





Executive Summary



The debate surrounding the implementation of Corporate Social Responsibility (CSR) policies revolves around whether it should be voluntary or compulsory.
It can be argued that voluntary fosters innovation, flexibility and a genuine commitment to sustainability while opponents suggest that without mandatory regulations many businesses may prioritize profit over social and environmental concerns.
Voluntary CSR allows businesses to choose their unique methods of CSR, potentially leading to more effective outcomes, including brand reputation and customer loyalty.
However without any compulsory regulations in place some businesses may adopt a ‘greenwashing’ approach to appear socially responsible.
Mandatory regulations could ensure a level playing field and hold company’s accountable for their actions.
Ultimately the debate between voluntary and compulsory reporting will continue but the need for an uniform method of CSR reporting is essential in order to provide conformity throughout the business sector.
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Introduction  

‘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

This paper will examine the social purpose of a business, and using the viewpoint of John Mackey it will explore business ethics and the arguments for and against voluntary corporate social responsibility (CSR) as opposed to it being mandatory.

It will first examine the changes that have happened to businesses when looking at social responsibilities. It will examine the viewpoint of J Mackey as compared to other business entrepreneurs. The concept of CSR will then be explored and the reasons for voluntary reporting will be examined. The reasons against voluntary reporting will also be scrutinised and a discussion will follow. The conclusion will then be drawn.

Business has historically been described as a means in which people make money. Research suggests that business ethics has now taken a primary consideration in how a business conducts itself, there are many viewpoints on this, and these viewpoints have changed through time. 
Friedman suggests that 
“The Social Responsibility of Business Is To Increase Its Profits,”(Tepper, 2020). 
He further suggests that the shareholders, should decide on their own philanthropical donations. He believes that the business function is to make money for the shareholders, and to donate money prior to sharing profits is actually stealing from the shareholders (Friedman et al., 2005).

Freeman, 2014 disagrees and suggests that ‘The Stakeholder theory’, where stakeholders are the most important purpose of a business is slowly being replaced by the entrepreneur ‘chasing a dream to change the world’ (Freeman, 2014).
This philosophy is centred on a business making money and sharing its profits with its stakeholders. 

John Mackey, CEO of Whole foods market suggests that a
‘Business social responsibility should not be coerced; it is a voluntary decision that the entrepreneurial leadership of every company must make on its own.’ (Friedman et al., 2005)

These viewpoints on whether business reporting should be mandatory or voluntary are important when exploring the social purpose of a business.

Business Purpose

Research suggests that the world is in crisis, climate change is causing rising temperatures which is causing natural disasters, weather extremes, terrorism, conflict and economic disruption (United Nations, 2020).
The 2030 agenda for sustainable development calls for every nation to help avert this global climate change crises by conducting their business in an ethical manner and acting in a responsible way (United Nations, 2022).
The link to business is that when you explore business practices and performance on ethical issues, sustainability, climate change, greenhouse gases and deforestation are at the forefront and everyone agrees on its importance. Research suggests that if this topic matters then it needs to be measured, it cannot be managed if it is not measured. This is why Corporate Social Responsibility is important and why the financial, human and natural capital must be measured. There are at present no audits or set standards to do this and recording of information is voluntary, this is why it is important to explore whether CSR should be mandatory or voluntary (Simpson, A, 2018)

Business Ethics

To work in an ethical manner a business must be accountable for their morals, values and standards (CIPD, 2024). They must use the two distinct ethical frameworks in their decision making.
Teleological ethics are determined by consequences of actions. The end goal or result is the main factor when assessing whether the action is ethically right or wrong.
The deontological ethics looks at the action itself rather than the consequences of the action. It emphasises adhering to moral rules as the basis of determining whether the action is right or wrong.



Corporate Social Responsibility

Corporate Social Responsibility can be defined as a way in which companies voluntarily contribute to a better society and take into account the environmental impact of their business. It demonstrates how a business not only make a profit but also act in an ethical and socially responsible way (corporate-body.EMPL:Directorate-General for Employment, Social Affairs and Inclusion, 2001). Research suggests that a company will use both teleological and deontological ethics in the way it conducts its business. They may have a set of principles in which it follows while striving to achieve its social and environmental outcomes.
Colombo,2021 concurs and suggests that a business is not only judged by its balance sheet but also, due to the social changes in society, by the way it supports the need for a better world in economic and environmental terms. This she suggests is why the concept of CSR has become crucially important to a business. The importance of all stakeholders and the environment is considered in this ethical idea of CSR (Colombo,2021).

