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[bookmark: _Hlk54113617]‘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   
  
 1.0 Executive Summary 
In part this is a view given by John Mackey in response to an article 35 years ago by Milton Friedman in the New York Times Magazine which essentially said “The Social Responsibility of Business is to increase its Profits,” and he had no time for Capitalists who preached business was not just about profit but also about social, employment, environmental and other business “flavours of the day” rhetoric. 
Basically, there are two arguments for business of pure profit versus contribution to the community. 
This assignment shall attempt to show that the truth lays somewhere between and will depend on many elements such as the nature and sector of the business; its leadership and vision; its stakeholders; its key drivers,; place in society; position in the market and even global location. 
Entrepreneurs and Philanthropists may choose to donate significantly to Society, whereas others, such as heavily regulated businesses, are measured and rewarded (directly and indirectly) via fulfilling Corporate and Social Responsibility (CSR) and having a driver of sustainability. 
Some heavily regulated businesses have less flexibility whilst entrepreneur-controlled businesses may take more risk and be more creative. 
 

2.0 Purpose of Business and the why Businesses can be so different 
Of course, most businesses have employees however some may make efficiencies by reducing the number of employees in favour of, say, technology, whilst others may maximise the number of employees all be it on a much lower pay scale because of population issues. So, for example a water company in the UK may only employ 6 staff to run a highly automated city water treatment works, whereas in China or India a typical city water treatment works may employ up to 700 staff. This is because even though they are technologically advanced, they have a huge population to keep in employment ( -aiding a healthier economy).
The nature and driver of business will also be different whether it be an automobile manufacturer; food production; logistics company; Charitable and non-profit making businesses; health trust; utility business; local authority; banking and finance; transport (etc) sectors. 
However, all businesses have stakeholders on which they rely, and naturally these stakeholders have an effect on the success and future of the business. They may be shareholders, customers, employees, regulators, trade bodies.... 
 
Many companies operate on tight margins, meet regulatory requirements and have good satisfaction measures so need to find ways of standing out from their competitors. Quite a few years ago for some time Corporate Social Responsibility(CSR) fulfilled this need, and many companies included CSR activity and measures on their website/s and in their annual reports. Nevertheless, much of the activity at that time either failed to materialise or give significant benefit to the business other than getting them into a league table; it was a box ticking exercise. For example, some large retailers publicised they had installed rainwater harvesting systems to their super stores whereas in reality most didn't work or had a payback of more than 10 years. In some cases customer and employee satisfaction measures were not arrived at through valid sampling methods. 
Many companies went a step further by being active in community support. For example Business in the Community(BiC) and Business in the Environment(BiE) whereby they gave significant employee time and donations to community projects. This provided Qudos to Company Board Members as very Senior Members of the Business Community and Celebrities and even Royalty were involved. Once again there were published league tables by set criteria for BiC and BiE. 
Things are now different, and most companies take CSR activity more seriously. 
Corporate Social Responsibility (CSR) can be looked on as a business self-regulation that aims to contribute to societal goals of a philanthropic, activist or charitable nature by engaging in or supporting volunteering or ethically oriented practices. 
In more recent years Business Sustainability has fit the gap better between doing the right thing as well as protecting the planet and becoming more profitable. It sustains the longevity of a Company as well as enabling unlimited reuse of resources. 
For example one of the UK's largest Power Stations, ‘Drax Power Station’ converted from fossil fuel to using wood pellets, initially because of massive government incentives. Furthermore, it was heavily beneficial for the environment with the demise of coal as a resource. The hurdle was the vast amount of wood which was required meaning importing by sea through the Humber Estuary and by rail from the Tyne to Selby. To maximise profit, become sustainable and gain massive publicity Drax procured its own renewable forests in America. Though once a Company publicises they are being sustainable they need to be honest – as, a television documentary some years ago actually caught on film the fact that Drax were using more than the sustainable quota from their forest sources. 
Presently, we see Councils all over the country installing waste to energy plants where domestic waste is converted to energy by incineration. Again, this only becomes effective and efficient with appropriate research being conducted on the nature of the waste, how it is to be separated out and then the appropriate technology and processes to burn the waste. Some Councils get this right but others don’t which will result in negative publicity regarding impact on the environment. 
Water Companies dry out sewage sludge into pellets for ‘fertilizer.' 
Sheffield has one of the first domestic waste-to-energy plants which provides piped heat to much of the city. 
In addition, food retailers work in partnership with water companies to combine out of date food with sewage sludge which is co-digested in enclosed vessels or tanks to give off methane and in turn energy. 
HSBC research says that Companies anticipate direct commercial benefits from embracing sustainability if done correctly. Many of the companies researched expected a boost in sales of between 5% and 10%. Larger companies expect the greatest increases, as do companies in South America, the Middle East and North Africa. Many are adopting UN Sustainable Development Goals Framework targets for reducing water use, reducing carbon footprint, zero emissions, reduction in energy use and recycling of materials. 
External pressures for sustainability are growing, for example consumers are demanding this with the automotive and construction sectors, government on agricultural, oil and mining sectors. Three out of four companies have set sustainability targets. The top 3 Companies voted the best corporate (CSR) Reputation in 2020 practice were: 
1.Lego 
2.The Walt Disney Company 
3.Rolex 
These are not necessarily the ones doing the best job, but the ones engaging their stakeholders and sharing with them their positive practices which ultimately drives the public and therefore customer perception. Interestingly, Rolex dropped from first to third place last year (2020), and one of the criticisms deduced was that it was difficult to find its reporting, as it wasn’t on their main website. 
Lego has 12 responsible business principles - it audits its suppliers on performance against these principles. 


