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‘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

Introduction 

This essay will critically analyse John Mackey’s viewpoint on business social responsibility drawing on contemporary examples. 

Milton Friedman (1970) stated that the purpose of business and its one social responsibility is to increase its profits whilst staying in line with the game's rules by utilising its resources and undertaking activities designed to fulfil this. Business ethics are vital to an organisation and can impact how the business is viewed and valued by its consumers. Therefore, there are other roles a business must consider other than increasing profits and ensuring that it acts responsibly and ethically.

There are two types of ethics; these are teleological and deontological. Teleological ethics focuses on the consequences of an action, and the action is morally right if it produces the greatest level of good. Deontological focuses on the decision itself; the rules determine the motive from which the action is taken (Kumar & Mehta, 2021). 

Different theorists define corporate social responsibility (CSR) in many ways. There is no definite definition, one way in which it is defined is CSR is the moral responsibility of market participants to consider the effect of their activities on the outcomes and to then adjust their behaviour (Beal, 2013). There are four main types of CSR, and these are environmental, ethical, philanthropic, and economic responsibility. A new sustainability era is coming where sustainability is not a different strategy but is integrated into the operations of a business; value is moving beyond profits and towards more nonfinancial metrics (Lacy et al, 2010).

CSR reporting is the reporting of an organisation’s performance of non-financial metrics, and it provides transparency on the impact an organisation is having on the environment and society (Belal, 2016). Reporting can be dated back to the 1800s during the industrial revolution; in this period philanthropy was also on the rise, and the reports contained evidence of the organisation's concern for society and its employees. Modern reporting dates back to 1953 when the reports were being used to showcase social responsibility to improve brand reputation and respond to their stakeholders (Agudelo, 2019). 

Position for voluntary business social responsibility 

· CSR is expensive

The first argument agrees with John Mackey’s quote and is for business social responsibility to be voluntary. CSR is expensive, burdening companies’ shareholders and small companies that focus on it could fail. CSR is costly as it incurs additional charges to the company, an example of some of the things which could be undertaken to enable an organisation to be socially responsible would-be investments in reducing the pollution the company creates or donations to the community. These are all expenses that could decrease a company's profitability, therefore putting the company at a competitive disadvantage (Galant & Cadez, 2017). This could be viewed as socially irresponsible to the likes of Friedman as he suggests that an organisation's sole purpose is to be profitable. This argues that social responsibility should remain voluntary as a company’s duty to its shareholders is to maximise profits, and CSR contradicts this. The cost of implementing CSR in a small company falls disproportionally; whereas larger companies can budget for CSR reporting it is more difficult for smaller companies. In India, CSR has become mandatory, resulting in companies having to set up new departments that solely focus on CSR. This is an added burden for companies as it is an added expenditure in terms of setting up the department and either recruiting new employees or reskilling them (Mehta & Aggarwal, 2015). This expenditure could be detrimental to smaller businesses that cannot afford it; by social responsibility remaining voluntary, the smaller businesses that cannot afford the extra costs won’t suffer.

· CSR could stifle business innovation

The second point to make is that mandating CSR could stifle a business’s innovation and creativity, decreasing the effects of CSR. By mandating CSR, this means that it will be monitored by the government, meaning a specific framework and set of rules will have to be created to enable the monitoring of it. Government imposed CSR therefore could result in reduced flexibility which is required by businesses to produce innovative CSR strategies which are tailored to that specific business as they are restricted to meeting a set of rules. This innovation results in successful CSR strategies being formed, unlike a one size fits all method (Welford, 2015). Businesses are more creative and innovative than governments; it is innovation which leads to successful CSR not mandated rules. By governments mandating CSR, it means that companies lose empathy. Rather than creating a strategy which aligns with their company and business ethics to help solve the issue, it moves towards an allocation task where only the necessary recourses will be allocated to fulfil the mandatory rules. Forcing companies to pay a certain percentage out of their profits to contribute to CSR effectively functions as a tax it doesn’t make it a socially responsible company (Singh, 2020).

