Are private companies good for the water industry?
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This report will discuss and evaluate the privatization of the water industry in England and Wales and look at the differences in stakeholdesr and shareholder theories between Friedman and Freeman. The theory of Carroll’s pyramid of corporate social responsibility (CSR) will be examined and each of four layers of the pyramid will be looked at and backed up with examples for each layer. Later in the report the following will be also discussed and examined; the issue of water scarcity, the future of water, the quality of water, alternative water and look at the corporate social responsibility of private water companies, which they have adopted. Finally in this report it will look at the advantages and disadvantages of private water companies and provide recommendations.  
Introduction

In this report the following topics will be discussed and analyzed the issue of scarcity of water, the future of water supply, methods of alternative water resources and the privatization of water within Wales and England. Throughout this essay there will be discussion on whether privatization has a positive or negative impact on society. The first part of this essay will look at is corporate social responsibility, Freeman and Friedman theories and Carroll’s pyramid will also be discussed and used to evaluate the private water companies of England and Wales and how they perform under each of the four dimensions of Carroll’s pyramid. The second part of this essay will be to see whether or not private water companies in the England and Wales are good corporate citizens and also look at the future of water, the quality of water, sustainability and also how private water companies are adapting their services to make them more sustainable. The two final points will be a conclusion to this essay and also recommendations for water privatization and private water companies going forward into the future. 

Part one: Discussing and evaluating private water companies in terms of CSR, Freeman and Friedman theories and Carroll’s pyramid

CSR was created in 1991 and it is stands for Corporate social responsibility is key to all business in any industry and it is defined by a famous definition, the social responsibility of business includes the economic, legal, ethical and discretionary expectations that society has of organizations at a given point in time (Carroll, 1979, p. 500) (Ahamad Nalband and Al‐Amri, 2013). All businesses in any industry would also try and abide by CSR at all times, especially when it comes to private water companies in England and Wales as they have shareholders to keep happy however their main service is to manage and provide water to the public which are their stakeholders as well. With the two next theories in The Freeman vs. Freidman theories perfectly suits private water companies as Friedman generally assumes that shareholders’ primary interest is to make ‘‘as much money as possible’’ (Friedman 1970, p. 33) (Jahn and Brühl, 2016). And freeman suggests that Stakeholder theory mainly looks at the company from the perspective of the company itself, and from the perspective of company’s immediate stakeholders. This perspective is formed by stakeholder theory’s claim that the company has responsibility to operate in the interests of all its stakeholders (Freeman, 1984) (Freeman, R.E. and Dmytriyev, S. 2017). Do private water companies side with Freeman or Friedman? Like all businesses the private water companies around the world will all have different objectives, responsibilities and requirements set out by their various governments. An example of this is the two water companies in this essay the first one is welsh water how are a single purpose organisation that has no shareholders and all the financial surplus is put back into the business. Thames water on the other hand do have shareholders who pump into their organisation so there is a priority to make sure that they run like a competitive business in order to make as much surplus as possible to keep the shareholders happy. Unsurprisingly this as a negative effects on the shareholders the customers.    

A good way to examine this is by using Carroll pyramid, which consist of a four-tier system of expected duties for corporate social responsibility. Each layer touches on different aspects of a business and what is required, expected or desired by them. 
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Figure 1. Carrol’s pyramid of CSR (Carroll, 2016).

Economic responsibility: As a fundamental condition or requirement of existence, businesses have an economic responsibility to the society that permitted them to be created and sustained (Carroll, 2016). As it shows on the diagram above economic responsibility is one of the responsibilities that is required by society and arguably for private water companies as one of the most important responsibilities they have. Not only does a business need to make a profit to survive but with the size of these private water companies who have shareholders they need to make profit to keep the shareholders happy as well. 

Private water companies will have shareholders that have invested into the water company and expect profits in return and want to the company to be as profitable and possible at all times a good example of this is Thames water. They made in 2018 £517.0 million underlying operating profit (Mar '17: £605.4 million) (Corporate.thameswater.co.uk, 2019). From this information gathered from Thames Water they make excessive profits over £517 million, which is great for them in terms of business’s objectives and shareholders. As mentioned previously, economic responsibilities are massive for private water companies due to the multiple of millions of pounds being made each year and from the extract above there is some serious money to made in the supply of water and for the foreseeable future economic responsibility will continue to be main priority for private water companies as millions of pounds are being invested into the multi million pound companies.   

