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Assessment 1: An essay based on your interpretation of the following quotation:
“Business social responsibility should not be coerced; it is a voluntary decision that the entrepreneurial leadership of every company must make on its own.’”
John Mackey, Whole Foods Market CEO
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[bookmark: _Toc162038424]Executive Summary
In this essay, it covers Corporate Social Responsibility (CSR) and its significance in modern business practices. The multifaceted nature of CSR, emphasizing the importance of transparency, accountability, and stakeholder engagement in CSR reporting is explored. It also discusses the potential benefits and challenges associated with mandatory CSR reporting requirements, considering real-world examples to illustrate its impact on businesses, society, and the environment.
The role of CSR is spoken about in driving positive change and contributing to a more sustainable and equitable future for all stakeholders. While acknowledging the evolving nature of CSR, it is concluded that it remains a critical aspect of contemporary business operations, with the potential to foster innovation, build trust, and enhance long-term value creation.
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Over fifty years ago, Friedman argued that the social responsibility of business is to increase its profits. He was a prominent figure in the latter part of the 20th century, gained widespread recognition for popularizing enduring economic concepts, notably free-market capitalism, and monetarism, which continue to matter today (Ramanna, 2020). Friedman's economic theories, called monetarism, disagreed with Keynesian economics, which was popular in the early 1900s. His ideas shifted the focus of economic policy from government spending to controlling the money supply to tackle inflation (Behan, 2022). 
Businesses now have a significant role to play in addressing challenges like climate and resource scarcity in an increasing global population. In a report by KPMG International, 2012, the amount of flowing between borders grew over three times faster than the global economy did. Globalization, digital connections, increased consumption, uneven wealth distribution, ecological decline, insufficient global sustainability governance, and limited resources have all reshaped the business landscape.
Ethical responsibility for companies involves not only maximizing profits but also considering the broader impact of their actions on society, the environment, and other stakeholders. This often requires a balance between deontological ethics, which focuses on moral duties and principles, and teleological ethics, which considers the consequences of actions (Akaah, 1997). Business ethics involve the morals, values, and standards that businesses adhere to, ensuring accountability. Societal responsibility of businesses is highlighted to act ethically (James Pursell, O. C. Ferrell, 2021). Others view unethical behaviour as recognising moral principles but failing to take action to address them. An example of a company drawing on both approaches is Patagonia, a clothing retailer known for its commitment to environmental and social responsibility. Patagonia follows deontological principles by prioritizing fair labor practices and environmental sustainability in its supply chain. Yet, it also takes a teleological approach by investing in eco-friendly materials and technologies, which not only align with its ethical values but also contribute to its long-term success (Patagonia, 2024). Back in 1996, Nike faced significant backlash where reports were emerging of poor working conditions and labour abuses in its overseas factories. This unethical behaviour tarnished Nike's reputation and led to widespread public outrage and protests. The company faced legal challenges and endured damaging media coverage (Wazir, 2001), which ultimately impacted its bottom line and stock value.
The evolution of the social responsibility of businesses has been a significant development in modern corporate practices. Charity and philanthropy have long been avenues through which businesses have contributed to their communities. From donating to local causes to supporting disaster relief efforts, businesses have recognized the importance of giving back to society. In recent decades, there has been a shift towards formalizing social responsibility efforts through the concept of Corporate Social Responsibility (CSR). CSR encompasses a company's commitment to operating ethically, sustainably, and responsibly, taking into account the interests of all stakeholders, including employees, customers, communities, and the environment (Cochran, 2007). 
Arguments in favour of CSR are it has encouraged businesses to adopt more sustainable and ethical practices, leading to improvements. Many companies have implemented CSR initiatives that have resulted in real benefits for both society and the business itself, such as improved brand reputation, increased customer loyalty, and enhanced employee morale.
The case against CSR is that it is just seen as a PR exercises, rather than genuine efforts to address social and environmental issues. Shabana, 2012, argues that companies could engage in CSR primarily to enhance their public image or deflect attention from more significant problems, such as unethical business practices or environmental harm.
Historically, corporate reporting has primarily focused on financial performance, including metrics such as revenue, profit, and shareholder returns. Chastity Heyward, 2020, former Forbes Councils Member, he says that reporting can help with the following;
· Attract and attain employees
· Improve brand image to customers
· Shows a sign of accountability to investors	
· Improves your bottom line
· Better engage with customers
He goes on to say that businesses must move beyond prioritising profits over the well-being of the environment, society, economy, consumers, and employees. It's crucial for companies to explore ways to contribute positively to society, as this can enhance customer attraction and employee retention. Ultimately, customer satisfaction and employee loyalty are fundamental to the success of any business endeavour (Heyward, 2020). But should it be mandatory or voluntary?
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Until the end of 2009, no regulatory bodies in any country required companies to engage in or disclose CSR activities. However, the concept of obligatory sustainability reporting is still debated due to concerns about giving up control by the reporting entities. This raises the question of why companies decide to participate in voluntary CSR initiatives (Bicho, 2010).
While there are various ways companies can communicate, sustainability reports (SR) are the most common tool they use to show their impacts on the economy, environment, and society. How much information they share in these reports and how trustworthy they are, depends on why the companies have CSR policies. Graafland and Smid (2004) suggest that talking more about social actions is key to enhancing a company's reputation, and they highlight the role of government efforts in encouraging CSR behaviour.

