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Corporate Social Responsibility Reporting Voluntary vs Mandatory

Introduction:
The question of whether CSR should be required or optional is one of the most contentious. According to John Mackey, Whole Foods Market CEO, business social responsibility should not be forced, it is a decision that every company's entrepreneurial leadership must make on their own.'  The focus of this essay is on whether corporate social responsibility should be voluntary or mandatory. The benefits and downsides of each strategy will be established in this essay, which will provide a summary of the "voluntary vs. mandated CSR argument." The goal is to figure out which method for CSR policies is the most effective. 
Main Body:
CSR is a self-regulatory business model that allows an organization to be socially responsible to itself, its stakeholders, and the public. Businesses can be aware of their impact on all areas of society, including economic, social, and environmental, by exercising corporate social responsibility, also known as corporate citizenship. CSR refers to a company's decision to operate in ways that benefit society and the environment rather than harming them in the usual course of business. FERNANDO, (2021) Environmental, charitable, ethical, and economic responsibility are the four classic types of corporate social responsibility. Gatti, L., Vishwanath, B., Seele, P (2019).
While some businesses strive to be socially responsible and contribute to societal welfare, the majority used to be more concerned with making money and increasing shareholder value. Friedman is credited with popularising this concept, stating that a company's main social obligation is to increase profits. Friedman, M. (2007) Milton Freidman also believes that businesses should be a free enterprise system, be free to do what they want if it’s within the law.  You would say this would be quite a teleological way of thinking. He refers to the fact that it is not the corporate executive’s money to spend on being responsible and doing social good, instead he should be seen as acting as an agent for stockholders, customers, or employees, fulfilling a specific "social obligation." Furthermore, Freidman quotes "There is one and only one social responsibility of business--to use its resources and engage in activities designed to increase its profits so long as it stays within the rules of the game, which is to say, engages in open and free competition without deception or fraud." Friedman, M. (1970) 
Whole Foods founder John Mackey expressed a different perspective when he said: “The business model that Whole Foods has embraced could represent a new form of capitalism, one that more consciously works for the common good instead of depending solely on the ‘invisible hand’ to generate positive results for society”(Porter ME, Kramer MR 2006)
While there is no commonly acknowledged concept of CSR, it was once thought of as humanitarian actions carried out voluntarily by businesses. CSR does not have a universal definition or operationalization. CSR originated in the developed world, such as the United States and Europe, as a voluntary response by firms to criticism and societal pressure to avoid litigation or a negative company image because of their damaging actions. Jamali, Dima & El Safadi, Walaa (2019) CSR’s view has shifted in recent years, with current trends directing CSR into a legally binding domain. The question of whether CSR should be mandatory, or voluntary is one of the most disputed.
After World War II and throughout the 1950s, there was a period of adjustment and shifting views toward the subject of corporate social responsibility, but it was also a period when few business efforts went beyond philanthropic operations (Carroll 2008). Bowen (1953), who thought that big businesses at the time focused on immense power and that their intentions had such a tangible influence on society but needed to change their outcome to include implications of their impact, is by far the most striking example of the shaping attitudes toward corporate behaviour.
CSR was first mentioned in 1997 by the British Department for International Development to protect workers and the environment from the adverse repercussions of the otherwise beneficial promotion of international trade. Years later, the World Bank defined CSR as "the commitment of business to contribute to sustainable economic development by working with employees, their families, the local community, and society at large to improve their quality of life in ways that are both good for business and good for development.
Even though the notion of corporate social responsibility has been around for a long time, it has undergone significant evolution since its conception. Most notably, CSR began with a very limited scope, but has subsequently expanded to encompass many more concerns and have an impact on a broader variety of business decisions. What began as a movement to encourage businesses to donate to charity and cut working hours has grown into a movement that has transformed the way businesses are run and has an impact on every part of their operations. Businesses nowadays are missing out if they do not engage in CSR. It's become a necessary aspect of doing business, and its rapidly influencing customer decision-making. Companies are realising that CSR is not only good for society, but it is also good for business in many circumstances.