The concept of CSR has been around for many years but was highlighted by Howard Bowen, an American Economist in 1953. This is why he is often referred to as ‘The Father of Corporate Social Responsibility’. The 1970’s saw CSR become more prominent in the United States and the ‘Committee for Economic Development’ introduced the ‘social contract’ in 1971. This stated that business only exists because of the public and therefore there was a need to contribute back to society. (Understanding Corporate Social Responsibility (CSR)  vu Online, 2023)
The 1990’s continued to see the prominence of CSR in businesses and in 1991 Donna J Wood , an University professor in Pittsburgh revisited the original CSR models and developed a framework which assessed the impacts of CSR programs (Thomas Publishing Company, 2019).
This concept can be measured by examining the businesses overall contribution to the future economy, the environmental quality and social capital, one such way to measure this is by following the model which is known in business terms as the triple bottom line (Measures, 2022).  Appendix 1 shows how this model can be implemented taking into account profit, people and the planet.
Archie B Carroll published a paper on the areas he felt were important when implementing CSR in a business. Appendix 2, shows the pyramid of CSR and features economic and legal responsibilities as the bottom two levels with ethical responsibilities above and Philanthropic responsibilities as the topic of prime importance (Thomas Publishing Company, 2019).
Leinaweaver, 2015, suggests that this drive for corporate transparency when reporting CSR, is not about producing or reading the report but the need to use its contents to move forward in a more accountable way.





Position for voluntary reporting 

This ideology of promoting CSR at present is voluntary and it is decided by the company whether they wish to participate or not. There are many advantages for a company to promote CSR. 


How  voluntary reporting of CSR impacts Businesses

Stakeholder engaged -  and so promote trust and loyalty in all stakeholders (Mishra, 2023). This allows businesses to communicate their social and sustainable efforts to stakeholders which shows them as being trustworthy and transparent in their actions (Brenden, 2022).
Netflix and Spotify are two companies who are stakeholder engaged. Netflix offers their staff 52 weeks paid parental leave whether the birth parent or spouse, male or female. Spotify offers the same but for a shorter time of 24 weeks. Both businesses support ‘Black lives matter’ and “pride Month’. This demonstrates how their efforts for voluntary reporting show them as being focused on their employees and their philanthropical efforts.

Flexibility – Voluntary reporting of CSR allows businesses to tailor their CSR initiatives to suit their unique circumstances and stakeholder expectations. It allows stakeholders to be innovative in their approach to social and environmental challenges.
Innovation – By reporting on a voluntary basis the business is able to foster a culture of innovation, it allows the employees to be involved in addressing the social and environmental challenges they may face. This in turn may lead to better performance and job satisfaction.
Enhanced Reputation – Voluntary CSR reporting can enhance a business reputation. It allows the business to proactively disclose its CSR initiatives and this demonstrates their commitment to sustainability. They have a reputable brand by being socially responsible and encourage customer loyalty and excellent financial performance.
The Eden project have an excellent reputation for its work in sustainability. It reports its CSR on an annual basis and reports its achievements such as installing a rainwater tank to be used for water in its factory. It has a contract with a steel supplier to collect and reuse any pallets at the site which saves 20 tons of waste each year. They have changed their use of plastic bottles to glass therefore reducing the plastics waste. They promote “Anthropy “each year which is an event that tries to spark innovation in people to make a better planet for us all (Anthropy 2023: Inspiring a Better Britain | Eden Project, n.d.).
Competitive edge – This voluntary reporting can help businesses to differentiate themselves in the marketplace, this would help them gain a competitive edge and secure better financial outcomes. 
Greggs promotes the voluntary CSR approach with “Greggs Pledge” to do good “for people and earth”. It offers a free breakfast club for schools with 70,000 free breakfasts served each day.
It shows the company in a very good light and has helped build its reputation and financial status (Anh, 2023).

Benchmark setting – This allows the CSR report to be used as a benchmark for year on year
Businesses can use this CSR benchmarking to compare itself to another business. It needs to decide on which area it has the greatest need to improve and then can use reports such as sustainability reports to compare and plan a strategy to improve for the following year.
 Social impact on society  -  this creates a positive status for the business of supporting local causes and engaging in philanthropic activities.
Google promotes its stance against social issues. It promotes racial equality, disability inclusion, gender equality, LGBTQ inclusion and veteran inclusion. 
The company also helps minority businesses in accessibility.
Starbucks is another company showing its support for its racial and social equity, it offers a mentorship program for black, indigenous and people of colour to senior leaders and invest in partnerships. It also employed 40 thousand veterans and their spouses since launching its program for a diverse workforce by 2025.