3.0 Reporting 
Clearly there are arguments for and against reporting and generally sustainability reporting is optional. 3.1 below outlines the reasons for reporting and whether it should be voluntary or mandatory. 
Section 3.2 elaborates on the reasons for not reporting.

 
3.1 For Voluntary or Mandatory Reporting 
3.1.1 Corporate or Legal Requirement (Mandatory) 
A company may be corporately required to report social and sustainable activity, for example where targets and measures are set out in Business Plans they will need to be reported against in the Annual Report. A Business may legally be required to report  activity where they are heavily regulated, for example most UK Utilities have customer and employee satisfaction measures which feed into an index which in turn directly influences the Regulator in allowing the Utility to benefit financially. In addition, the main Water Industry Regulator, ‘Ofwat’, has league tables for everything including CSR and Sustainability measures, and being the top gives financial advantage as well not being under the spotlight of the Regulator for other issues. 


3.1.2 Brand (Voluntary) 
Companies owned by the world’s richest individuals such as Virgin, Amazon, Tesla and Microsoft use their owners as part of their Brand and nothing makes a Brand stronger than philanthropy, contributions to the community and sustainability.




3.1.3 Competitive Edge (Mandatory) 
Where you have competitors in a very competitive market, specially where margins are small and a customer has choice, reporting and having a great community reputation can influence at the customer at the point of purchase. Moreover, where the business is part of a supply chain it will favour them as a supplier particularly on issues of the environment, carbon footprint and the sustainability of resources used. 


3.1.4 Improved Processes and Cost Reduction (Mandatory) 
Reporting allows companies to establish their activities in the environment on society and on the economy. Through detailed data gathering they have the opportunity to improve their operations, and condense costs for example by reducing emissions, waste minimisation and reduced carbon footprint. 


3.1.5 Trust (Voluntary) 
It is vital to maintain trust of some stakeholders through accurate reporting and giving transparency between businesses and stakeholders. By asking customers and investors suggestions it reduces reputational risk. Furthermore, sustainability reporting also maintains brand image. 


3.1.6 Enhanced Decision Making and Strategies for Improvement (Mandatory) 
Sustainability and CSR can act as a means of innovation and attaining a competitive edge as well as looking at risks and combatting them. This can lead to new activities and new markets as well as attract investment. A sustainability Report combined with a strengths and weaknesses analysis can lead to a greater vision. 


3.1.7 Balanced Scorecard (Mandatory) 
A company’s business plan should have targets linked to all aspects of the business, so as well as the key financials, also the procedures below should not only be measured as a target against actuals in the business plan, but also monthly for monitoring purposes. This balanced scorecard will form the basis for improvement and actions required. 
· customer and employee satisfaction 
· reduction in carbon footprint 
· improvement in employee policies and satisfaction 
· charitable giving  
· volunteering in the community 
· corporate actions that benefit the environment 
· socially and environmentally conscious investments 
· supplier audits 
· minimising emissions 
· waste minimisation 
· diversity 

 
3.2 Against Reporting 
3.2.1 Cost/Benefit 
It may be the case that, where there is a significant cost of meeting sustainability requirements, the business cannot afford it so would not want to report this fact. 
Moreover, the subseqent costs for CSR can more easily be borne by the largest companies who can afford a budget for CSR Reporting, however this isn’t always possible for the smaller companies. Many small companies will be limited to activities such as donating to food banks, reduction of carbon footprint or improved labour policies; but once in place year on year improvements are marginal. 



