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Introduction.
The aim of the essay is to critically analyse the following statement:
“Business social responsibility should not be coerced; it is a voluntary decision that the    entrepreneurial leadership of every company must make on its own” (Mackey, 2005). Furthermore, the essay will draw upon relevant theories on business ethics to determine whether corporate social responsibility reporting should be a voluntary choice or a mandatory obligation. 

An article published by Investopedia defines corporate social responsibility (CSR) as "a self-regulating business model that helps a company be socially accountable to itself, its stakeholders, and the public" (Investopedia, 2022). Similarly, business ethics refers to moral principles influencing how businesses engage with various stakeholder groups (Corporate Finance Institute, 2022). 

Additionally, business ethics is an example of applied ethics and relates to applying ethical values when conducting business activities (Institute of Business Ethics, n/a). Twin (2022) states that business ethics is a broad topic that encompasses several issues, such as (CSR), corporate governance, business practices, and workplace practices. Moreover, Nuseir and Ghandour (2019) suggest that some ethical issues are guided by law, whilst others are voluntary measures implemented by businesses. 

An article published by Investopedia defines a business as “an enterprising entity engaged in commercial, industrial, or professional activities” (Investopedia, 2022). Furthermore, Weiss (2013) states that the purpose of a business is to provide products and services to customers in exchange for money. However, an article published by the World Economic Forum (2014) states that the role of business has evolved, and consumers are increasingly aware of the environmental damage caused by business activities. 

Research conducted by Censuswide gathered responses from 2,000 respondents in the United Kingdom (UK) to understand consumers’ views on sustainability and climate change. The findings show that 66% of respondents believe that businesses should act immediately to combat climate change and reduce their environmental impact (Wrap, 2021). Mayer (2020) supports this viewpoint and argues that businesses have a social responsibility to implement practices that help society combat some of the world's biggest challenges, such as climate change.

However, Freidman (1970) opposes this viewpoint and argues that a business's primary purpose is to maximise profits for its shareholders. Furthermore, Friedman (1970) suggests that the only social responsibility of a business is to operate within the parameters of the law and deliver financial returns to its shareholders. Interestingly, Kaplan (2022) supports Friedmans' viewpoint and states that maximising profits for shareholders is an effective system for generating wealth and delivering value to various stakeholders such as employees, customers, and suppliers. 











Main body.

Arguments for mandatory (CSR) policy.

Climate crisis.
The first argument in favour of mandatory (CSR) policy is that climate change poses several threats to society, and businesses have a responsibility to help reduce the risks posed by climate change (Zurich, 2021). According to data published by Statista (2019), approximately 35% of global greenhouse gas emissions can be directedly attributed to 20 organisations. Additionally, data published by the Office for National Statistics (2021) shows that in 2020, (UK) businesses accounted for 18% of all greenhouse gas emissions in the (UK). The findings show that business operations significantly contribute to global greenhouse gas emissions.

In 2015, 194 parties signed the Paris Agreement, which is an international treaty to combat climate change and reduce global greenhouse gas emissions. Furthermore, the primary goal of the Paris Agreement is to limit the increase of the average global temperature to 1.5º Celsius (United Nations, 2021). According to an article published by Scientific American (2021), global greenhouse gas emissions need to be reduced by at least 45% by 2030 to keep the average global temperature below 1.5º Celsius, highlighting the urgency required to achieve the goal.

In 2013 the (UK) Government passed a legislative bill requiring publicly listed businesses to report on their annual greenhouse gas emissions (Gov.UK, 2019). Furthermore, Downar et al., (2021) conducted research analysing the impact of the regulations on (UK) businesses. The findings show that businesses impacted by the regulations reduced their greenhouse gas emissions by 8% after the policy was introduced. The evidence suggests that mandatory environmental regulations help to reduce greenhouse gas emissions. Therefore, a mandatory (CSR) policy would likely further reduce greenhouse gas emissions and help businesses reduce their environmental impact. 

Strengthen brand image.
The second argument in favour of mandatory (CSR) policy is that it can help businesses strengthen their brand image and attract new customers. In 2021, Havas Group published a report to understand consumers' perceptions of different brands across various sectors. The report gathered responses from 395,000 consumers across 30 countries worldwide and identified several important trends. 

The report revealed that 73% of consumers seek brands that benefit society and the environment. However, the report shows that 71% of consumers believe that brands do not deliver on their (CSR) commitments (Havas Group, 2021). Additionally, the report reveals that only 34% of consumers believe businesses are transparent about their (CSR) commitments (Havas Group, 2021). The findings show that the majority of respondents do not perceive businesses’ (CSR) strategies positively.

Kilfoyle (2022) argues that a mandatory (CSR) policy would increase transparency between businesses and consumers. Furthermore, the author states that mandatory (CSR) reporting would hold businesses accountable and encourage business leaders to implement sustainable initiatives. Maheshwari and Kumar (2014) support this viewpoint and state that (CSR) can positively impact brand loyalty. 

