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Introduction

Corporate Social Responsibility (CSR) is a relatively new phenomenon. However, the idea that businesses should have responsibilities other than making a profit has been around for centuries (Carroll & Shabana, 2010). Due to its ever-changing nature, there is a lack of a unanimous definition; however, according to the United Nations Industrial Development Organisation (UNIDO), CSR is defined as “a management concept whereby companies integrate social and environmental concerns in their business operations and interactions with their stakeholders” (UNIDO, n.d). Beschorner (2012) states that CSR is about how companies make profits and not how they spend them and that it is not enough to set a charitable foundation or donate to charity, as this will not lead to systemic change. 

In the last 30 years, CSR has become more widely accepted; however, previously, this was not the case; in the 1970s, Milton Friedman, a Nobel-Prize-winning economist, released a now world-renowned article titled “A Friedman doctrine - The Social Responsibility of Business Is to Increase Its Profit” (Friedman, 1970). In this article, Friedman (1970) references a deontological position as he states that an organisation's sole obligation is to make money without breaking the law, solely focusing on the legality rather than the consequences of these actions. This created a huge debate, which continues today. 

Main Body 

Anne Simpson, a director at Calper’s, stated, “you cannot manage what you cannot measure; you have to have metrics that matter”, arguing in favour of mandating sustainability reporting (Saïd Business School, University of Oxford, 2018, 4:45). CSR is typically seen as a voluntary initiative, with CSR often legislated in soft law agreements rather than hard law, hard laws are legally binding agreements, soft laws and hard laws are distinguished by obligation, precision, and delegation (Cominetti & Seele, 2016). As Cominetti and Seele (2016) state, it is simply not enough to distinguish between hard and soft laws; there are four hybrid legal statuses, these are soft soft, hard soft, soft hard and hard hard. Soft soft laws are voluntary guidelines with low formalisation that have little to no consequences should they be ignored; this type of law accounted for 67.6% of CSR guidelines. Hard soft laws have high formalisation, and as a result of non-compliance, weak sanctions can be implemented, hard soft laws accounted for 20.6% of CSR guidelines. Soft Hard Laws, which accounted for 2.9 % of CSR guidelines, are mandatory standards that are very vague, have a low formality, and in the case of non-compliance, there are weak sanctions. Hard Hard laws account for 8.8% of CSR legislation, are mandatory with high formalisation and can lead to the implementation of solid sanctions should rules be broken. This means that just 11.7% of current CSR legislation is mandatory (Cominetti & Seele, 2016). 

Current laws are seen as symbolic rather than mandatory due to their vagueness, and lack of punishment should rules be broken (Lin, 2020). Although mandatory legislation has increased, Lin (2020) suggests that this is mainly down to governments acting in their interests rather than responsibly or ethically[image: figure 1]. Lin (2020) also states that political interests play a more significant role in enacting these laws rather than a moral obligation.  (Carroll’s pyramid of CSR, 2016)


Arguments in favour 

Environmental concerns

A key argument in favour of mandatory CSR legislation is because of the climate crisis we are currently facing. According to The Sustainable Development Goals Report (2022), the seven years between 2015 and 2021 recorded the highest temperatures, with temperatures 1.1 degrees Celsius higher than pre-industrial levels, with this figure expected to increase to 1.5 degrees Celsius shortly. Carbon Dioxide levels are at their highest levels ever recorded, sea levels could rise 30 to 60 centimetres by 2100, and a third of land areas are expected to suffer moderate draught by 2100 (United Nations, n.d). In 2015 The 2030 Agenda for Sustainable Development was launched, and at the heart of this is the 17 Sustainable Development Goals (United Nations, n.d). These goals outline the key issues that humanity currently faces and aims to achieve set goals concerning these problems by 2030 (United Nations, n.d).

Over 3 billion people live in areas that could be significantly affected by climate change, with 700 million at risk of being displaced due to drought alone (United Nations, n.d). Businesses need to work collectively to make real change, and leaders of various faith communities are calling on organisations to act morally and responsibly in their best interests and that of humanity (Allen & Craig, 2016). With an estimated 80 million jobs expected to be lost due to rising temperatures by 2030 (United Nations, 2019), the time to act is now. Individual responses to climate change by organisations are insufficient; they need to be part of a collected and coordinated corporate and industry effort; these efforts cannot be short-term as this is ineffective and potentially dangerous (Allen & Craig, 2016), which is why mandatory CSR legislation is required to carry out these long-term collective efforts. As stated by Zurich’s global head of climate resilience services, Amar Rahman, “Companies that identify and act on climate risks now will have a better chance to not only survive but to thrive in a new net-zero world.” (Zurich, 2021). 