[bookmark: _Toc162038427]People
Pfeffer, et al, 1999, says that there are seven practices to a successful organisation, and they are all to do with people. The first one mentioned is employment security.  Employment security is when employees feel secure in their jobs due to the transparency of their organization's practices, policies, and decision-making processes. When companies prioritize transparency in their operations, it can contribute to greater trust and confidence among employees regarding their job security. It is about creating a culture of openness and trust within an organization, where employees feel confident in their future with the company due to clear and honest communication about its operations and plans.
Kucharska, 2018, tells us that some organizations find it easier and more effective to implement CSR than others, which means some excel while others struggle. And while some see CSR as boosting their reputation, others believe it has the opposite effect. Job security can great a positive culture. Companies that prioritize CSR often promote values such as integrity, transparency, and social responsibility in their workplace culture. These values contribute to a positive and supportive work environment where employees feel valued, respected, and empowered. A strong workplace culture, in turn, enhances employee satisfaction and retention.

[bookmark: _Toc162038428]The Planet
To back the global trend of sustainability, guidelines have been set for reporting sustainability efforts to stakeholders. The Global Reporting Initiative (GRI) offers the most commonly used reporting guidelines. Currently, companies usually disclose their sustainability efforts independently from their financial performance, but this practice may evolve over time (James, 2013). CSR reporting encourages businesses to measure, disclose, and reduce their environmental impact, leading to improvements in areas such as greenhouse gas emissions, resource conservation, and pollution prevention. It helps address urgent environmental challenges, promotes sustainable resource use, protects ecosystems and biodiversity, and contributes to the well-being of present and future generations.

[bookmark: _Toc162038429]Supply Chains
Reporting CSR findings is essential because it helps promote sustainable practices throughout the supply chain. When companies disclose their CSR efforts, it fosters transparency and accountability, encouraging suppliers to adopt ethical and sustainable practices (Yu, 2023). He goes on to say that despite a temporary decline in global energy demand due to the COVID-19 pandemic, carbon dioxide emissions have surged by 6%, reaching a record high of 36.3 billion tons during the sustained economic recovery since 2021. When companies report their CSR initiatives, they highlight their commitment to upholding human rights and social justice standards within their supply chains. This will then encourage suppliers to ensure fair labor practices, safe working conditions, and respect for human rights, reducing the risk of exploitation and abuse of workers. This creates trust among stakeholders and reducing the likelihood of sourcing from unethical sources (Carter, 2011). 

[bookmark: _Toc162038430]Prosperity 
Prosperity plays a significant role in facilitating CSR reporting, especially concerning philanthropy, economic factors and stakeholder engagement.

[bookmark: _Toc162038431]Philanthropy
During periods of success, businesses often experience increased financial resources and stability. This provides them with the means to engage in philanthropic activities and contribute to social causes. CSR reporting allows companies to show their philanthropic efforts, such as donations to charitable organizations, community development projects, or disaster relief initiatives (Glow, 2023).Transparency in reporting ensures that stakeholders are aware of these contributions, enhancing the company's reputation and fostering goodwill among customers, employees, and communities.