For example, the home furniture business IKEA has an extensive (CSR) strategy and has implemented several (CSR) initiatives. For instance, IKEA has created a framework called 'IWAY', which is a code of conduct for its suppliers. Moreover, IKEA's code of conduct outlines several expectations for its suppliers and is focussed on creating a sustainable and ethical supply chain (IKEA, n/a). 

Additionally, Statista (2022) gathered responses from 988 respondents in the (UK) to gain valuable insights into IKEA’s brand image. The data shows that 61% of respondents said they like the brand, which suggests that IKEA’s (CSR) strategy has strengthened its brand image. Therefore, a mandatory (CSR) policy would likely help businesses strengthen their brand image and build strong customer loyalty. 

Supports the Sustainable Development Goals (SDGs).
The third argument in favour of mandatory (CSR) policy is that it provides a legal framework that contributes to the (SDGs). In 2015, the United Nations developed the (SDGs) which outline 17 primary objectives to help countries achieve social, environmental, and economic sustainability. Furthermore, 191 states have signed a pledge to try and achieve the goals by 2030 (United Nations, n/a). Below is a diagram that illustrates the primary objectives of the (SDGs).
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A report published by the World Bank Group (2020) states that to achieve the (SGDs) by 2030, an estimated $7 trillion in global investment is required annually. Therefore, Clark (2020) states that businesses must play an important role in contributing to the (SDGs) by investing in sustainable initiatives. Bulcke (2017) supports this viewpoint and suggests that businesses have a shared responsibility to work towards the (SDGs) and create long-term value for stakeholders. 

A report published by PricewaterhouseCoopers (PWC) gathered responses from 986 businesses to understand how business leaders engage with the (SDGs). Data from the research shows that only 29% of businesses are setting internal objectives that are aligned with the (SDGs). Additionally, the research shows that only 1% of businesses stated that they had analysed their impact for all 17 (SGDs) (PWC, 2015). 

The findings suggest that businesses have not developed a comprehensive framework to effectively address the (SDGs). Therefore, Agarwal et al., (2017) argue that mandatory (CSR) policy would encourage businesses to adopt a holistic approach when addressing the (SDGs). Furthermore, mandatory (CSR) would provide a legislative framework that enables governments to hold businesses accountable and pursue legal action against businesses that do not comply with the regulations. 



Arguments against mandatory (CSR) policy.

Impact on innovation.
The first argument against mandatory (CSR) policy is that it may have unintended consequences on (CSR) spending and have a negative impact on innovation (Welford, 2015). For example, in 2014, the Government of India passed a legislative bill that requires businesses with annual profits exceeding $600,000 to spend at least 2% of their annual earnings on (CSR) initiatives (Columbia Business School, 2022). 

However, research conducted by Rajgopal and Tantri (2022) analysed the (CSR) spending of 16,251 businesses before and after the regulations were introduced. The findings show that overall, the (CSR) spending among the selected businesses was reduced by 29.72%. Rajgopal and Tantri (2022) suggest that (CSR) spending declined because some businesses reduced their spending to match the minimum requirement of 2% per annum.

Furthermore, Al-Neama (2019) suggests that mandatory (CSR) regulations may encourage businesses to view (CSR) as a tick-box exercise as opposed to implementing practices that have a meaningful social impact. Research conducted by EcoOnline gathered responses from 124 businesses to understand employees' views toward environmental, social, and governance (ESG) reporting. The findings show that 50% of respondents regard (ESG) reporting as a box-ticking exercise (EcoOnline, 2022). 

Therefore, a mandatory (CSR) policy may increase the number of businesses that view (CSR) as a box-ticking activity. Moreover, Goyder (2016) states that viewing (CSR) as a form of compliance does not result in meaningful change and instead creates (CSR) programmes that do fundamentally change how businesses operate. Additionally, Goyder (2016) states that (CSR) should be purpose-driven and that businesses should implement voluntary (CSR) initiatives that align with their core values and beliefs. 

Consumers choice. 
The second argument against mandatory (CSR) policy is that consumers can make their own ethical choices and decide which businesses to engage with based on their ethical principles. Furthermore, customers' attitudes toward sustainability have drastically changed, and their purchasing habits have evolved. Therefore, a mandatory (CSR) policy is unnecessary because consumers can advocate for change through their purchasing habits (Close, 2021).

Research conducted by Zeno Group gathered responses from 8,000 consumers to understand what factors influence their purchasing habits. The findings show that 94% of respondents believe businesses should have a strong purpose. Additionally, 83% of respondents believe businesses should only earn a profit if their operations positively impact society (Zeno Group, 2020). 

Eitelwein and Paquet (2021) state that changes in consumer behaviour have forced businesses to adapt their business models and implement (CSR) initiatives. Research conducted by KPMG gathered responses from 5,800 businesses across 58 countries to analyse key trends regarding sustainability reporting. The findings show that 79% of respondents said they engage in sustainability reporting (KPMG, 2022). 