Greenwashing 

An argument in favour of making CSR legislation and reporting CSR mandatory is because of Greenwashing; according to Robinson (2022), Greenwashing is “when a company or organisation spends more time and money on marketing themselves as being sustainable than on actually minimising their environmental impact”. Greenwashing has recently become a regularity and is much more sophisticated (Watson, 2016). Businesses engage in greenwashing because a business viewed as ethical is more profitable (Gatti et al., 2019). An investigation by the European Commission (2021) found that of 344 cases, in 59% of cases, the trader had not supplied readily available information to substantiate their claims, and 42% of cases gave reasons to believe that they were false or deceptive. This is a major ethical issue as 33% of UK consumers are willing to pay, on average, a 25% premium for more sustainable products (Simon Kucher & Partners, 2021). 59% of 18-34-year-olds are more likely to buy products from a brand that advertises its sustainability measures, and 62% of consumers think brands need to increase communication regarding the sustainability of their products (The Chartered Institute of Marketing, 2022); this means the appetite to greenwash is more prominent than ever in the pursuit of greater profits. On the other hand, a study found that 49% of marketing professionals fear working on sustainability campaigns in fear of being accused of greenwashing, despite 55% of marketers recognising the importance of sustainability (The Chartered Institute of Marketing, 2022). All of the facts suggest that mandatory CSR reporting is essential. However, organisations must have clear guidelines to avoid fears of accidental greenwashing. 

Community development and engagement 

Another argument favouring mandatory CSR is the benefits it could have on local communities and their development. When firms practice CSR, they build a connection with their local community rather than being seen as an organisation solely focused on profit margins (Masum et al., 2020). This also ensures that organisations and community members live in peace and harmony (Ismail, 2009). Another critical aspect of CSR within the community is the transfer of technology (ToT); ToT is a form of knowledge transfer that enables scientific and technological developments available to the broader society (The Welding Institute, n.d). With CSR and ToT together working in unison, the targeted community will benefit massively, especially with their product development and marketing efforts (Ismail, 2009). This, in turn, will help boost local economies. 

Many multinational corporations own land globally (Ismail, 2009); thus, an obligation to be environmentally responsible will benefit both the environment and local communities. Another way in which CSR can aid community development is through projects within communities; a programme that epitomises this is Marks & Spencer’s Global Community Programme, which operates in 14 countries, impacting over 100,000 people, provides training, raises awareness, develops materials and ideas, and works with local partners to drive change (M&S, n.d). Mandatory CSR policies will lead to more similar initiatives that can only benefit local communities, especially in developing countries. 

Effects on employees

Organisations and their employees also look to benefit from the introduction of mandatory CSR legislation. According to Balon et al. (2022), CSR is linked to having a positive effect on employee commitment, alongside external factors such as improved reputation, market valuations and consumer shopping habits. CSR provides employees with meaning as they feel they are contributing to the greater good (Rosso et al., 2010); this, in turn, makes employees feel better about themselves, which leads to better organisational identification (Grant et al., 2008). CSR also improves intrinsic motivation and provides employees with greater job satisfaction (Glavas & Kelley, 2014). 

71% of workplace professionals would be willing to take a pay cut to work for a company whose values and beliefs align with theirs, and 39% would leave their job if asked to do something they deemed unethical (McQueen, 2018). 87% also state they want pride in the organisation they work for, and one of the key factors is having a positive impact on society (McQueen, 2018). Just over half (61%) of employees are satisfied with their country's contribution to preserving the environment (51% in the UK), and just 21% globally (9% in the UK) of employees are engaged in their work (Gallup, 2022). Glavas (2014) discovered a “positive and significant relationship between employee perceptions of CSR and employee engagement” (P.7). Improved employee engagement also has enormous benefits for the organisation, with business units with engaged workers generating 23% larger profits than units with disengaged workers (Gallup, 2022). However, it was found that if businesses only engage in CSR for their benefit rather than the greater good, then employees will react negatively (Meier & Cassar, 2018). As Porter and Kramer (2006) state, “CSR can be much more than a cost, a constraint, or a charitable deed, it can be a source of opportunity, innovation, and competitive advantage” (p.3). 

Arguments against 

The cost of CSR

Harvey Pitt, former security and exchange commission chair, states that mandatory sustainability reporting will be a real-world problem. Regular people “will pay the cost of that requirement” as new procedures will have to be implemented, standards that currently do not exist will have to be met, and people will have to deal with the liability should they be questioned regarding the information provided (Saïd Business School, University of Oxford, 2018, 33:25). Although being ethical and sustainable is essential it cannot be forced upon businesses, small businesses do not have the funds in order to achieve this. Around $20 billion yearly is spent on CSR activities by Fortune Global Firms (Meier & Cassar, 2018), with the estimated cost reported to meet sustainability standards reaching $425,000 per firm, and these costs will be ongoing with ongoing compliance (Klapper & Beinker, 2017). 

