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[bookmark: _Toc509980397]1.0 Introduction
[bookmark: _Toc509980398]1.1 Water sector overview
In England and Wales, more than 50 million household consumers receive quality water, sanitation and drainage services every day. 32 private companies provide these services in the UK.  
In 1989, the water and sewerage industry was privatized; a regulatory framework has been established to ensure that consumers receive high-standard services at a fair price. The framework allows these companies to invest more than 130 billion pounds in the maintenance and improvement of assets and services. (Ofwat, 2018)
[bookmark: _Toc509980399]1.2 Objectives
Objectives of the report are:
· Evaluate the application of the CSR in terms of Carroll’s pyramid. 
· Discuss water supply, usable water predict sustainability will exceed supply.
· Analysis the role of government in the provision of water
[bookmark: _Toc509980400]2.0 Main body
[bookmark: _Toc509980401]2.1 The definition of CSR
The definition of corporate social responsibility is that:
“Corporate social responsibility is a form of corporate self-regulation integrated into a business model. CSR policy functions as a self-regulatory mechanism whereby a business monitors and ensures its active compliance with the spirit of the law, ethical standards and national or international norms.” (Rasche, 2017)
[bookmark: _Toc509980402]2.1.1 Freeman vs. Friedman
"The purpose of the organization is to be responsible for themselves and the shareholders, and only in this way, can the enterprise contribute to the wealth of itself and the society as a whole.” (Freeman, 2008) Managers of organizations are not only responsible for the shareholders of the company, but for individuals and constituencies that contribute to the company's wealth, capabilities and activities. It is the responsibility of the company to ensure that the rights of the stakeholders are not humiliated and make decisions for the interests of the stakeholders. (Freeman, 2008). In other words, the organization must also operate by fulfilling corporate social responsibility as a corporate social responsibility activity in a more socially responsible manner. 
Freedman believes that the financial system that enterprises operate is under the protection of limited liability, which makes these organizations privatization of their profits (Freedman, 1970). Freedman also suggested that, according to his statement, shareholders' theory can only increase profits in social responsibility. But on the other hand, Edward Freeman's shareholder theory fully supports shareholder theory, which assumes social responsibility for the society and maximizes profits for shareholders in the company and society.

Welsh water is a company owned by Glas Cymru which is a single purpose company without shareholders and operates only for the interests of the customers.
The business model of Glas Cymru is focus on reducing the cost of asset financing for Welsh's water, which is the largest single cost of the water industry. Under the ownership of Glas Cymru, the assets and capital investment of Welsh water affairs are funded by bonds and retained earnings. So far, the efficiency of financing is mainly used to establish reserves, so as to make Welsh water and its customers free from any unexpected cost and improve credit quality, so that the financing cost of Welsh water will remain at the lowest possible level in the next few years. (Welsh Water, 2018)
[bookmark: _Toc509980403]2.1.2 Carroll’s pyramid of CSR
“Corporate social responsibility involves the behavior of the company, making it economically profitable, law-abiding, ethical and socially supportive.” (Carroll, 1983)  The different layers in the pyramid can help managers see the different types of obligations society expects from the company.
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Figure 1: Carroll’s pyramid of CSR

Economic Responsibilities: It involves the goods and services needed to produce the society and the business responsibility for the sale of their profits.  
Thames River water is a British privatized water company. In the 2015/2016 financial statements, the annual revenue was £2039.5m. According to 2016/2017 financial statements, their annual revenue was £2060.1m. Therefore, this year's revenue increased £20.6m, in which proved that the Thames Water focus on the increase in their profits for their shareholders to obtain a higher return. (Thames Water, 2017)

Legal Responsibilities:   The legal responsibility of the enterprise requires the enterprise to abide by the law and comply with game rules.  Thames Water is regulated under the Water Industry Act 1991, Thames Water was fined second times in 2006, because the company failed to reduce the government's target of accident in the drinking water supply network, the company is still as high as 894 million liters a day. So, it shows that Thames Water was not complied with the legal. 
In 1991, the water industry act provided a number of responsibilities and regulations to private water enterprises. For example,
· Enterprises must develop and maintain the water supply system in their area of service efficiently and economically
· In addition to the termination of water supply in normal circumstances, the enterprise cannot terminate the water supply for the inability to pay the bill.
· In addition to the right of the Minister of environment to appoint the prosecutor to test the water quality, the local government has the right to know the water quality within the jurisdiction. (Ofwat, 2018)
So, all privatized water companies should obey these regulations.