Legal responsibility: Society has not only sanctioned businesses as economic entities, but it has also established the minimal ground rules under which businesses are expected to operate and function (Carroll, 2016). Just like economic responsibility, legal responsibility is required by society according to Carrols pyramid and this is another of the main priority for private water companies, these companies need to make sure they keep up to the required standards set not only by the government but also the regulators such OFWAT and DWI, any breach’s to these standards will result in sanctions and fees.  


In terms of legal responsibility in the UK the private water companies are regulated by a number of government companies such as DWI. The DWI Our main job is to check that the water companies in England and Wales supply safe drinking water that is acceptable to consumers and meets the standards set down in law (Dwi.gov.uk, 2017). The water regulators set standards and regulations for all private water companies and if these companies don’t meet the standards as mentioned earlier they will get subsequently fined. These regulators help with making sure these private water companies are complying with their legal responsibility in the water industry. These regulators are act as a safeguard to make sure that not only private water companies are meeting the standards for water that are set out by the government but also making sure that customers are getting a good deal as well.

Ethical responsibility: The normative expectations of most societies hold that laws are essential but not sufficient. In addition to what is required by laws and regulations, society expects businesses to operate and conduct their affairs in an ethical fashion (Carroll, 2016). Unlike the previous two responsibilities ethical is not required however it is expected by society according to Carroll’s pyramid. With this only being expected by society it can often can be overlooked by private water companies compared to economic and legal responsibility.    

The ethical responsibility for private water companies is arguably the most difficult for water companies to get right however some private water companies are investing internally to become more efficient and give more value to their stakeholders and some companies purely for the consumer and not for profit such as Welsh water.  Glas Cymru is a single purpose company formed to own, finance and manage Welsh Water. It is a ‘company limited by guarantee’ and because it has no shareholders, any financial surplus are retained for the benefit of Welsh Water’s customers (Welsh Water, 2019). With Welsh water focusing purely on the customers indicates that some private water companies are doing the right thing in terms of ethical responsibility. This is a perfect example of on an ethical business that invests their financial surplus back into the business to help improve their services and with an improved service customers get a better value for money. 

Philanthropic responsibilities: Corporate philanthropy includes all forms of business giving. Corporate philanthropy embraces business’s voluntary or discretionary activities (Carroll, 2016). This responsibility is different to all the other three as this responsibility is desired by society and with the large size of these private water companies they have the power to give back to society and embrace charitable causes.

In the UK a number of the private water companies have charitable funds to help with underprivileged customers in order to keep receiving water. For example Thames water: our shareholders contribute to the Thames Water Trust Fund, which is a registered charity and an independent, grant making trust this charitable fund was set up in 2009 to make sure that all vulnerable customer in their area are looked after in terms of provide a water and heating supply and provide them with the essential kitchen items to make everyday life more manageable. The Thames water trust fund Is an independent grant making trust first established in 2009. We are a registered charity and our aim is to help customers of Thames Water who are in difficult circumstances and who cannot afford to pay for essential household items (Thames Water Trust Fund, 2019). Considering the momentary side of private water companies is always at the forefront of all the negative news headlines it does seem that the private water companies do want to give back in some capacity in this case to the local communities. With the multiple millions of pounds they have the capability of making a difference to society and with the Thames water trust they are helping those in need and can make a positive impact on society as a whole.  

Part two: Discussing and evaluating whether or not private water companies are good corporate citizens? Also looking at the future of water?

A worldwide issue is the future of water and where can we find alternatives? There are countries around the world that are investing in water alternative such as Qatar and Kuwait In some areas, desalination is no longer a marginal or supplemental water resource in some countries. Qatar and Kuwait rely 100% on desalinated water for domestic and industrial supplies. The increase of desalination capacity is caused primarily not only by increases in water demand but also by the significant reduction in desalination cost as a result of significant technological advances that result in making desalinated water cost-competitive with other water sources (Ghaffour, Missimer and Amy, 2012). Desalination could be a leading force for water alternatives in the near future and as of 2019 we have already hit crisis point due to a growing population and scare water supply. Therefore this issue should be main priority for all governments around the 

