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1.0.    Socially Responsible Business? 

It’s no secret that all business leaders strive on increasing profit margins and cutting costs every year. It’s inevitably what keeps businesses afloat, and by hitting set targets every year, and improving from the previous benchmark, businesses become so streamlined that they eventually have no more improvements to make. These periods in a business’s life span don’t happen to all businesses, but to the percentage of the larger companies that will experience this, they have to find a way of bettering themselves in a non – profit and ethical form. This is where a business would consider their social responsibility.

“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)

Similar to environmental impact, the social impact of a business varies throughout different sectors and is usually dependent on the size and output of the organization. Although a lot of the good work undertaken by companies often go unnoticed, any shortcomings are considered to be catastrophic for the company’s public image. These shortcomings are often manipulated by the press of course. One of the biggest downfalls of leading a larger company is constantly being in the lime – light, with your performance being monitored closely daily by experts. In a Forbes article, (Hahn – Griffiths, 2018) explained how companies are now being more transparent with higher ethical standards met. Stephen is the Chief Reputation Officer at the Institution of Reputation, and since 2011, the RI have published a ‘CR Reptrak’, which is a study of companies with the best corporate responsibility reputations in the world that is reviewed annually. 

The results of the ‘CR Reptrak’ revealed a 1.6-point increase from 2018, just enough to offset the average 1.4-point decline recorded in 2018. Mr. Hahn – Griffiths explained that these changes were not down to the companies changing their habits dramatically, but because of them providing reasons for the public eye to interpretate and hopefully as a result, a chance to demonstrate their positive social and ethical intentions. The importance of the impact caused by businesses and their social responsibility is described by Mr. Hahn – Griffiths as being as important as their financial performance, and the organizations that have done this successfully have undoubtedly positioned themselves to win the heart and minds in the court of public opinion.


1.2.            The History of CSR 

Being socially responsible in business is by far not a thing of recent years. The idea dates back to the nineteenth century in the era of the industrial revolution, which undoubtedly changed and shaped many of the attitudes and habits we first handedly experience in business today. During this period in time, large industrial factories were being built across the world, drawing people in from poverty stricken rural community, for a chance of a better life in the towns and cities. With many factories opening, thousands of jobs were available, and compared to the rural economy, millions of families jumped at the chance of a brighter future in the communities of the uprising factory towns. When many communities and their economies were failing across the country, the factory towns offered housing and other amenities to their loyal workers. This is where the concept of CSR was initially instituted. Unknown to them at the time, this would set a benchmark for future businesses for decades to come. Over the years the public’s expectations fueled by the media has now given us the CSR we have today. 

2.0. Business and the Community

It makes sense that the responsibility of a business is entirely reliant on the size and impact that it may have on social and environmental factors. (Curran and Blackburn, 2001)’s definition on the criteria of what’s considered as a small or large business is down to their assets, turnover, market share, number employed and ownership. From the “Journal of Business and Ethics” by (Lepoutre, J. & Heene, A. 2006), there are various theorists’ views on how a small business may use their output to their advantage, and thus, avoiding their duties of acknowledging their social responsibilities. Although, (Besser & BITC & EMSF) from the European commission believe that having a small business means that the majority if not all of the employees, clientele and stakeholders are members of the same community, meaning a good reputation is of paramount importance to not only the image, but also the success of the business. In addition to this, small businesses are seen as more likely to have a more personal relationship with their stakeholders, meaning they are more likely to engage in practices that are aligned with them. This leaves no margin to be unethical and socially irresponsible, as this will inevitably have a negative impression on the community and potential stakeholders and clients within the area. According to (Hitchens et al, 1995 & Petts et al, 1999), the concept of maintaining a socially responsible status has never occurred to many small business owners and managers. Many feel that due to being a smaller organization and perhaps less often fitting the criteria of a company that may be lacking social responsibility, they believe that their impact on social and environmental factors are negligible. 