[bookmark: _Toc162038432]Economic 
When the economy is doing well, businesses have the opportunity to focus on sustainability and responsible practices. They use CSR reporting to show how they care about the environment, treat workers fairly, and maintain good governance. By sharing their efforts to reduce environmental harm, support society, and follow ethical standards, companies gain trust from investors, regulators, and customers. The National Institution of Health reports that when businesses engage in CSR activities, they are recognized and rewarded by both national and international business communities. These investments directly boost economic growth (Sharma, 2011). Also, the multinational companies actively contribute to the well-being of their communities and developing nations. Financial institutions, particularly banks, have made significant efforts to establish themselves as community-focused entities. This strategy leads to improved profitability, sustainability, and long-term success (Nature, 2022).



[bookmark: _Toc162038433]Stakeholder Engagement
With their success, businesses can have more involvement with their stakeholders as they can have the ability to influence the success, or failure of a company on different levels. Businesses need to build relationships with their stakeholders to understand their CSR issues enabling them to mould into their corporate strategy (Noked, 2013). By involving stakeholders in the reporting process and asking for their opinions, companies can improve their relationships, gain trust, and make sure their CSR efforts match what stakeholders want. This helps create long-term value and sustainable growth.
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In September 2015, the 17 Sustainable Development Goals (SDGs) officially came into force to address various social, economic, and environmental challenges. The Sustainable Development Goals provide businesses with a chance to collectively contribute to sustainable development. By integrating CSR initiatives with the SDGs, businesses can tackle numerous global issues and improve their standing. However, this alignment poses challenges due to navigating varied markets and cultural environments, and some businesses will still operate focused on profit along (Impact Academy by CSRBOX, 2023). 

[bookmark: _Toc162038435]People
Making CSR mandatory is crucial for ensuring the well-being of workers in factories and promoting philanthropic efforts within companies. Back in the 1990’s Nike has some allegations thrown at them regarding poor working conditions, low wages, long hours, and instances of child labor in factories contracted by Nike in countries like Indonesia, Vietnam, and China (Bain, 2017). The controversy surrounding Nike's sweatshop labor practices served as a wake-up call for the company and the broader industry, prompting discussions and reforms aimed at improving labor standards and corporate responsibility in global supply chains. By mandating CSR, governments can hold companies accountable for providing a safe and healthy work environment for their employees, protecting them from exploitation and abuse.

[bookmark: _Toc162038436]Consumers
Mandatory CSR reporting for the case of consumers is essential as it gives them more clarity about what they are buying, the sustainability of their investments and help to support the transition towards a more resilient, low-carbon economy. Back in 2016, Kollewe tells us that Vodafone came under much scrutiny when they were fined £4.6m for breaches of consumer protection rules. This really shows why reporting CSR should be mandatory When companies fail to report their CSR findings voluntarily, incidents like the Vodafone breach of consumer protection rules can occur. Mandatory reporting ensures transparency and accountability, helping to prevent such breaches and protect consumers' rights (Edwards, 2024). 

[bookmark: _Toc162038437]Planet
In 2010, the Deepwater Horizon drilling rig, operated by BP, experienced a blowout in the Gulf of Mexico, resulting in one of the largest marine oil spills in history. The incident caused extensive environmental damage to marine ecosystems, coastal communities, and wildlife, with millions of barrels of oil discharged into the Gulf over several months. BP faced significant criticism and backlash for its role in the disaster, including allegations of negligence, inadequate safety measures, and environmental violations (Pallardy, 2024). This incident shows the importance of  CSR reporting in promoting environmental sustainability, social responsibility, corporate accountability, reputation management, and regulatory compliance.