Ethical Responsibilities: Ethical responsibilities include the general expectations of society for economic and legal expectations. The company’s ethical responsibilities include its broad scope of responsibilities. Ethical responsibility is not necessarily regulated by law, but both the public and the government want moral companies to take responsibility. (Carroll, 1991) Thames Water has 87000 miles of water pipes and sewers, enough to circle the earth three times. It has the largest sewage pipe in the UK -- the Thames Tideway Tunnel. Thames Water built the first factory wastewater recycling plant in Britain, converting waste water into reclaimed water, used for plant irrigation and flushing toilets. The power generated by sewage sludge power generation is enough to meet the electricity demand of 150 thousand population cities like Oxford. Thames Water not only provides people with high quality water, but also makes use of waste. This means that the company has performed ethical responsibility.

Philanthropic Responsibilities: it is at the top of the pyramid, it focuses on more luxurious things, such as improving the quality of employees’ life level, local communities, and ultimately society. Certain views of the company's charitable responsibilities may be controversial and require a separate study.  The Thames Water Company donated £0.65m to their independent Trust Fund. During 2016 to 17, the Trust approved grants for 1,183 customers who require extraordinary levels of support and average value is £221 which also helped fund ten organizations across the catchment area to provide long-term support for customers by providing debt and money advice services.(Thames Water, 2018) It shows that Thames Water has performed philanthropic responsibilities.
[bookmark: _Toc509980404]2.2 Sustainability 
Using some strategies of optimize existing resources so as to achieve a responsible and beneficial balance in the long term. (Shaker, 2015)

With regard to the sustainability of water supply in the UK, water companies are working to improve and protect the environment and set long-term goals to maintain fresh water supplies to communities across the UK. Dŵr Cymru believes that sustainable development is necessary. And they have adopted a sustainable development strategy:
· Build a more flexible supply system. Water trading can help solve this problem because it expands the potential resources we can use.
· Tackling climate change by reducing carbon footprints and adapting to the risks of climate change.
· Protect the environment by reducing the environmental impact of local and global operations.
· Take a holistic approach to managing the water resources, focus on every water source to the whole river basin, including such issues as the best farming and land management, and use water more efficiently education customers, prevent the happening of the problem, and deal with these problems when they occur. (Ofwat, 2018)

Risk: Climate change could pose a potentially significant threat to the sustainability of the water industry. Extreme weather patterns such as droughts and floods may become more frequent and severe. Water supplies may face greater risks.
[bookmark: _Toc509980405]2.2.1 Wastewater
Alanya is a water company in Turkey. It ensures that the water used by users is recycled while providing water service. The process of wastewater treatment is:

