Assessment 1 – Globally Responsible Business


‘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

Drawing from relevant theory on business ethics and using contemporary examples critically analyse the extent to which you agree with John Mackey’s viewpoint.
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Executive Summary 
In the contemporary world, global responsibility plays a large role in organisations operating in a sustainable manner. Companies are becoming more concerned about incorporating corporate social responsibility (CSR) into their operations. Companies are seen more of a need to create and implement CSR, it’s an essential element of having positive impact on stakeholders as well as the company.


Introduction 
The purpose of a business is perceived as making money as stated by Friedman ‘The social responsibility of business is to increase its profits’, he also argued that along with this businesses sole purpose is to generate profit for shareholders (Friedman 1970). Businesses maintaining a strong sense of Corporate Social Responsibility (CSR) still generate profits to ensure their business still runs effectively. Milton Friedman states that organisations have one CSR which is that they must satisfy company shareholders and maximise profits. ‘Making money is very important for a business to survive, but money alone cannot be the reason for business to exist.’ (Sarkar 2013).
CSR is an obligation to pursue policies and make beneficial decisions to society. The history of social responsibility can be traced in the article by Milton Friedman published in The New York Times in 1970. Friedman was a Nobel-Prize-winning economist, he wrote that social responsibility is a "fundamentally subversive doctrine in a free society” he believed the only responsibility a business had was towards the shareholders (ASQ - Excellence Through Quality 2020). 
Business CSR should never be coerced as it’s a voluntary decision by the entrepreneurial leadership of a company. Businesses have a responsibility to the environment, as stated in the video by Prof. Dr. Thomas Beschorner, that CSR is to ‘prevent morally reprehensible practises that weaken society, damage companies and hurt employees’’. 
The ethics of a company is to act responsibly, they sometimes must consider deontological as well as teleological approach to ensure they act responsibly. In deontological ethics an action is considered morally good because of some characteristic of the action itself, not because the product of the action is good (Britannica 2020). This emphasises the value of every human, providing a basis for human rights and provides certainty. The theory requires individuals to follow the set rules and perform their duties. A deontological ethical approach can be considered compulsory, not up for negotiation and ‘set in stone’. The deontological theory advice people not to violate rules. Therefore, following deontology rules makes it easy to apply and means disregarding probable action effects while determining correct and wrong. The teleological approach is the belief that certain phenomena are best explained in terms of purpose rather than cause (Collins Dictionary 2020). Whilst both approaches have their advantages and disadvantages, deontological approach is stronger as it stresses the importance of the actions being good. According to (Bowie 2002), one of the most critical and influential impacts of CSR is generating positive organization publicity and deontology.
Businesses have formalised philanthropy as CSR as philanthropic social responsibilities involve actively bettering society and go beyond simply operating as ethically as possible. This is associated with donating money to charities, that are relevant to their business in some ways. (Lazzari 2018). Giving to charity is good but it should be an obvious and balanced component of everything a company does. 
CSR is a standard business practice. The oxford debate stated that the profit known as the common good motive is deemed as essential. Most companies are seen to practice a multifaceted version of CSR, based on philantrophy, environmental sustainability and shared value (Chase 2015). 


Position for voluntary reporting 
1. Flexibility 
With CSR practices not been directly applied by the Government this states that companies have greater flexibility in the way they wish to conduct their business.  Voluntary reporting allows businesses to source and publish data as they wish as there isn’t any reporting standards that they have to follow specifically (Justo 2019). With reporting being voluntary this means that they can implement self-regulation CSR giving them greater flexibility within their business in comparison to imposed legislation.  Previous research has stated that voluntary CSR is flexible and that there is no need for the Government to place a mandatory CSR legislation, as the market offers enough motivation and flexibility for companies to involve CSR initiatives in their company actions (González, Marta De La Cuesta & Martinez 2004). With the flexibility of voluntary reporting this gives companies the ability to change various approaches within the company to ensure their actions benefit society and the environment in a flexible manner. Research has suggested that many companies view CSR as philanthropy, and they have really learnt how it can benefit their growth (Eyley 2020). 

