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The Great debate: Should Corporate Social Responsibility Reporting be Coerced, or Voluntary

1.0.  Introduction

Professors Garret and Heal (2004) considered whether corporations should be concerned about their impact on society, or whether they should concern themselves only with making a profit. Kotler and Lee (2005) defined Corporate Social Responsibility as the commitment to improving the well-being of society through business strategies and practices as well as contributing corporate resources. Fulck et al (2007) defined CSR as a voluntary commitment by corporations to exceed the obligation that society expects of them. 

The Corporate Responsibility debate is an important one, and it holds just as much significance today as it did at a time when Friedman (1962) suggested that companies only responsibility is to maximise profits and generate wealth for shareholders. During the 60s and 70s several movements such as Civil rights; Women’s rights and environmental rights were influential in the creation of what organizations felt were their responsibilities to society, corporations, spurred by this movement began to respond to society’s shift towards the expectations and adoptions of policies relating to CSR (Hopkins, 2017) In contrast to Friedman, Carroll (1979) argued that although profits were an important part of an organizations responsibilities, those responsibilities also extended to ethical and societal expectations (Ibid)

1.2.     History of Corporate Social Responsibility and Business

In the late 70s, the debate over Corporate Social Responsibility focused on what corporations could do to improve their communities and society as a whole (Makower, 2004) Towards the end of that era, CSR become fashionable and philanthropy and ‘cause-related marketing’ became a focus for companies who wished to enhance their public image. Despite corporations both then, and now using CSR as a public relations exercise; The threat of over-population; poverty and global warming were and still are very real concerns (May et al, 2007)

According to the World Population Prospects (2019) in thirty years from now, the population will increase by at least 2 billion due to ‘increased life expectancy and failing fertility levels’ the growth of an ageing population will put a strain on resources and also means a reduced number of wage-earners will be able to foot the bill for social security and healthcare. By far the biggest threat, however; comes from global warming. Climate change poses a major threat to the environment and human health (Stanghellini, 2008) The average global temperatures on the planet are increasing due to greenhouse gases in the atmosphere and the release of carbon-dioxide (D’anto, 2020) 

Society faces an unprecedented threat from natural disasters such as Tsunami’s; Earthquakes; Wild-fires and the polar icecaps melting (Ibid) According to (Michetti, 2008) The global response to global warming and other societal issues, needs to be a renewed commitment from corporations and governments to engage in sustainable initiatives and cease business activities that cause the planet further harm (ibid)

The movement of CSR began to gain motion over the years, but certain events kick-started the renewed attitudes towards corporate responsibility we see now. In 1992, when an expose of working conditions at a Nike factory was released by a man called Jeffrey Ballinger (Hopkins, 2017) it featured an Indonesian worker who was paid a meagre fourteen cents per hour and made to work incredibly long hours in terrible conditions, another CNS reporter followed this up with the interview of another employee of similar ilk who was even beaten for mistakes or incomplete work. These events led to a huge demonstration against Nike at the Olympics in 1992, and Nike found it difficult to recover from the reputational damage. The positive outcome from these events was Nike’s renewed commitment to Social Responsibility, and a message to other corporations that they could no longer feel comfortable undertaking unethical business practices. (Ibid)

1.3.     Theroetical Persepctives and Ethics 

Teleological perspectives and utilitarianism, in the context of busines and ethical decision-making, considers and focusses on the consequences of the decisions made, rather than the decisions themselves. The teleological perspective forces an organization to consider stakeholders as well and shareholders, and how their decision-making best serves their stakeholders, as well as the shareholders that Friedman champions as being the main consideration for organizations (Buchholtz et al, 2011 p.276) According to Crane (2010) utilitarianism is an action which is morally correct if it results in the most positive outcome for the greatest number of people.

The normative deontological ethics implies that the business owners should take responsibility for things they do wrong and that people decide to behave morally, then subsequently duty and laws should be enforced and followed (Bailey, 2012) Kantian (deontological perspectives championed by Frank Knight (1942) and his pupil Friedman (1962) concentrate on the correctness of intentions of the decision maker and the means chosen to accomplish the task (Armstrong, 2004) In contrast to teleological perspective, that does not hold that the act has intrinsic value in and of itself. 