2.2.       Does CSR only apply to sizable corporates? 

So, who really needs to be socially responsible? In recent years, the media have played a big part on how businesses are portrayed to the public, and what we see on the news may not always be the full story, but with the power of the media, many businesses are left in the gutter. Different to the social responsibilities of a smaller company, the larger firms are higher – profile, and always in the unwanted eyes of the media. (N.C Smith, 2013), the Professor of Ethics and Social Responsibility for ‘Insead’ believe that the companies are majorly focusing on protecting the relationships that they have worked hard to build, and the reputation with the public and key stakeholders. Being a larger business, it’s subconsciously expected of a big firm to invest in CSR due to being better resourced. On the other hand, if the leaders of a business that is causing great impact on social and environmental factors decided that the business will not behave in a socially (and environmentally) responsible manor, in the eyes of the law, this would be considered legal, but highly unethical! The EU’s widely disseminated definition states clearly that CSR is in fact voluntary and is beyond what is required by law.

“It is a concept whereby companies integrate social and environmental concerns in their business operations and in their interaction with stakeholders on a voluntary basis. It is about enterprises going beyond the minimum legal requirements and obligations stemming from collective agreements in order to address societal needs” (N.C Smith, 2013). 



3.0. Milton Freidman’s views on CSR

In an article published by The New York Times in 1970, American economist Milton Freidman shared his views on CSR to the business audience. Drawing from the article, (Freidman, 1970) divided his outlook into two possible scenarios. The first of Freidman’s ideas is the ‘Law Custom View’. Here he describes a Chief Executive of a business to be an employee of the owners and stakeholders of the business. As an employee, his responsibility should be capped at the wellbeing of his employees within his establishment. In addition to this, the Chief Executive should always try and maintain and when possible increase profit margins to the best of his ability. While following these basic expectations, he should always comply to the rules and guidelines of society, embodied in the outline of the law. 

Secondly, (Freidman, 1970) stated the ‘Deception Fraud View’. This view outlines the company’s engagement in activities that are designed to increase profit while also complying to the rules. With this, the company should engage in open and free competition without the deception of fraud whatsoever. 

 From the extracts above, we can acknowledge Freidman’s devotion to the contrary of reporting Corporate Responsibility. 


4.0. Teleological or Deontological? 

There are legitimate arguments to reporting CSR being of a teleological nature, or in fact deontological, both being supported by historic and current issues in the global business environment. As a basis of the argument, it’s important to review what the law states on CSR and its fundamentals. According to the faculty of law at Oxford University (Oxford Law, 2019), CSR is voluntary going beyond what the law requires from a business to achieve social and environmental objectives. On the other hand, some countries have felt that this should be premediated, and in addition have taken a progressive approach to CSR under corporate law. China, India and Indonesia have all introduced this corporate law to their regulations, and as a result, businesses will now have to comply with laws, administrative regulations, conform to social morality and business ethic. Business leaders must also ensure to act in good faith and hold themselves accountable for public supervision and maintain covenant to social responsibility. 

In a debate by the Oxford MBA, many pressing issues were raised in regard to the reporting of CSR and the impacts it may have. Noted from the debate are 3 speakers consisting of Oxford students and professors. Each of which held great arguments on the topic and spoke passionately of their views, with credible deposition to their argument. 

5.0.  Following the research conducted on the reporting of CSR and taking into account the different views of both sides of the argument, below are four different outlooks on the matter. 

1. For: Profit or not for Profit?

This view is extracted from an Oxford MBA debate video (Oxford MBA, 2016) on the different opinions on reporting corporate social responsibility. The speaker for this first angle was Mr. Allan Morrison (Morrison, A. 2016) which was arguing for reporting corporate social responsibility. In Mr. Morrison’s’ argument, he opened by naming different businesses from various sectors that he’d initially contacted in regard to their CSR. Out of all these businesses, not one of them had mentioned profit in their response. In contrast, after phoning the bank manager and asking about their CSR, the bank manager mentioned profit without hesitation. One quote that I found advantageous to the speaker’s point was “Business organizations are tools that stakeholders use to collaborate in useful ways”. He went on to state that no business should be any more socially responsible than any other abstract noun. 

In addition to this, as a leader or manager of a business, their responsibility lies solely to the usefulness of their actions to bring people together, to collaborate and to achieve a desired outcome… not just to make profit. Mr. Morrison added, “The law cannot pin down what is allowable”, meaning as self - aware humans, we should know ourselves what is expected of us as people. 