Reporting is outdated

An argument against mandatory reporting CSR is that it is already being done and that this type of reporting has stalled and is less effective than it once was (Leinaweaver, 2015). It is simply not enough to increase the amount of reporting done; the reports need to be conducted in such a way that enables improved decision-making (Leinaweaver, 2015). A study by KPMG (2020) found that in 2020, 96% of the world’s largest 250 companies and 80% of large firms worldwide reported on their sustainability performance; therefore, is there a need to mandate reporting when it is such a common occurrence? Current CSR disclosure evidence shows that although it may obtain more information, the quality remains the same (Hess, 2019); the aim should be to get more transparent and accurate information rather than simply obtaining more information. Evidence also shows that mandatory disclosure regulations rarely meet their original objectives. (Ben-shahar & Schneider, 2011).

Diminishes competitive advantage 

India’s mandate, known as section 135 of the Indian Companies Act of 2013, requires “firms above a specific threshold (defined in terms of net worth, sales, and profits) must spend 2% of their average past three years” profit on CSR activities (Rajgopal & Tantri, 2022, p.8). Rajgopal and Tantri (2022) state that a surprising discovery was made after the mandate was introduced, whereby the mandate reduced companies spending on CSR prior to the mandate's implementation that voluntary high CSR spenders reduced their CSR spending by 33% and invested more resources into advertising. Higher-spending companies reduced their CSR spending to comply with the federal minimum (Rajgopal & Tantri, 2022). A potential reason for this is that prior to the mandate, CSR was to build brand awareness and reputation, highlighting the positive contributions these companies were making; once every company was required to invest in CSR, this differentiation disappeared, removing the competitive advantage, thus, different avenues were taking to highlight advantages in other areas (Rajgopal & Tantri, 2022).

India’s mandate was seen as another form of taxation, coupled with the fact that India already has one of the highest corporate tax rates globally, and this caused great controversy (Karnani, 2013). Those from the left also claim that the mandate is insufficient to solve inequality problems in India (Karnani, 2013). Another example of a CSR mandate is in Mauritius, which “requires all profitable companies to contribute 2% of their preceding year profits towards CSR activities” (Ramdhony, 2018, p.434). This mandate caused significant controversy in Mauritius as the 2% contribution was also seen as a form of taxation by the government and caused a competitive disadvantage to Mauritian companies, with some claiming it would affect their ability to attract Foreign Direct Investment (FDI). In contrast, others say it could benefit these companies by highlighting their engagement with CSR to external investors (Ramdhony, 2018). 

Vagueness of mandates 

Another issue with CSR mandates is their vagueness; as stated by Lin (2020), many CSR laws are hindered due to their ambiguity; for example, mandates in China and Indonesia highlight the need for organisations to undertake CSR, this ambiguity and lack of clarity is a common criticism of CSR laws and also raises questions regarding the enforceability of these laws (Waagstein, 2011; Knowledge at Wharton, 2011). There is also a concern that if these laws are not monitored and assessed effectively, then the laws will become insignificant, which was the case in India whereby, many of the organisations required to abide by the legislation failed to contribute the required sum (Ministry of Corporate Affairs, 2017), which led to a change in the law in 2019 that required unspent funds to be transferred to Prime Minister's National Relief Fund or funds associated with development and welfare (THE COMPANIES (AMENDMENT) ACT, 2019). Alongside this, CSR legislation may be seen as a government initiative to shift their responsibility onto the organisations away from themselves; as Brei and Böhm (2013) state, “CSR campaigns can blur accountability and responsibility between public and private actors” (p.6). 

Conclusion 

CSR plays a vital role in combating the numerous challenges humanity currently faces and will undoubtedly play a crucial role in shaping our future. As previously stated, CSR mandates have both their positives and negatives. There is certainly room for improvement when implementing mandates, as demonstrated in the cases of India and Mauritius. Currently, just 11.7% of current CSR legislation is mandatory, with hard, hard laws accounting for 8.8% of mandatory CSR legislation (Cominetti & Seele, 2016). For CSR legislation to be truly effective, they need to fall under hard hard laws; this will ensure that the rules have high formulation and that the necessary repercussions can be implemented should the rules not be followed (Cominetti & Seele, 2016). CSR should be mandated for the greater good of humanity; however, as demonstrated in India, to have the desired effect, CSR legislation needs to be monitored and assessed correctly, and also need to set clear rules and regulations explicitly to avoid ambiguity (Ministry of Corporate Affairs, 2017). These rules also need to be tailored to the markets in which the organisations operate, their income and overall size. Many people argue that CSR diminishes competitive advantage; however, “CSR can be much more than a cost, a constraint, or a charitable deed, it can be a source of opportunity, innovation, and competitive advantage” (Porter & Kramer, 2006, p.3), thus CSR and its reporting should be made mandatory.  
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