3.2.2 Reputational and Brand Damage 
To reiterate the above, in the case of Drax not quite being seen to be meeting their sustainability measures with wood sources and also the Tesco example with rainwater harvesting to their mega stores, it could be inferred that if you can’t achieve it don’t report it. 
There are certain limitations regarding the measurement/s of CSR and Sustainability that make them challenging to measure and quantify. Many companies are closely evaluated by environmental groups as well as regulators and competitors so the proof of accuracy often dissuades from reporting. 


3.2.3 The Challenge of Improvement 
Unfortunately, once a report is produced there is an expectation from stakeholders of continuous improvement and league table improvement. Competitors will also be improving so to maintain stakeholder expectation is difficult. Whilst unavoidable with mandatory reporting one off incidents can also be very damaging with ripple effects. 


3.2.4 Possible Shareholder Objections 
Some shareholders of the ‘old school’ see only (Income – Expenditure) = (Gross Profit) and don’t have an eye for the long game or the future as they want profits today and without risk. However, if they vote with their feet by selling their stock there will be many visionary investors to replace them. 
 

4.0 Discussion 
It may be argued that the duty of a Company is towards its shareholders as they are the owners of the business and so the Company should not expend money or assets which do not belong to it. 
However, this will not apply if it can be proved that an expenditure towards CSR and Sustainability gives a direct benefit to the bottom line in respect of Regulator financial benefits or customer choice or even reduction in overall costs. Clearly this is where measurement and cost analysis and reporting are so important. 
The modern day view is that it makes good business sense to look after your customers, train and develop your employees to retain them, build long term relationships with suppliers specially if the supply chain becomes limited as we are now seeing with the supply of equipment and vaccine with the Covid Virus. 
Sometimes putting customers first helps to maximise profit and the investors are not the only people that matter. Owners and leaders who run a company have the right to define the purpose of the business and many thousands choose to add value for all stakeholders where possible. 
The most successful companies such as Virgin, Amazon, Tesla, Microsoft, SpaceX have visionary leaders who are prepared to take the risk and invest time and money in all their stakeholders. 
Clearly there needs to be an appropriate strategy and business plan adopted and tailored to the company with detailed and meaningful reporting which enables the company to develop and prosper and meet the expectations of all shareholders. 


5.0 Conclusion  
All in all, an excellent example of Elon Musk who, at the time of writing this report is now the richest man in the world. Born in South Africa, at a young age he decided he would create businesses in areas that would be of most benefit to humanity in the future. These would be the World Wide Web, Clean Energy and Space Travel. At 26 he sold his first company Zip2 for 300 million dollars. Subsequently, he then cofounded Paypal which he  sold for 1.5 billion dollars. 
Elon Musk then took a huge risk by investing almost all of his money into 2 businesses - Tesla Motors (innovative cars fuelled by clean energy), and SpaceX which delivers satellites to space with a long-term goal of getting humans to Mars. 
Both businesses almost went bankrupt yet bounced back in 2021 to make him the richest man in the world. There is no doubt his strategy encompassed high risk, huge goals, hard relentless work, being different and passionate. Yet, he also realised he needed to produce the highest quality product which would benefit humanity and the environment and be fit and sustainable for the future when his competitors’ products (petrol and diesel vehicles) will have become obsolete. 
Business Law author Henry Cheeseman identifies the four theories of social responsibility as: a) maximising profits, b) moral minimum, c) stakeholder interest, and d) corporate citizenship. In order to comply with social responsibility standards he says all requirements must be met 
Ultimately the responsibility of every business is to make all stakeholders happy whilst being a good member of society and a protector of the environment for the security of mankind in the future. 
It can be seen that strong Corporate and Social Responsibility combined with sustainability built into business plans and business processes if managed and reported properly and effectively can enhance the Brand, increase Profit, benefit the workforce and employee retention at the same time as maximising shareholder value, build long term relationships with its suppliers, be part of the community and provide a significant competitive edge. 
It could be inferred that business’ social responsibility and corporate philanthropy is, and should be, an integral part of all companies’ plans. It’s monumentally healthy for business, and works for the long-term benefit of all stakeholders and investors included. 
Being socially responsible means that people and organisations should behave ethically and with sensitivity towards social, cultural and economic and environmental issues. 
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