If a person were to believe that corporations based their thinking purely on teleological perspectives, then it would suggest that an organization would most likely only adhere to sustainable business practices and CSR if they were scared of the repercussions of them acting irresponsibly, or not adhering to guidelines put in place to prevent environmental damage, or to improve society (Hopkins, 2017) If an organization were to adopt a deontological approach then regulations and mandatory reporting of CSR would be a necessity for organizations, and not a voluntary pursuit. Which brings the discussion to the final part, which is the debate as to whether corporations should be coerced into reporting their socially responsible practices and commitments, or whether it should be a voluntary exercise.


2.0.   Sustainability Reporting

A sustainability report is a report made by an organization that discloses its environmental, social and governance performance (Industry today, 2020) Predominantly large organizations are encouraged to compile these reports allowing stakeholders and investors to gain awareness as to what organizations are doing to positively impact the environment and society overall (ibid)

The studies show that the adoption of mandatory ESG reporting promotes social and sustainable leadership within organizations, mandated reporting usually only targets large corporations and ignores SME’s (Vartiak, 2015) meaning only 10 per cent of organizations are reporting their CSR or being mandated to do so (Davies, 2019) , there is also a lack of industry specific sustainability standards if reporting is to become mandated globally, they should be adaptable in any given organization. Creating a standard consistent throughout all industries is not widely adopted (Industry Today, 2020) There is also a distinct the lack of consensus. (Ibid)

2.1.   The case for Voluntary Reporting

According to Bad (2012) CSR is an organizations obligation to society that transcends the maximization of profits for shareholders. The EU commission (2002) argue that CSR is a concept whereby a corporation integrates social and environmental concerns in their business operations and for their stakeholder on a voluntary basis, and that to be coerced into doing so would be like taxing corporations twice.(EU commission, 2011)

Many of those that argue for voluntary as opposed to mandatory reporting suggest that it is government and not organizations who should be responsible for society, but as governments have failed to do so adequately, corporations have needed to address those needs (Smith, 2003) An example of the type of voluntary commitment by organizations would be Merck’s treatment of river blindness. Even though there was no market for the drug he created except for in the world’s poorest regions, Merck spent tens of millions of dollars developing a drug to cure the disease (Ibid) 

Many of those who argue for voluntary reporting suggest that by mandating the responsibility, the innovation and freedom that brings forth the type of action Merck undertook will be replaced with a more rigid and obligatory process which will undermine the creativity of corporations to voluntarily improve society. (Situ et al, 2018) The World Business council for sustainable development and the EU’s focus is to promote a voluntary, rather than mandatory approach to CSR. (Ibid)

As Friedman (1962) states;

‘There is only one social responsibility of business, to use its resources to engage in activities designed to increase profits so long as it stays within the rules of the game’ 

if this were to be adhered to, it would be necessary for corporations to only engage in sustainability reporting if it were to maximise profits, this would be unlikely in the short-term, as sustainability reporting comes with its own costs and would be unlikely to manifest any immediate short-term gains. (Swartz, 2012)

When considering mandatory over voluntary reporting, it is a challenge to envisage a framework that would be useful to all companies and stakeholder across all sectors, and particularly difficult to find one that is fair, considering some countries are less developed than others (Sullivan, 2011)

2.2.   Business Reputation 

Negative stories in the news about human rights and labor abuses by multinational corporations can have a devastating and lasting impact on companies and their reputation, regardless of the underlying merits of the allegations. A good reputation is very hard to build and can be destroyed much more easily. The voluntary CSR codes, principles and norms can help an organization to safeguard against reputational damage and brand equity, building on the teleological perspective of organizations and their reputational considerations (Fontaine, 2013) Also, CSR and sustainability are deeply connected with values and emotions, not laws. Values cannot be forced, they can be taught and promoted. There is also an argument which is valid which asks the question of who will define CSR to be enable it to be mandated? If it is the government, then how can they be trusted more so than the organizations themselves, especially when they are not totally innocent of corruption themselves (Allison, 2010)

2.3.  Triple Taxation

Shareholders are the true owners of corporations. They invest their money in the hope of receiving return on their investments. Company profits are already taxed under a corporate tax bracket, there is also a dividend tax. Therefore, mandatory CSR spending will be a third tax and will increase shareholder responsibility. Unlike other spending that reduces the tax burden, tis CSR spending cost the shareholders only. (Wang et al, 2017)