1. Wastewater passes through a bar screen and captures more than 10mm solid waste.
2. Sand removal and grease removal
3. into the water and then flow into the sand and degreasing tank.
4. after precipitation, supernatant 6 Biostyr filters.
5. An upflow type biological filter bed, which utilizes a particulate filter lifting filter system made of expanded polystyrene spherical particles.
6. These beads provide microbiological adhesion and prosperity of the medium, allowing the removal of organic matter and Kjeldahl nitrogen contaminants through microbial activity.
7. Regular backflushing removes suspended solids, sludge, and biofilm from the pellets, including alternating aqueous phases and wash cycles.
8. Backwash water points to a special settling tank.
9. disinfection
10. The treated water is finally disinfected before being discharged into the Mediterranean Sea.
[bookmark: _Toc509980406]2.2.2 The quality of water
In England and Wales, DWI (drinking water Inspectorate) regulates the quality of water. All drinking water must meet the standards of the EU drinking water directive in the UK. And Water Supply Regulations states that water must be hygienic, clean, and has the maximum acceptable concentration of potential pollutants (Water UK, 2016). Since the water industry has been privatized, the quality of water has been greatly improved. Take Bristol Water as an example.
Bristol Water's goal is to provide water that is not only safe to drink, but also beneficial to body drinking. Bristol Water has achieved this goal with advanced processing technology and a well-trained workforce. The company's water quality results prove this and more than 99.9% of the 120,000 drinking water tests performed each year are in line with British and European drinking water standards. And, the company launched a postcode search to allow customers to understand some of the water quality details. (Bristol water, 2018) So, privatization is a good solution for the quality of water.
[bookmark: _Toc509980407]2.3 Water supply in the future 
Demand for fresh water in the UK will continue to increase after 2030. Researchers speculate that in the next few decades Britain may suffer from drought, and government departments should pay more attention to energy security, sustainability and carbon emissions. Emmanuel Castro University researchers Ed Byers said that in the next few decades, some power stations may be due to the shortage of water resources have been forced to reduce production, or shut down, the government should energy proposed and water resources demand to adapt to the careful consideration, to ensure the safety of the water the use of resources. (Ed Byers, 2014)

• The England and Welsh governments have good reason to consider adopting a consistent national minimum resilience level and recognize that the major issues that need to be addressed include interregional and intergenerational equity
• Relatively low investment required to increase resilience compared to drought costs
• The “dual-track” approach including supply enhancement, related transfer and demand management is the most appropriate strategic combination for the future
• There is a national “adaptability plan” to support ongoing water management plans and balance risk and postponement costs
• Industry, government and regulators need to work with customers on how best to cope with severe drought risks (Mott, 2016)
[bookmark: _Toc509980408]2.3.1 The role of government in the provision of water
Although in theory, the government has an important regulatory role in water privatization, but in practice, they were thought to appear before unable to cope with the forces of globalization, especially the governments of developing countries. However, Tsogas (2012), the government can take appropriate measures in the private sector initiative or interventions to provide "good environment", which has played a positive role for the overall impact of corporate social responsibility, it can create conditions for fair competition. The government should therefore go beyond the "silent" participants. In addition, the government should encourage water users to participate in the decision-making process and should enhance transparency, accountability, fairness, integration, responsiveness, consistency and ethical conduct within the department.
[bookmark: _Toc509980409]2.4 Supply & sewage and bottled water provision in developing country 
Experts predict that water consumption will exceed the amount of water in China by 2030, and the problem of drought will become more and more serious. Generally speaking, the problem of water shortage is to increase the supply of available water resources by protecting the water environment. It is converting sewage into available water through sewage treatment.
At the end of March 2014, the National City and county sewage treatment plant has completed a total of 3622 seats, the design sewage treatment capacity of about 153 million cubic meters / day, equivalent to an annual 55 billion 845 million cubic meters of sewage into available water resources.
The annual per capita consumption of China's bottled water is far lower than that of the world's advanced countries, but its development trend is irresistible. China's water filling market is increasing by nearly 20% every year.
2007 C'estbon bottled water company sales exceeded 1 million tons. C'estbon sales rose from 1 million 70 thousand tons in 2007 to 6 million 560 thousand tons in 2014, seven years of CAGR reached 29.5%; while C'estbon sales from HK $959 million in 2007 to $9 billion 890 million in 2014, up to 39.6% CAGR, to achieve a long-term and rapid growth.(C’estbon, 2014)
[bookmark: _Toc509980410]2.5Advantages and Disadvantages of privatized water industry
[bookmark: _Toc509980411]2.5.1 Advantages
Privatization has brought about technological advances, including the level of leakage control. Prior to privatization, the leakage rate in the UK was very high, even as high as 30%-40%. After the privatization, various water companies strengthened the control of leakage due to various needs of water companies, users, and governments, and achieved remarkable results.