2. Against: Profit Motive and the Common Good

This second outlook is also from the Oxford Debate video (Oxford MBA, 2016). Contrary to the first respectable view, this is speaking against the reposting of corporate social responsibility and is by Professor Oran Cissmun (Cissmun, O. 2016). Cissmun’s main point was based around a company’s profit motive, and how with some companies it may not be aligned with the common good I.e mining companies, high pollution rate companies or companies that exploit the poor. He felt that this resulted in two possibilities. The first would be to ask a company to switch off their profit motive and to realise that it has little to o positive contribution to the common good. The second was surrounding the Freidman’s approach, which according to Professor Cissmun “would never work”. The furtherance to his argument was that “profit is in the DNA of the capitalist firm; this is how they function”

A very valid point made by Cissmun was on taxation of these companies. For example, the larger companies that are having a greater impact of social and environmental factors should be regulated, and potentially as a result of this, stricter laws and an increase in taxes would be brought upon them when venturing outside the guidelines. This would inevitably affect their profit motive. These regulations could also be put on banking firms that lend excess money to businesses, potentially resulting in another financial crisis. 

3. For: The 3 steps of CSR

Most companies have long practiced CSR and are always trying to contribute to the well – beings of their surrounding communities. In an article by (V, K Rangan, 2015) in the Harvard Business Review, it’s stated that businesses felt an increase in pressure in terms of their CSR. According to them, larger businesses now see CSR as a form of discipline which is a form of distraction from the reality of CSR – which is to align a company’s social and environmental activities with its business purpose and values. 

To aid their argument, HBR conducted numerous interviews with various business leaders.  The results showed that the majority of companies practice a multifaceted version of CSR that performs philanthropy to environmental sustainability to the active pursuit of shared value.

For a business to perform CSR effectively, and to maximize their social and environmental impact, they should consider strategies to do so. These strategies should be the responsibility of the leaders and CEOs of the company. HBR’s strategies is divided into three main steps:   

1. Focusing on Philanthropy 
2. Improving operational effectiveness 
3. Transforming the business model


4. Against: The Only One Responsibility of a Business

This final view once again is an extract of the (Oxford MBA, 2016). This view was put across by Oxford student Cecilia Varenmonten (Varenmonten, C. 2016). She believed that any business or for - profit organization’s only responsibility is to in fact turn over profit. The term ‘social’ in her view is actually only associated to the stakeholders that are involved with the company, therefor the phrase ‘social responsibility’ is to be responsible for the internal stakeholders of the company, as they assist the increase of profit margins and investment. In addition to this, a business’ responsibility stops at this, and the societal inequality we find throughout the external society is irrelevant to a business, as it does not include any relevance to the internal profit of said business. 

The responsibility of the societal affairs lies solely on Governments. This leaves a clear understanding between both business owners and Government persons on their duties and responsibilities for the surrounding topic, leaving each person liable for any mishaps. 


6.0. Discussion

Included in the report have been various views, outlooks and theories on whether a leader of a business should partake in the reporting of social responsibility in opposed to societal issues being left in the hands of our Government. All businesses aim to make a profit, regardless of their size. But should a larger firm feel more obliged to act socially responsible than their smaller counterparts. From the evidence gathered in figure 1.0, both businesses should be held responsible, but as stated, a larger establishment may feel pressured into behaving more ethically due to the light of the media. In contrast, as mentioned by (Lepoutre, J. & Heene, A. 2006), regardless the size of the company, their morals should still be held the same, and everyone should do their part to better their impact on society. Eventually, the argument boils down to legality factors, and whether it’s legal or not to be socially irresponsible or not? From the evidence given by (Oxford Law, 2019), there are no legal factors restraining a business for behaving unethically, but this could result in losing loyalty towards their business as well as key stakeholders. 

Taking this evidence into consideration, as well as the evidence given in figure 5.0, my perspective on the issue has been balanced towards the opinion that CSR should be reported by all businesses. The extent of the responsibility should lie on the output and impact of the business on society and the community. As seen in the third outlook in figure 5.0 by (V, K Rangan, 2015), there should be a strategy in place for leaders to follow when practicing CSR. This should not be made into a legal matter, but a guideline to follow would defiantly assist business leaders and managers to run businesses in a socially responsible and ethical way. 

Additionally, Professor Cissmun’s theory on regulating companies who don’t follow guidelines and practice CSR is also appealing. Increasing tax on companies who are only focused on their profit motive can be seen as a positive outcome for both the society and the economy. 
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