Ethical Standards - They prove that have high ethical standards which promotes responsible marketing, and fair labour, they avoid bribery and corruption (Mishra, 2023).
The body shop has promoted itself as an ethical business by regularly publishing its CSR reports. They outline their performance in areas such as sustainability, ethical sourcing and human rights. These reports provide details of the business initiatives, goals and achievements in their social and environmental endeavours. The body shop states that it chooses to voluntarily report its CSR so it is transparent and accountable for all their actions (Sillanpää, 1998).

Implementing new policies - policies that are good for the environment and reduces their carbon footprint.
Bosch has set its voluntary CSR strategies by reducing their carbon footprint through climate action, water use and practicing a circular economy. It has reported that 400 of locations are now climate neutral, but it has now set itself the goal of reducing upstream and downstream emissions by 15% in 2030 (Digital Marketing Institute, 2024).

Research suggests that the idea of voluntary reporting of CSR has become the norm. Most businesses choose to disclose their CSR which has resulted in many countries such as France, South Africa and Norway passing legislation that requires a business to disclose its environmental performance (Ramdhony, 2018).
The debate here is that there is also an argument that proposes that it should be mandatory.

Position for Mandatory reporting 

Standardisation of reporting- The present lack of standardisation of  CSR makes it hard to compare and evaluate performance. If it was mandatory then there would be a set of rules and this protocol would have to be followed by every business so the advantages of voluntary reporting would only be enhanced.

Greenwashing - Some businesses may exaggerate their social contributions and report their business as environmentally friendly when they are not actually doing anything to promote sustainability within their business.

Lack Accountability 
Voluntary reporting may lack the level of accountability that mandatory reporting would achieve.

Misrepresentations- some businesses may choose to only report on their good achievement whilst omitting any negative impacts of their social performance. If this was standardised then the reports could ask the relevant questions and force a more transparent response.

Socio-economic restraints -Small companies or businesses with problems may not have the finances to be able to do the CSR. This can also be a problem if there are problems completing the report and a business might be forced to use external business to complete the report on their behalf adding to costs.
 
Accountability - It would make businesses accountable for their social and environmental impacts, and this might encourage them to be more proactive in their approach to Social responsibilities.

Fair play – It ensures that all businesses are on a level playing field with the ones that do not currently complete voluntary reporting held accountable. 

Regulations – The regulations related to environmental protection would have to be adhered to if CSR was mandatory as it would be a requirement to disclose this officially.

Trust – People have come to rely on this CSR reporting and whether it is mandatory or voluntary they have come to expect every business to be compliant.

Infringement- There are some that argue that to impose CSR on a business is to take away their rights to choose what they do within their own business.

Flexibility – It can be argued that to impose this on a business would take away  the flexibility of that business to customise its own CSR strategies as one size does not fit all.








Discussion  

‘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

This statement has led to a discussion as to whether CSR should be voluntary or should there be a law passed to make it mandatory.
There are many valid points for both arguments but the fact that most businesses are reporting their social responsibility status for whatever reason leads me to suggest that it should be mandatory.
The advantages for social, environmental and economic issues outweigh the negative reasons for non-compliance. 
Perhaps the one negative issue of socio economic restraints could be solved by allowing a grant to enable them to comply.
Climate change is serious and it is going to affect everyone, that means that everyone needs to do their part in trying to slow down and stop its impact on society. 
Research has shown that if something matters it needs to be actioned, and to monitor this it needs to be measured. That means that CSR should be mandatory for businesses, so that it can be documented, and each business is transparent and accountable for their compliance in this matter. 




Conclusion 


In conclusion, this paper looked at the quote from John Mackey, Whole Foods Market CEO

‘Business social responsibility should not be coerced; it is a voluntary decision that the entrepreneurial leadership of every company must make on its own.’

The aim of this paper was to examine whether CSR should be voluntary or be a mandatory requirement for business.
[bookmark: _GoBack]Research has shown that there is a need for a business to report their social stance for various reasons and this need should not be mandatory. The only real reason for not completing this report would be time constraints or the need to hide the company’s actions regarding its social responsibility, and that cannot be acceptable when we are all as a society facing this global threat together, everyone must be held accountable.
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Appendix 1
The Triple Bottom Line
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Appendix 2

Carroll’s Pyramid of Corporate Social Responsibility
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