The regulatory system is more complete. After the privatization of the British water industry, the Parliament passed a water law, established an independent regulatory agency, and improved the consumer participation system. Initially, due to the relative lack of market access competition, the government strengthened the cost control and management of water companies, established a cost performance platform system, and an incentive water price adjustment and management system. After the liberalization of the water business license in 2005, the market access threshold was eased to a certain extent, further improving the efficiency and competitiveness of the industry.
[bookmark: _Toc509980412]2.5.2 Disadvantage
After the British water company was privatized in 1997, the operating costs did not change much, but the price rose 245% in the 17 years after the privatization. After the privatization, the operating performance did not increase significantly, but the company expanded its accounts through accounting. The amount of expenditure has been successfully approved by the government to increase water prices year by year. (Parker, 2004)

The privatization of the water industry has impacted the security of employment. The owners of Private Companies may increase their profits because they want to reduce costs. If necessary, they may lead to a decrease in the number of staff in some areas (Hirst, 2010).
[bookmark: _Toc509980413]3.0 Extended view 
[bookmark: _Toc509980414]3.1 The definition corporate citizenship 
Corporate citizenship includes corporate social responsibility, and to what extent they are in compliance with the legal, moral and economic responsibilities of shareholders. The goal is to create a higher quality of life for the communities around them and to maintain profitability for stakeholders. (Crane, 2011)
[bookmark: _Toc509980415]3.2 The Extended View of Corporate Citizenship and Water Company
The discussion on the extended view of corporate citizenship has been more fully elaborated in Matten and Crane (2008). The expanded view is that "citizenship" is the starting point.
• social rights -- these rights provide individuals with the freedom to participate in society, such as the rights to all aspects of education, health care or welfare.
• civil rights -- these rights provide freedom for the abuse and intervention of third parties, especially governments; The most important of these is the right to own property, to participate in the "free" market, or to exercise freedom of speech.
• political rights -- these rights include the right to vote or to hold public office, which in general allows individuals to participate in the governance process beyond their personal privacy. (Matten and Crane, 2008)

The Thames Water Company has adopted an extended perspective of corporate citizenship. The basic right as a citizen is to be able to use safe drinking water. In the UK, there are tens of thousands of families whose income exceeds 5% of the water fee, but with the help of Thames Water, those with low income still have access to safe drinking water. In 2013, Thames Water provided financial assistance to customers who had difficulty in paying water fees. Each year, the customer helped the Fund to donate 2.1 million pounds to help 3426 customers. (Thames Water, 2018)

The above examples show the application of Thames Water's extended view of corporate citizenship because the company's services meet citizens' individual social rights. The company also provided help to financially troubled people









[bookmark: _Toc509980416]4.0 Conclusion
The report includes:
Firstly, Carroll’s pyramid of CSR have 4 responsibilities; economic, legal, ethical and philanthropic. And each responsibility has been analysis by using the case of privatized water companies. Secondly, it considers sustainability of water industry and water supply in the future. Thirdly, it describes advantages and Disadvantages of privatized water industry. Finally, by using the extended view of corporate citizenship to analysis the Water Company.
[bookmark: _Toc509980417]5.0 Recommendations
1. Private water companies in the UK should continue to invest money in water industry. Ensure that users can drink high-quality and safe water.
2. Private water companies should pay more attention to wastewater treatment projects because sustainability is now a very important factor. Make sure the wastewater is processed and reused. This will not only leave a good impression on the users, but also reduce the risk of fines imposed by the regulatory agencies.
3. Companies should conduct more charitable activities to provide free water for low-income people.
4. In terms of pricing, companies should not raise prices significantly. This will improve the public image of the water company and reduce negative media reports.
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