[bookmark: _Toc162038438]Prosperity 
mandatory CSR reporting promotes economic stability, builds stakeholder trust, enhances market competitiveness, fosters innovation and growth, and creates long-term value for businesses and society. By making CSR reporting mandatory, companies can align their business practices with sustainable development goals and contribute to global prosperity. In 2015, VW became embroiled in a scandal known as the "Dieselgate" scandal. It was revealed that VW had installed software in its diesel vehicles to cheat emissions tests, allowing the vehicles to emit pollutants far above legal limits during real-world driving conditions which has made them have to work harder to change the way they are viewed by consumers and stakeholders (Walt, 2018). 
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So should companies be more socially conscious of their business decisions? Companie that want to make a difference will do so voluntarily and acting socially responsible makes good business sense as this will only attract investors. 
But when CSR becomes mandatory instead of the more logical choice, it only forces companies to spend the money without real motivation to make a positive impact (Somvanshi, 2021). For CSR spending to have a meaningful impact, there should be organizations or agencies with the expertise to carry out, evaluate, and gauge the effectiveness of these initiatives. Without these specialized agencies, the efforts made by companies to contribute socially may not achieve their intended goals. However, establishing such a system of requires time and resources and may not always be possible.
There are more benefits to disclosing the information as a business if you are doing them right. But by having a negative impact and benefiting from profits is not the option. Holding companies entirely accountable eliminates conflicts between business and society, making responsible behaviour the most profitable strategy.

[bookmark: _Toc162038440]Conclusion

In conclusion, there are different aspects of Corporate Social Responsibility (CSR) and an ongoing debate surrounding its implementation. The importance of transparency, accountability, and stakeholder engagement in CSR reporting, as well as the potential benefits and challenges associated with mandatory reporting requirements have been highlighted. Additionally, we know there are real-world examples that illustrate the impact of CSR practices on businesses, society, and the environment. Overall, while the concept of CSR continues to evolve, it is vital for modern business operations, with the potential to drive positive change and contribute to a more sustainable future and this is why it should be mandatory. 