· CSR is connected to value and value cannot be forced 

Thirdly by making CSR mandatory and forcing it upon organisations, there is likely to be a reluctant effort and compliance would be restricted to the letter and won’t essentially be followed by the organisation's attitude. CSR is connected to values not laws. Value cannot be forced only promoted (Dave, 2017). Shortcuts could potentially be taken by corporates which results in them creating misleading reports. Consumers becoming more aware of global issues has created a market segment of ‘responsible’ consumers who hold CSR activities in high regard. Due to the increasing support of CSR by mandating it this could allow companies to take advantage of these consumers, resulting in misleading CSR reporting. From 2001 to 2010, the amount of environmentally themed adverts in the international edition of the economist increased from 10 to almost 45 (Pope, & Wæraas, 2015). This statistic shows that there is an increased number of companies now advertising their CSR as it has become a popular topic for consumers, it is suggested that CSR activities are now only undertaken to provide content for mass advertising campaigns and not because of the company's values. By mandating CSR, some companies will implement changes that appear to make them responsible. An example of a company which failed to hit the mark with becoming more sustainable and improving its CSR is McDonald’s with its green initiative and paper straws. In 2019 they campaigned to reduce single-use plastic, replacing all their plastic straws with recyclable paper straws. However, the paper straws were not recyclable (BBC, 2019). This argument is for voluntary CSR and John Mackey’s viewpoint as it suggests that by mandating CSR this takes away from the value. It shows that if CSR does not align with a business’s values, then it will be undertaken in a poor manner enabling shortcuts to be taken and for it to be used purely as a marketing method. 

· There are too many frameworks and standards 

Finally, there needs to be more clarity with the frameworks and standards of CSR and the lack of measurement systems. A measurement system is required to display the benefits of CSR. However, CSR has multiple definitions and is understood differently by different managers; these different views make it challenging for businesses to derive a strategy to implement CSR. Due to multiple standards and frameworks, there needs to be more standardisation within the reports and comparability (Yuen & Lim, 2016). A literature review reveals twelve barriers to implementing mandatory CSR, among which was the lack of regulations and standards available to follow (Pinto & Allui, 2020). There are an excessive number of standards, such as the Global Reporting Initiative, International Integrate Reporting Council and many more to follow, each of them giving a different approach to how companies should report and assess their CSR. This flood is what needs to be clarified for companies as there is no certainty on what they should be doing and what guidelines they should be following (Leinaweaver, 2015). Therefore, this provides an argument for why CSR should remain voluntary; there are too many guidelines which make it impossible to implement and regulate. There are too many standards for businesses and those assessing whether CSR is being followed, meaning it is impossible to make mandatory as there is no concrete set of standards to be followed.

Position against voluntary business social responsibility 

· CSR creates a positive image for businesses

The first argument against John Mackey’s viewpoint suggesting that business social responsibility should be mandatory is that it creates a positive image for the business increasing sales and customer loyalty. Using China as an example, it has been found that firms which adapt to mandatory CSR reporting show increased green innovation, an average increase of 26% in green patents has been found compared to firms with no CSR reporting. These increases have been advantageous to firms as it has increased brand reputation and therefore increased overall performance (Balon et al, 2022). Furthermore, customers are aware of global issues, and these issues can affect their buying decisions. Customers tend to buy more from businesses which show concern over these issues and take positive actions towards them. According to a study, if a business opposes its consumer's views, then 76% would not use their business, 25% of consumers have no tolerance for businesses which practice unethical behaviour (Bowling, 2022). These statistics show that if a business is not investing in CSR, then its customers could turn on their brand, meaning loss of loyalty resulting in loss of profits. This point shows that mandatory CSR can positively affect business, and everyone should practice it.

· CSR increases employee retention

Another argument against voluntary business social responsibility is that it increases employee retention and job satisfaction. A CSR strategy shows that a company is compassionate; a business committed to improving the planet rather than just profits is likely to attract more talented employees. It also gives employees a sense of purpose as they feel they positively contribute to global issues improving job satisfaction (Heywood, 2020). A study found that approximately 67% of employees prefer to work for companies which are socially inclined and have positive CSR (Lee, 2022); this means that companies working on CSR have employees that are motivated to work for them. Glavas (2012) found a positive relationship between CSR and employee engagement and suggested that this was due to employees finding more meaning and value in their work. This argument suggests that it is beneficial to companies to mandate business social responsibility as it increases employee retention and job satisfaction within these employees. This means that businesses have increased revenue as employees are more productive at work, and there is less expenditure on training costs (Blake, 2022). This coincides with Milton Freidman’s purpose of a business, as more profit can be made as less is being spent on training and employees are making more as productivity is increased.

