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[bookmark: _Toc61301430]Executive Summary
In this assignment I will critically analyse the debate surrounding voluntary reporting and form an opinion based on my understanding of the topic and the extent on which I agree with Whole Foods Market CEO John Mackey in that CSR should be voluntary. I will analyse whether I think social responsibility should be voluntary or coerced using mandatory reporting, by assessing both for and against arguments.







[bookmark: _Toc61301431]Introduction
should social responsibility be coerced from business, or should we let companies and organisations decide for themselves how socially responsible they need to be? John Mackey, CEO of Whole Foods Market believes it should be voluntary, but to understand the implications of this we must first look at the purpose of business. it has been a long-standing belief that the sole purpose of business is to generate revenue for the owners/shareholders. Milton Friedman (1970) wrote in his article in the Washington Post that the only social responsibility of a business is to make money, openly and legally. Friedman’s ideas on the social responsibilities of businesses are prevalent to this day, but in the 21st century, could they be outdated? The world is very different than 50 years ago, ethics and social responsibility have become key factors in everyday life for a growing global majority. There are several serious issues we are facing today and, in our future, such as climate change and the growing global population coupled with the diminishment of resources. These have come to be of far more importance to the masses than just making money. Evidence of organisations having concerns of social responsibility can be seen as far back as the 1800s when industrialists had growing concerns for workers welfare and the employment of women and children at workhouses.  Although the term Corporate Social Responsibility was originally coined by economist Howard Bowen in 1953, it was not until the 1990's that the idea of CSR was widely accepted and becoming an essential part of most business strategies by the early 2000's. Today CSR is more than charitable donations and philanthropy, modern day stakeholders, both internal and external, want more and more reassurances that leaders are not just doing what is best for business, but what is best for the planet and society that the organisation operates within. When John Mackey suggests "it" shouldn't be coerced, we should consider the debate currently surrounding mandatory reporting. Traditionally reporting has been focused on the financial aspect of organisations, regulated, and standardised by the likes of FASB and IASB. But as previously mentioned, in the 21st century organisations have more to be concerned with than their financial success alone. With this in mind we question, how far should regulators go to ensure organisations are being transparent when it comes to corporate responsibility regarding ESC practices? Should organisations be left to make their own decisions on how responsible and/or honest they are? Whose responsibility is it to regulate ESG reporting and how do we measure organisations equally? 
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[bookmark: _Hlk61219376]Upon studying the topic of sustainability reporting and the debate surrounding it, I have highlighted the following arguments that describe why mandatory sustainability reporting is essential.
If it is important, we should measure it
Environmental, Social and Governance (ESG) factors refer to non-financial aspects of organisations performance. These can include climate change and plastic waste, providing equality within the workforce and fair pay, ensuring systems for accountability are in place and taxes are paid. In the 21st century we are repeatedly seeing movement toward a greener, fairer, more inclusive society. Many organisations already implement CSR strategies in the like of charitable donations and philanthropy, but is this enough? With more socially responsible investors looking at organisation’s sustainability value closer than ever before, across the board metrics are needed to ensure effective assessment of sustainability success and value. Demand for this is noticeable as more investment funds continue to incorporate ESG factors in their assessments. Mandatory Reporting will usher in this movement of standardised ESG concerns within business operations, bringing many organisations up to date with tackling sustainability issues. If not, businesses could risk being left behind in a changing, greener, sustainable world.

Who’s being honest?
The Sustainability Accounting Standards Board (SASB), founded in 2011, started the ball rolling with voluntary sustainability reporting, creating industry specific frameworks and standards relating to sustainability and CSR. But while the standards have been set, voluntary reporting can lead to organisations being choosey about what information they report. For example, an organisation could report on their successful efforts to reduce carbon emissions/waste products in their delivery methods, but then chose not to report on their manufacturing process, possibly hiding that they are not being environmentally friendly somewhere along the production line. A recent example of this can be seen in a report by Ma (2021) for The Information.com revealing that Apple, after becoming aware of a parts supplier violating supply chain ethics policies by using child labour in 2013, continued to use the company for a following three years before ending their relationship. It is important that stakeholders, both internal and external, have access to full and transparent reporting regarding to an organisation’s sustainability, to make informed and appropriate decisions about the organisation. Mandatory reporting, regulated with a consistent framework and standardisation across all industries, would ensure that organisations are being honest and transparent with their stakeholders across all ESG responsibilities.