With the water supply rapidly reducing it is key that finding alternative water is a top priority for countries across the world to find an alternative to avoid price increases and water shortages. However there are some issues with desalination as well, the public perception of desalination in the past is that it is not a variable option even with the success in countries like Qatar and Kuwait. Public perception a failure to gain public acceptance can derail the most essential and feasible desalination project and source water issues, desalination utilizes source water not previously considered suitable as a source for drinking water (The national academic press, 2008). There needs to be more focus on promoting the possible advantages of desalination and how it can be one of many alternatives used as water continues to grow more and more scare. With better public perception will lead to more investment and innovation in finding alternative water resources.  

After looking over all the information gathered are private water companies actually good corporate citizens? From examining Carol’s pyramid earlier in this essay it is clear that in some cases they are good corporate citizens and in others they are most defiantly not. However the private water companies in England and Wales have very difficult task to keep all their customers content and also make sure they look after all their responsibilities as well. The reason why the private water companies were formed in UK was to manage and supply the water of UK to everyone effectively, professional and abide by all the regulations. However from the examples from above it is clear that some private water companies like Thames water were not the best corporate citizen and ultimately paid the price by being fined by OFWAT. Then you have the other side Welsh water put their entire financial surplus each year back into the company for investment for the future and improve customer services, showing other private water companies how to be a good corporate citizen within the water industry. Firstly a corporate citizen is the Maignan and Ferrell (2000) definition: “the extent to which businesses meet the economic, legal, ethical and discretionary responsibilities imposed on them by their stakeholders” (p. 284) (Pacheco et al., 2018). There are positives and negatives to private water companies like Thames water have been sanctioned for not looking after their customers/stakeholders and others like Welsh water whom sole purpose is to finance and manage the water supply for the people of Wales and even though they are a private company all revenue is put back into the company which is a good example of a private company being a good corporate citizen. 

Conclusion  
 
In conclusion private water companies will continuingly find it difficult to firstly, balance all of the responsibilities mentioned in Carroll’s pyramid and secondly, always try and maintain being a good corporate citizen and this is down to having shareholders who want consistent profit. Also having important stakeholders, which in this case is the customers and they want good quality service and good value for money. So it always going to be difficult for private water companies to get it right but the governments need to more vigilant to make sure these private water companies are abiding by all the rules handed out by the government.  

Private water companies are always going to consider their economic objective as the main objective for their business as mentioned earlier. They are private companies with shareholders and profit driven; they have taken advantage of this monopoly in the water industry with the UK and made huge profits from this industry. But this approach for some water companies has come at a price and the main stakeholders that have suffered the most being the customers. However some private water companies like Welsh water have been big investments into the infrastructure and in the long-term customers of Welsh water will benefit from this investment. 

The legal viewpoint in this is essay is that these large private water companies have to abide to the law in terms of supplying water within the England and Wales such as OFWAT and DWI. 
They have put in very strict regulations and rules and are not afraid to fine these companies if they breach rules as previously mentioned early in this essay and will continue to do so. 

[bookmark: _GoBack]Finally in terms of ethical and philanthropic responsibility, Thames water and Welsh water both have made strides to become more efficient in terms of the services to supply good quality water, trying to repair damaged water pipes from natural disasters. They also have set up trusts like many other private water companies within the United Kingdom to help the less fortunate within their local communities to make sure people in need have water for things like heating and showering and cleaning which has good support from their local authorities as well.

The investment into the future of water should continue to be a major priority within the Untied Kingdom but also a major priority for every other country as the supply of water continues to become scarcer each year. Finally around the world there have been companies investing money to find alternative water resources and desalination could be a solid choice for as an alternative water resource and with more research into this method of water supply it could become much more affordable in the near future. 
 Recommendations   


1. The governments of England and Wales should continue to allow the private water companies to supply water around the UK as it this time they have the financial power to not only improve the service for consumers but also to invest for the future of the water and make sure that the use of water is used effectively and wisely and not wasted and hopefully find some new alternatives.  
2. The government should give the regulators more funding and power to be way more vigilant and increasing the price of fines handed out to these companies in order for them to comply with their legal obligations and continue maintaining a good quality of service to their customers. With more power it will act as a deterrent to stop private water companies from unethical business activities. 
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