In the 1990s, increasing globalisation was essential in broadening the scope of CSR and laying the groundwork for how we perceive CSR today. The establishment of Agenda 21, the United Nations Framework Convention on Climate Change, and the Kyoto Protocol were among the many international events and agreements that happened in the 1990s. These events heightened multinational organisations' CSR concerns, forcing them to evaluate their impact on the world at large rather than simply their local community for the first time. During the 1990s and early 2000s, CSR discourse began to turn away from mitigating local harm and toward addressing global challenges. CSR has also never had a broader scope. Companies are now designing CSR initiatives on the UN's 17 Sustainable Development Goals, which range from gender equality to ocean life conservation. As companies must cultivate a welcoming work environment and combat prejudice, CSR is becoming increasingly linked to rising Diversity, Equity, and Inclusion activities. While not every company adheres to CSR principles, and those that do are far from ideal, it is heartening that companies are beginning to acknowledge the many ways they impact society and how they might improve it. (Schoff, 2021)
Position for Voluntary Reporting 
Investors
CSR disclosure indicates a business's perspectives regarding diverse stakeholders' demands as well as its commitment to long-term development. (Birkey R.N., Michelon G., Patten D.M.,& Sankara J. 2019)  
Voluntary disclosure shows commitment and forward thinking to investors. Customer loyalty and brand recognition are improved, government penalties are reduced, the investment risk is reduced, and competitive advantage and long-term value are increased when CSR is communicated. (Porter ME, Kramer MR 2006) 
Employee loyalty 
If CSR reporting was left voluntary for companies, employee loyalty could improve because, employees might take a view, that if the company that they were working for was making the effort to be transparent and improve working conditions, then they must be a good company to work for. This would save the company financially in the long term due to low staff turnover. 
[bookmark: _Hlk96199973]Employee morale, productivity, and satisfaction can all be improved by participating in CSR initiatives that are recognised by employees, resulting in improved overall corporate performance. (Freeman, R.E 1984)
Companies with a high CSR reputation are more likely to engage in cooperative rather than opportunistic behaviour across stakeholder interactions, so CSR could help to meet the requirement for security and safety.
Employees might conclude from voluntary CSR that the organisation is ethical, and that it is safe to invest their time and energy there. To put it another way, CSR can serve as a foundation for presumed trust. (Bauman, C.W, Skitka, L.J. 2012) As a result, CSR can assist people comprehend business ethics, which can help to meet employees' demands for security, self-esteem, belonging, and a purposeful existence.
Educate workforce about purpose instead of profit
Workplace culture is much more than perks, and no amount of money can make up for a bad culture. Young talent will stay with an organisation for far longer if they work in a favourable setting with a sense of community or camaraderie and everyone working toward a common goal. 
Putting a unified purpose at the heart of a business strategy – such as community development, poverty reduction, environmental stewardship, or simply spreading happiness – influences decision-making, inspires employees and customers, and builds trust – an increasingly important ingredient for any successful organisation. (Young, 2020)
Purpose can be utilised to appeal to our inherent human desire to be a part of something bigger than ourselves, to contribute to a larger group or objective. Purpose can also be used to assist varied global teams work together in new ways, focusing on and achieving a common goal.
CSR initiatives that have matched an organization's purpose and values with social and environmental activities are the most effective. An organization's essential principles and aims can be reconfigured to help society by performing responsibly. This has the added benefit of enhancing ties between management and the rest of the workforce. CSR has been found to be a better motivator for employees than monetary awards in the present employment climate. When a company is regarded to be involved in charity initiatives, it becomes more appealing as an employer. This is especially true among employees in their twenties and thirties (both current and potential). (Robertson, 2017)
Strengthens brand reputation
Businesses are about purpose and passion and not just profit. To report voluntary strengthens the brand reputation. It offers that distinctiveness. It gives a competitive edge. It’s more about not everybody’s doing it voluntary. 
Companies that adopt CSR are one step ahead of those that do not. The good image they create for themselves plus recognition means attracting more customers. (Bennett, 2021) So this would be another strong reason to do it voluntary, showing good business practice. 