You cannot compare
In modern day business, financial stakeholders such as potential investors or current shareholders need to be able to assess an organisations sustainability value, ensuring that ESG needs are being met and all efforts are being made to do this while maintaining constant revenue. Without standardisation and regulation, backed up both with legislation and by NGOs, it is difficult for a stakeholder to analyse and compare data held in voluntary sustainability reports. Although the efforts made by SASB and other similar initiatives have been successful in creating the foundations for sustainability reporting, they are not yet standardised across all industries. Current initiatives and markets use differing frameworks for differing organisations when reporting, should an organisation choose to report at all. The lack of standardised and regulated framework gives stakeholders, such as investors, little comparable information to work with. This can often leave them to guess or make assumptions regarding an organisation’s sustainability, leading to possibly ill-informed decision making. Mandatory standardised reporting would in effect eliminate confusion when analysing and making comparisons between organisations.
We have credible regulators, lets use them
[bookmark: _Hlk61278008]The FASB and IASB are well respected and credible regulatory bodies, setting standardisation for financial reporting. Arguments for mandatory sustainability reporting often suggest that these bodies could, and should, be the ones to organise and implement the universal standardisation of measuring an organisations environmental impact. They are backed by legislation, so corporate organisations must conform to their reporting framework, and already have effective processes in place, meaning legislation would only need to be adjusted as opposed to creating new. Having FASB and IASB undertake this workload would ensure stakeholders receive the urgent and efficient reporting needed to tackle pressing global issues such as climate change.
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Upon studying the topic of sustainability reporting and the debate surrounding it, I have highlighted the following arguments that describe why sustainability reporting should be voluntary.
Is it counterproductive?
It may be fair to say that more reporting is the anti-thesis of sustainability, costing more paperwork, manpower, time, and money. Jeff Leinaweaver highlights this in his article for The Guardian (2015), addressing the concerns within the sustainability reporting industry at the time. Some industry leaders believe that, although it can be helpful, sustainability reporting is not having the desired effect it once had. Organisations are more wasteful when creating large reports bogged in jargon, that broadly cover vast sustainability issues, to conform to standards that may not be relevant to them. As the audience for sustainability reporting widens and ESG concerns grow, stakeholders with certain interests may get lost in the sea of information included in these reports, as organisations try to meet standards and frameworks set out by the likes of SASB. Because of this, some organisations have chosen to follow an integrated approach to sustainability reporting, ensuring the best reflection of the business. Mandatory standardised reporting would further the confusion and cause reports to become excessive in length and information, failing to engage its readers.
The market should decide what is important
During the responsibility debate held at Oxford University (2018) discussing the motion of standardised and mandated corporate sustainability reporting, carried out by the US Financial Accounting Standards Board (FASB) and the International Accounting Standards Board (IASB), members of the opposition argued that the market-based approach was already working. Some industry leaders believe that, in order for sustainability reporting to keep up with an ever-changing world, it must be left to the market to decide importance on an industry-by-industry basis. This allows organisations to create tailor made report frameworks, directed at their intended stakeholders, that will be continually effective, the market approach being segmented to suit all stakeholders. If official bodies such as FASB and IASB were to take over and standardise the reporting process, it would become significantly slower, face far more red tape and often hinder the main objectives of an organisations approach to sustainability, causing their objectives to become blurred. Mandatory universal standardisation regarding sustainability would be difficult to manage when you are setting guidelines that effect both leisure travel and fashion retail industries.
Isn’t this what SASB do?
