for new business structures and development-oriented economic policies
(Ebrahimzadeh et al., 2024). The report itself should contain a legally defined minimum core,
including the company's CSR governance structure, board-level responsibility, major social and
environmental risks, occupational health and safety matters, significant environmental impacts,
relevant supply-chain risks, complaint mechanisms, preventive measures, corrective actions, and
indicators used to assess effectiveness. The report should be approved by the board of directors and
supported by internal systems capable of producing reliable information. Placing ultimate
responsibility at board level is consistent with the legal position of directors as the principal organ of
corporate administration (Ganjian et al., 2024), while the recognition of legal limits on directors'
powers supports the possibility of imposing additional statutory duties concerning disclosure and
risk governance (Heydarpour, 2025). For large and listed companies, gradual introduction of
independent assurance should also be considered in order to reduce the risks of selective reporting,
misleading sustainability claims, and unsupported corporate statements.

The supervisory dimension of the proposed model is equally important. Creating an entirely new
regulatory organization may generate duplication, jurisdictional conflict, and significant
administrative costs, while relying exclusively on existing sectoral bodies without a coordinating
mechanism would reproduce the current fragmentation of Iranian regulation. A more appropriate
solution is a network-based supervisory structure organized around a clearly designated
coordinating authority. This authority should operate in conjunction with existing institutions
responsible for the capital market, labor regulation, environmental protection, standards, industry,
and other relevant sectors. Its core powers should include receiving or accessing CSR reports,
verifying formal compliance, requesting supplementary documentation, examining complaints,
initiating risk-based reviews, referring specialized issues to competent authorities, issuing warnings
and corrective orders, and imposing proportionate administrative sanctions where statutory
obligations are repeatedly or seriously violated. Sanctions should follow a graduated structure.
Minor or remediable deficiencies may initially justify a warning and an order to correct the report,
whereas repeated failure to disclose, refusal to provide requested information, intentional
concealment, or knowingly false reporting may justify monetary penalties, public disclosure of the
violation, and, in serious cases, temporary exclusion from selected public procurement opportunities
or public benefits. This approach is more consistent with preventive regulation than reliance solely
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on post-harm civil litigation. Civil liability should nevertheless remain available where damage has
occurred, but breach of reporting or due-diligence obligations should not automatically create strict
liability. Instead, deliberate concealment, disregard of a known serious risk, or violation of a clear
statutory duty may serve as relevant evidence when courts assess fault and legally attributable
conduct. General principles of obligations and civil liability require a distinction between the
existence of a legal duty, its breach, legally recognized damage, and causation (Naser Katouzian,
2024). Similarly, the autonomy of separate corporate entities should remain the starting point when
dealing with corporate groups, even though parent companies may be required to provide
consolidated information concerning controlled subsidiaries and material supply-chain risks (Seid &
Dessie, 2024). Thus, group-level reporting should enhance transparency without automatically
collapsing separate legal personality or establishing unlimited parent-company liability.

In conclusion, the study proposes a staged, risk-based, and legally enforceable framework for CSR
reporting and supervision in Iran that seeks to transform corporate social responsibility from a
predominantly voluntary and promotional practice into a coherent system of legal accountability.
The proposed framework rests on five interconnected pillars: proportionate determination of
covered companies, standardized and publicly accessible annual reporting, direct responsibility of
corporate management for the reliability of disclosed information, coordinated administrative
supervision, and graduated enforcement supplemented by ordinary civil-liability rules. The model
does not require the wholesale transplantation of any foreign regulatory system and does not seek to
impose identical obligations on enterprises with fundamentally different capacities and risk profiles.
Instead, it adapts comparative regulatory techniques to the institutional and legal structure of Iran.
Large, listed, state-owned, and high-risk corporations should initially be subject to the most
comprehensive obligations, while simplified requirements may apply to medium-sized enterprises
and small companies may generally remain outside the mandatory regime unless their activities
create significant risks. Reports should focus on material risks, governance structures, preventive
and corrective measures, and measurable outcomes rather than generalized ethical declarations.
Board approval, reliable internal data systems, independent assurance for major companies, public
digital accessibility, and coordinated supervisory powers would increase the credibility and practical
value of disclosed information. Administrative enforcement should primarily promote correction
and prevention, while serious or repeated violations should attract increasingly stringent sanctions.
At the same time, civil liability should remain based on legally established principles of fault, harm,
attribution, and causation rather than being transformed into automatic liability for all adverse
impacts associated with corporate activity. By combining transparency, prevention, supervision,
proportionality, and legal accountability, the proposed model can provide a workable foundation for
integrating CSR into Iranian company law and economic regulation while preserving legal certainty
and avoiding both ineffective voluntarism and excessive regulatory intervention.
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