2.4.  Kills competitive spirit
CSR has become a competitive tool through company’s advertising. Some organization even use CSR activities as a platform for sales and promotion. This has also been highlighted as an argument for undertaking CSR. CSR is a competitive tool for companies because it is not mandatory. (Ibid)




2.5.  Positive Public Relations

If all organizations are mandated to report, then they cannot as easily differentiate themselves from one another, although it may still be possible for them to go over and above in order to do so, it will lose some of its legitimacy. It has also been upheld that organizations will implement environmentally responsible practices in their business activities as they have made the discovery that their business depends on the functioning of the environment and eco-system on which they rely, a good example is Coca-Cola, which is one hundred per cent reliant on water, (26) for them, it would make sense to implement practices that were friendly to the eco-system to maintain the existence of resources for their future (Villimajor, 2010)


3.0.  The Case for Mandatory Reporting of CSR

According to the European commission, by following the voluntary approach, corporations are given too much scope in implementing CSR practices and they are not even compelled to make periodical reports on CSR implementation (EU commission, 2011)

The gaps in governance in the regulatory environment and political systems have paved the way to implement new initiatives to hold multinational corporations accountable for their wrongful behaviour. The most urgent situation being human rights compliance in developing countries (Business and Human Rights, 2007)

3.1.  Projecting a good image: 

Social goals are not the most important priority for organizations as they are for the general public. So, if an organization wants to project a favourable image, it will have to show that it supports these social goals, such as the provision of education environment as well as caring for customers whilst setting a reasonable price for their products and services. (Verma, 2019)

3.2.  Overregulation

There is a critical argument presented here that suggests that mandating sustainability reporting would lead to more intensive environmental and social regulations globally. These regulations would then increase the difficulty for underdeveloped nations to keep the pace with developed ones. David Henderson (2009) asserted

‘When conditions differ widely between countries, as they do, prescribing and enforcing such common standards, restricts the cope for mutually beneficial trade and investment flows’

3.3.  Greenwashing

The advent of mandatory reporting and coercing organizations to report on their CSR activities could cause them to be reactive rather than proactive (Dixon, 2019) Some corporations engage in CSR only in response to a crisis, but others use reporting to promote positive stories to generate good public relations, rather than focusing on the activities that could do the best. By making reporting mandatory and offering key performance indicators for organizations to follow, it will be easier to maintain that the organizations are actually making positive strides for the environment and society, rather than just ‘greenwashing’ to make themselves look good (Fougere et al, 2009)

3.4.  Destroys Pluralism

Friedman and Levitt feared that political involvement and government involvement in business would result in a combined power and economic force. They were concerned about the potential consequences of this union and firmly believed in pluralism, which requires the separation of power between the various institutions of society. The mandating of corporations and government interference means oppression and the destruction of pluralism. Levitt stated in his article ‘The dangers of social responsibility that ‘governments job is not business and business’s job is not government’ (1958/1979)

4.0.  Conclusion

The entire debate regarding corporate social responsibility and whether it should be mandated relates to Friedman’s theory around the responsibility of an organization, What Friedman suggests makes sense of course, but certainly not at the expense of stakeholders or the environment. Studies have suggested that in the long-term acting responsible as a corporation in treating all stakeholders particularly employees well, will inevitably lead to greater profits in the future, but the question around mandating CSR reporting comes down to whether organizations who have such a reliance on profits and see that as their main objective, can be trusted to act responsible on their own. (Alejandra, 2019)

Corporate Social Responsibility has become a core issue for many businesses. New definitions of CSR have started to realise the relevance of both voluntary and mandatory aspects of CSR regulation. Sheehy (2015) The European situation shows that when it comes to CSR issues, those relating to the environment and labor are already tied into the regulatory framework, whereas social and environmental information, responsibility for subsidiaries behaviour or supply chain gaps could still be filled with voluntary CSR (Williams et al, 2008) The situation also shows that some aspects covered by mandatory CSR have already been incorporated into positive regulation and this does not work against voluntary practices (Eijsbouts  (2011) 

Therefore, as there are such valid points and arguments for both mandatory and voluntary reporting, the conclusion is that both can complement one another, offering a certain amount of freedom so as not to stem innovation and freedom for organizations to select socially responsible activities that suit them and their organizations, whilst at the same time being assisted and mandated by the government to adhere to certain necessary mandatory guidelines that are necessary for the reputation and future sustainability of the organization itself, as well as society. 
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