As I have previously mentioned, the Sustainability Accounting Standards Board have been trailblazers in the sustainability reporting industry. Many industry leaders believe that bodies such as SASB currently provide enough framework and standards for sustainability reporting across the board. Although SASB are not backed by legislation, a growing number of organisations are opting to observe their standardisation when compiling sustainability reports, highlighting the growing demand for available ESG information by stakeholders. If market led approaches using SASB frameworks are already successful, why would we need to complicate processes by involving legislative bodies, in turn making sustainability reporting more difficult to undertake. The likes of FASB and IASB have aired concerns over including sustainability reporting in their workload. They believe that they are not the appropriate bodies to undertake this responsibility, as they lack the expertise in sustainability issues to allow them to be effective, and that sustainability reporting should be carried out by those who know and understand their individual market expectations. In essence this point argues, if it isn’t broken, don’t fix it.
Regulation hinders innovation.
It has been long believed by many, that enforcing regulations kills innovation within organisations. Although as a rule, regulations are drawn up to protect our rights, welfare, and safety, we increasingly see regulations whose ‘sole purpose seems to be to protect an incumbent business against challengers or competitors’ (Forbes 2013). Some spectators argue that these kinds of arbitrary regulations are forced upon new businesses to prevent them finding success alongside established organisations in the same industry. These regulations do not allow organisations and markets to adapt and evolve in line with the continuous change of consumer demands. As sustainability and ESG reporting becomes more important to wide range of stakeholders, industry leaders believe that adding mandatory regulations to sustainability reporting will in fact have the opposite effect and creating difficulties for organisations when assessing their sustainability value.
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In studying the debate surrounding mandatory sustainability reporting, I have found some compelling arguments both for and against the proposition. I agree that sustainability and ESG focused reporting should be mandatory, with a form of standardisation across all markets, making comparisons between organisations easier. It is widely agreed that the topics highlighted by environmental, social and governance factors are increasingly important, on both sides of the debate. I would agree that as we look to the future, the ability to analyse an organisations sustainability value will become more necessary and that having the right metrics in place, backed by legislation, will allow for a greater understanding of what is expected from organisations. The urgency to tackle pressing global issues such as climate change, inequality and a rapidly growing population are becoming more prevalent, and as the social mood leans toward support for responsible businesses and shunning those deemed irresponsible, it is clear organisations must prove they are committed to change. Mandatory reporting would remove the risk of complacency on these issues by organisations. I would also agree that the FASB and IASB, although exceptional at financial reporting, would not be suitable candidates for this job. This is because they are financially focused bodies, and while sustainability has value, to much focus on revenue may take away from the importance and relevance of measuring sustainability in the first place. On the other hand, the SASB, while setting initial standards for sustainability reporting, are too broad in their framework, which could lead to important information being missed. Having said that, a recent article by Carlos Tornero (2020) highlights how ‘SASB and the International Integrated Reporting Council (IIRC), plan to merge in mid-2021 to create the Value Reporting Foundation.’ And that other organisations are following them, paving the way for a new organisation that can specialise in ESG and sustainability reporting that will benefit all stakeholders. 
[bookmark: _Toc61301435]Conclusions
When considering John Mackey’s viewpoint, that ‘Business social responsibility should not be coerced; it is a voluntary decision that the entrepreneurial leadership of every company must make on its own.’ I initially found myself torn in agreement. I think about my personal feelings toward ESG and CSR, as someone with a very green thinking mind, and who believes in equality and transparency in business, I find myself wanting to agree with John. Companies should be left to it, and they will be the making of their own demise if social attitudes toward them become negative due to a lack of ESG responsibility. But this is also an emotional response that naively expects most consumers to share my opinions and shun anyone who does not. When putting it into context within the discussion surrounding mandating and standardising sustainability reporting, I think pragmatically about its implications. It is no secret that the world as we know it is changing at an alarming rate, calls for big business to act in the global effort to protect our planet, respect our rights, and make a change for better, are getting louder. But can we really expect change in such steadfast processes if we do not give it a gentle push. In conclusion I believe that ESG and sustainability reporting should be mandatory, to ensure that organisations are doing everything they can to be a responsible business, leaving no room for complacency. This could be achieved by creating a new, legislation backed, governing body, that combines the knowledge of current sustainability experts such as SASB with input from a younger generation of industry leaders that may be more socially informed. 
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