· There is too much leeway for businesses

The third point to argue is that too much leeway is given to companies when CSR is voluntary, and more needs to be done. When CSR is voluntary, companies are not required to create reports on their CSR initiatives. Therefore, there is a lack of transparency concerning company’s activities, meaning that legal conformity cannot be enforced (Santoso, 2022). Mandating CSR would ensure that companies would have to consider their ethical issues on a compulsory basis rather than a voluntary basis, meaning action will be taken; otherwise, there will be a risk of prosecution. Mandating CSR in India has resulted in an increased amount spent on CSR, the prime database group reported an increase of 7% with companies listed to mandatory CSR (Sundar, 2018). This increase in spending on CSR proves that mandating CSR spending is effective as companies are forced to comply; this shows that these changes have made a difference and that India has taken the proper steps towards sustainable development. Amendments have been made to the European Union, meaning there is a requirement for public companies to disclose information on their risks related to environmental matters. This amendment was expected to affect approximately 6,000 companies; prior to the amendment, only 10% of these companies disclosed their information (Goelzer, 2014). This statistic shows that voluntary CSR is not as effective as mandatory CSR, as this change means that all 6,000 companies will be mandated to disclose their information. This will result in improvements being made to their CSR as it could result in a bad reputation being formed. This argument goes against John Mackey’s viewpoint as it gives evidence that mandatory business social responsibility is more effective than if it were to remain voluntary.

· CSR contributes to the 17 sustainable development goals

The final argument against voluntary business social responsibility is that CSR contributes to the UN’s 17 sustainable development goals. CSR is vital to obtaining sustainability, but it also contributes to sustainable development and helps to promote the goals. CSR regulation sets a framework and gives direction for improved future sustainability (Fallah Shayan et al, 2022). Companies which work towards the sustainable development goals can strengthen their relationships with stakeholders. It is suggested that the bond of the stakeholder with the company is based on CSR issues which are essential to the stakeholder and how these are addressed within the company (Bhattacharya et al, 2009). With the sustainable development goals being based on the stakeholder’s expectations, it would be beneficial for companies to consider these within their CSR. Using CSR to help meet these goals could also mean that a company can avoid legal and reputational risks (United Nations, 2016). By mandating CSR, businesses must work towards fulfilling the UN’s sustainable development goals, which in turn could alleviate poverty and mitigate climate change.

Discussion 

Drawing on both arguments for and against John Mackey’s viewpoint, the arguments against voluntary CSR are more compelling and benefit society the most. Looking at the argument, one of the main points is that by CSR becoming mandatory, businesses will be helping to work towards the UN’s sustainable development goals, which are beneficial on a global scale and contributes to the greater good of the nation. It is clear from the statistics that amending the rules on reporting in the EU meant that more businesses had to comply with CSR reporting. This results in businesses having to pay more attention to the matter as their activities would be disclosed, creating transparency in their business ethics. Mandating CSR means that companies that do not pay attention to their social business responsibilities would then have to concentrate more on this, as it could put their reputation at risk due to the consumer interest in such issues in the contemporary world. There were also compelling arguments for the viewpoint; however, none which contributed to the greater good of a nation. For example, for arguments focused more on how it would affect a business and the expense of applying it. There was also a focus on the mandate creating confusion and stifling a company’s innovation. A statistic that stood out was the increase in environmentally themed adverts in the economist. This presented a strong argument that companies could just be using CSR to improve their marketing method and not for its actual purpose. Both sides of the argument presented strong points.

Conclusion 

Throughout this analysis of John Mackey’s viewpoint that business social responsibility should remain voluntary. Some of the main points drawn from this essay are, by coercing businesses into adopting CSR this will assist in moving towards the UN’s sustainable development goals. However, it could cause some negative impacts on many businesses for example one of the points drawn focusses on the cost of implementing these changes which could have a detrimental impact on businesses that are already struggling financially. There were also issues surrounding how it could be enforced due to a lack of clarity within the different frameworks. Both arguments for and against have highlighted contemporary issues relevant to business ethics and how CSR can impact a business. The against argument had more of a focus on the effects of CSR on the nation as a whole and how mandating CSR increases compliance. Therefore, this was the strongest argument.
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