Evidence points to customers being more likely to buy goods and services from socially responsible businesses, and suppliers may indeed be eager to cooperate with them; positive influences for the provider may occur. It's also probable that companies who practise CSR are more likely to obtain funds from investors (e.g., start-ups) and obtain greater credit conditions. Many people are likely to want to connect their financial goals with their moral values. (Geoffrey B. Sprinkle, 2010)


Position against voluntary Reporting 
Equal Playing field
Mandatory CSR reporting would give all companies an equal playing field and the same rules would apply for everyone, it would make it easier for companies to be held accountable for the failings. 
Education
There is a substantial education gap between what people are taught and what companies require in many fields. These skills shortages are preventing industries and society from progressing. Practices that operate in corporate social responsibility (CSR) have the potential to transform this predicament. Therefore, if companies were reporting CSR Mandatory, then they may be able to bridge the skills gap while also improving employee loyalty and work ethic by adjusting CSR to match the educational needs of both existing and prospective employees.
Faster achievement rate 
If the CSR was left voluntary, then the achievement rate in which to improve things for example working conditions, equality etc. may not be fast enough (realistically most businesses especially SMEs don’t have time to put all these systems in place and in the end that creates a burden on the business and particularly because there are no frameworks in place which is going to take time and resources. So, if it were to be made mandatory and the framework was in place it could potentially make it easier to do and create a better practice in a faster time. Also, if it was left voluntary companies might find every excuse not to participate because they have not been able to do it especially in today’s climate.
Transparent/uniform  
If everyone’s transparency looks the same, would it be a better system? The lack of universal CSR legislation is the cause of the lack of reliable CSR measurement. CSR disclosures should be mandated for stakeholders to have confidence that businesses are functioning responsibly and transparently.
Many people no longer believe that CSR should be voluntary. The voluntary approach has been chastised for making it impossible to discipline damaging behaviours and for the lack of openness and confidence in CSR reporting. Businesses are given far too much latitude in implementing CSR policies under the voluntary model, and they are not even required to produce periodic reports on CSR implementation. Gatti, L., Vishwanath, B., Seele, (2019)
Discussion: 
Should business social responsibility be forced. At present it is a free decision that every company's entrepreneurial leadership must make on its own.' However, should all businesses be reporting for the right reasons, share that value and have that goal? The evidence suggests that to voluntary report is a good thing to get the right outcome. Whereas Mandatory reporting achieves the goal too, but in the long run may not be as effective due to businesses doing the bear minimum, because they must and not because they want to be seen as a business with good practices. Companies doing it voluntary are being open and transparent and willing to show shareholders and stakeholders that they are doing the right thing, voluntary reporting demonstrates a commitment to long-term development and forward thinking to investors. As a result, customer loyalty and brand recognition improve, government penalties are reduced, and investment risk is reduced. However, you could argue that if reporting is voluntary, how can the reports' transparency and reliability be trusted. It may be argued that if it were mandatory, it would be properly managed, raising awareness of businesses that were not doing the right thing. It could also motivate businesses to contribute directly to the development of underprivileged communities. Employee loyalty may be improved if it was voluntary, because of the company's principles and ethical practises. If it were mandatory, it would provide a fairer playing field for businesses, but this could be detrimental to SMEs in the long run because larger corporations could hire more specialists. Overall, a business may appear to have excellent practises when it comes to reporting CSR, whether voluntary or mandatory, but they are all attempting to achieve the same goal and making it voluntary would allow the company to proceed at its own pace, which would be better for SME's. However, in the long run, achieving goals in this way may take significantly longer.
Conclusion: 
On balance I think that the CSR reporting should be a voluntary disclosure, this shows commitment and forward thinking to investors which a lot of SME’s need more than the larger companies. It would encourage employee loyalty, boost morale, satisfaction, and presumed trust. Unified purpose would be at the heart of a business strategy. It would be more about the passion than the profit for a company, which shows good ethics, giving the company a competitive edge. It’s more about not everybody’s doing it voluntary. Many people are likely to want to connect their financial goals with their moral values. The facts convince me that it is preferable if businesses disclose voluntarily since it means SME's can focus on what matters, which is doing what is best for society, willingly and being rewarded by investment and employee loyalty, without the added constraints or financial responsibilities.
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