References
Akaah, I. P. (1997). Influence of Deontological and Teleological. Journal of Business Research, 71-72.
Bain, M. (2017, August 1). Nike is facing a new wave of anti-sweatshop protests. Retrieved March 22, 2024, from Quartz: https://qz.com/1042298/nike-is-facing-a-new-wave-of-anti-sweatshop-protests
Behan, A. (2022, May 04). Who Was Milton Friedman and What Is Monetarism? Retrieved from Investopedia: https://www.investopedia.com/terms/m/milton-friedman.asp
Bicho, R. N. (2010). The role of institutional and reputational factors in the voluntary adoption of corporate social responsibility reporting standards. Academy of Marketing Science, 138. Retrieved March 21, 2024
Carter, C. R. (2011). Sustainable supply chain management: evolution and future directions. International Journal of Physical Distribution & Logistics Management, 46-47. Retrieved March 21, 2024
Cochran, P. L. (2007). The evolution of corporate social responsibility. Kelley School of Business, 449-450.
Edwards, M. (2024, March). Corporate Social Responsibility and Consumer Protection: Legal and Ethical Perspectives. Retrieved March 22, 2024, from Michael Edwards | Commercial Corporate Solicitor: https://michaeledwards.uk/corporate-social-responsibility-and-consumer-protection-legal-and-ethical-perspectives/
Glow. (2023, October 13). Bridging the Gap: Corporate Philanthropy in the Realm of CSR. Retrieved March 22, 2024, from Linkedin: https://www.linkedin.com/pulse/bridging-gap-corporate-philanthropy-realm-csr-jointheglow#:~:text=CSR%20reporting%20often%20includes%20details,transparency%20builds%20trust%20with%20stakeholders.
Heyward, C. (2020, Nov 18). The Growing Importance Of Social Responsibility In Business. Retrieved March 21, 2024, from Forbes: https://www.forbes.com/sites/forbesbusinesscouncil/2020/11/18/the-growing-importance-of-social-responsibility-in-business/
Impact Academy by CSRBOX. (2023, October 26). CSR and Sustainable Development Goals (SDGs): Aligning Your Efforts with Global Targets. Retrieved March 22, 2024, from Linkedin: https://www.linkedin.com/pulse/csr-sustainable-development-goals-sdgs-aligning-suk4f
International, K. (2012). Expect the Unexpected:Building business value in a changing world. KPMG Cutting Through Complexity, 6-7.
James Pursell, O. C. Ferrell. (2021). Addressing socio-ecological issues in marketing: environmental, social and governance (ESG). AMS Review , 140-144.
James, M. L. (2013). SUSTAINABILITY AND INTEGRATED REPORTING: OPPORTUNITIES AND STRATEGIES FOR SMALL AND MIDSIZE COMPANIES. The Entrepreneurial Executive, 17. Retrieved March 21, 2024
Kollewe, J. (2016, October 26). Vodafone fined £4.6m for serious breaches of consumer protection rules. Retrieved March 22, 2024, from The Guardian: https://www.theguardian.com/business/2016/oct/26/vodafone-fined-46m-for-serious-breaches-of-consumer-protection-rules
Kucharska, W. (2018). How to achieve sustainability?—Employee's point of view oncompany's culture and CSR practiceWioleta. Wiley Coporate Social Responsibility and Enviromental Management, 453. Retrieved March 21, 2024
Nature, S. (2022, March 1). “CSR leads to economic growth or not”: an evidence-based study to link corporate social responsibility (CSR) activities of the Indian banking sector with economic growth of India. Retrieved March 22, 2024, from National Libary of Medicine: https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8886699/
Noked, N. (2013, December 28). The Corporate Social Responsibility Report and Effective Stakeholder Engagement. Retrieved March 22, 2024, from Harvard Law School Forum on Corporate Governance: https://corpgov.law.harvard.edu/2013/12/28/the-corporate-social-responsibility-report-and-effective-stakeholder-engagement/
Pallardy, R. (2024, March 4). Deepwater Horizon oil spill. Retrieved March 22, 2024, from Britannica: https://www.britannica.com/event/Deepwater-Horizon-oil-spill
Patagonia. (2024, March 21). Polyester. Retrieved March 21, 2024, from Patagonia: https://www.patagonia.com/our-footprint/polyester.html
Pfeffer, J. (1999). Putting people first for organizational success. Academy of Management, 37-48. Retrieved March 21, 2024
Ramanna, K. (2020). Friedman at 50: Is It Still the Social Responsibility of Business to Increase Profits? Sage Journals, 5.
Schwarzer, S. (2012, May). Keeping Track of Our Changing Environment. Retrieved from UNEP Global Enviromental Alret Services (GEAS): https://unepgrid.ch/storage/app/media/legacy/35/GEAS_KeepingTrack.pdf
Shabana, A. B. (2010). The Business Case for Corporate SocialResponsibility: A Review of Concepts,Research and Practiceijmr_275. British Academy of Management, 88-89. Retrieved March 21, 2024
Sharma, S. (2011). Corporate Social Responsibility in India. Indian Journal of Industrial Relations, 637. Retrieved March 22, 2024, from https://www.jstor.org/stable/23070485
Smid, J. G. (2010, Feb 18). Reputation, corporate social responsibility and market regulation. Retrieved March 21, 2024, from Munich Personal RePEc Archive: https://mpra.ub.uni-muenchen.de/20772/1/MPRA_paper_20772.pdf
Somvanshi, D. K. (2021, Spetember 14). Should Corporates have a Mandatory Responsibility to the Society? Retrieved March 22, 2024, from Linkedin: https://www.linkedin.com/pulse/should-corporates-have-mandatory-responsibility-dr-kiran-somvanshi
Walt, V. (2018, July 23). Volkswagen Races to Put ‘Dieselgate’ in the Rear View. Retrieved March 22, 2024, from Fortune: https://fortune.com/longform/volkswagen-dieselgate-electric-fix/
Wazir, B. (2001, May). Nike accused of tolerating sweatshops. Retrieved March 21, 2024, from The Guardian: https://www.theguardian.com/world/2001/may/20/burhanwazir.theobserver
Yu, Y. (2023, Jan 20). The impact of supply chain social responsibility on sustainable performance. Retrieved March 21, 2024, from Science Direct: https://www.sciencedirect.com/science/article/abs/pii/S0959652622052404










2

image1.png
Prifysgol Cymru

Y Drindod Dewi Sant
University of Wales
Trinity Saint David