Furthermore, research conducted by Accenture and the United Nations Global Compact (2021) gathered responses from 1,230 business leaders across 113 countries. Findings from the study show that 81% of respondents are actively developing sustainable products and services. Data from both studies show that organisations have responded to changes in the business environment and are implementing sustainable practices. 

Additionally, Japhet et al., (2015) state that some businesses use voluntary (CSR) reporting as a marketing tool to improve their brand image. For example, B Lab is an independent organisation that measures an organisation's (CSR) performance. Furthermore, organisations that pass B Lab’s (CSR) assessment are certified by B Lab and are recognised as B Corporation businesses (B Lab, n/a). However, a mandatory (CSR) policy may disincentivise businesses to make significant changes to their business operations, as (CSR) would no longer be perceived as a competitive advantage (Dave, 2017).

Increase in business costs and reduction in profitability.
The third argument against mandatory (CSR) policy is that it increases business costs and has a negative impact on profitability (Henderson, 2001). An article published by the Harvard Business Review (2018) states that businesses listed on the Fortune Global 500 rankings spend an estimated $20 billion on (CSR) initiatives annually. Furthermore, research conducted by Bhandari and Javakhadze (2017) analysed 15,670 businesses to assess the impact of (CSR) on capital allocation. 

The findings show that (CSR) initiatives are resource intensive, and this has an impact on alternative investment opportunities. Additionally, the authors suggest that allocating significant resources to (CSR) programmes may impact profitability and result in less financial returns for shareholders. Also, Pai (2019) states that investing in (CSR) initiatives at the expense of shareholder returns contradicts the primary responsibility of a business, which is to generate profits for its shareholders.

Furthermore, Kageyama (2017) states that (CSR) presents several challenges for small to medium-sized enterprises (SMEs). Kielmas (2019) supports this viewpoint and suggests that (SMEs) do not have the same resources as large organisations. Research conducted by Lu (2010) gathered responses from two (SMEs) located in Sweden to understand their perceptions of (CSR). 

The findings reveal that participants believe that a lack of financial resources presents significant challenges in implementing (CSR) initiatives (Yu, 2010). The findings from the research represent a small sample size and are not representative of a whole population. However, the research identifies interesting themes and indicates that mandatory (CSR) may have adverse financial consequences for some (SMEs).

Discussion.
Overall, the evidence suggests that (CSR) should not be mandatory and is more effective when businesses demonstrate leadership and implement voluntary (CSR) initiatives. Firstly, Permana (2019) argues that voluntary (CSR) gives businesses more flexibility and provides business managers with the freedom to decide the most effective approach for practising (CSR). Furthermore, mandatory (CSR) may encourage businesses to adopt a box-ticking strategy to comply with the regulations. Reddy (2019) suggests that box-ticking occurs when businesses comply with regulations but do not implement purpose-driven (CSR).

Secondly, mandatory (CSR) policy appears to have a negative impact on shareholder value (Columbia Business School, 2018). Research conducted by Manchiraju, and Rajgopal (2017) analysed data from 9,921 businesses to determine whether India’s mandatory (CSR) policy had a negative impact on shareholder value. The research shows that, on average, India’s (CSR) mandate caused a decline of 4.1% in the stock price of businesses impacted by the regulations. 

The findings suggest that mandatory (CSR) spending imposes financial burdens on businesses, negatively impacting shareholder value. Alternatively, research conducted by Griffin and Sun (2013) found that, on average voluntary (CSR) disclosures increase businesses' stock price by an average of 2.32% over the first two days of making a public (CSR) announcement. 

Thirdly, mandatory (CSR) is unnecessary in free-market economies because consumers will ultimately decide which businesses to engage with. An article published by Investopedia defines a market economy as "an economic system in which economic decisions and the pricing of goods and services are guided by the interactions of a country's individual citizens and businesses" (Investopedia, 2022). 

Furthermore, Brown (2021) states that a market economy enables consumers to influence the business environment through their purchasing habits. Therefore, as consumers demand more ethical practices, businesses will be forced to respond to these demands to remain competitive. 

Conclusion.
In conclusion, the essay has presented the arguments for and against mandatory (CSR) policy. Firstly, the essay discussed some of the key arguments in favour of mandatory (CSR). As stated, a compelling argument for mandatory (CSR) is that climate change poses several threats to society. Furthermore, the United Nations has signed a pledge to achieve the (SDGs) by 2030. Therefore, mandatory (CSR) supports the (SDGs) and helps to 
combat climate change. 

However, an interesting argument against mandatory (CSR) is that it may encourage businesses to treat (CSR) as a form of compliance. Furthermore, this may result in businesses implementing (CSR) that does not have a meaningful social impact. Additionally, mandatory (CSR) may negatively impact shareholder value and reduce the profitability of some businesses. Overall, the evidence suggests that Mackey's viewpoint is correct and (CSR) is a leadership choice and should not be coerced.
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