2. Increased creativity and value 
With voluntary reporting it allows companies to decide to what extent they wish to incorporate sustainability into the company. CSR initiatives encourages employees to try new things which then increases the creativity of the company, as they possibly demonstrate their values through community giving (Russell 2018). Voluntary reporting provides companies with the ability to create value and creativity through social or environmental aspects that benefit community which will derive from widespread dissemination of a product (Amble 2011). The stakeholder approach enables companies to create greater value within the company and community, through the creation of stakeholder value, rather than simply profit to shareholders (Freeman, Elms 2018). CSR reporting gives companies the ability to enable themselves to create value through incorporating sustainability which will them differentiate them from competitors along with building a strong reputation. They could add value through incorporating CSR into the company’s strategy and in aspects of the company (Jaenicke 2013).  It’s seen that CSR is extremely beneficial for companies and previous research stated that if a company has effective CSR strategies this can increase their market value by 4-6%. It was also stated in the studies that CSR functions are responsible for more than 40% of a company’s reputation (Smorthit 2018). CSR plays a significant role in creating customer loyalty, which is based on distinguishing ethical values. CSR in companies helps to increase their efficiency through environmental conservation (Lee and Seo, 2017).

3. Competitiveness
Voluntary CSR reporting is a way which companies can use in order to improve their competitiveness. It will provide businesses with a greater competitive edge as it will allow them to distinguish themselves from the competition as they acknowledge a greater standard of Social Responsibility (Pitsillides 2020). This suggests that as across all businesses that sustainability reporting isn’t common practice and with it been voluntary then this gives businesses the opportunity to become a leader in sustainability. Research states that 55% of consumers are willing to pay more for products and services from socially responsible companies (Russell 2018). Voluntary reporting provides companies with an advantage over competitors, as they embrace CSR, it allows them to stand out from competitors within the industry. This then suggests to consumers that they establish themselves as a company committed to going one step further by considering social and environmental factors (Collier 2018). Through reporting being voluntary companies can gain first mover advantage if they can understand the implications of sustainability but also imply it to their business models which will then allow them to enhance products and services using the information (McGill 2015).

4. Improved public image 
Voluntary reporting allows companies to express their good deeds to their consumers, which will increase the consumers attention and increase the companies brand public image (McGill 2015). This suggest that is a company does something beneficial to the community it will improve their brand image, and consumers are more likely to purchase from a company that is helping the community. CSR gives company’s a strong opportunity to increase their public image, it’s essential that consumers have a positive perception of companies (Luenendonk 2019). Organizations that fail in taking responsibility for corporate actions to damage their reputation severely. Companies must ensure they have an effective CSR presence as customers are seen to have an influential CSR expectations and due to the importance of CSR aspects increasing the influence is growing stronger (Popoli 2011). With consumers having more knowledge and awareness of sustainability of company’s actions this suggests that CSR has gained influence. CSR allows improvement in public image, as stated consumers like to connect with companies that do-good things, incorporating CSR into their actions, as it benefits the community as well as the company in an effective manner (Harvey 2017). Companies that show initiative to be socially responsible is an effective way to gain authority within the industry and allows them to build a stronger brand image and platform (Harvey 2017). 


Position against voluntary reporting (why should be mandatory) 
1. Access to capital and markets 
Routine business reporting should be mandatory as it helps identification of problems. It also helps provide companies with opportunities. CSR reporting within companies allows them to access capital as the better their CSR performance the fewer capital restraints they will face (Cheng 2011). Sustainability performance has been shown in research to improve brand and reputation which leads to the ability to attract investment and enter new markets (McGill 2015). Companies with strong sustainability strategies who engage their customers and employees were significantly more likely to have greater access to finances and less capital constraints (Turner 2016). Companies with strong sustainability strategies have a better ability of communicating their environmental and social CSR plans with the public. If CSR reporting was to become mandatory then most companies would have the ability to invest, as investors currently only consider companies that include CSR and exclude those that don’t consider it (Martin 2020). According to (Flórez-Parra, Rubio Martín, and Rapallo Serrano 2020), organizations with CSR have easy access to capital. Easy access to capital enables organizations to overgrow and make timely investments. There is an argument against reporting as the business may lack the necessary skilled personnel and competence.

2. Cost savings 
If reporting was to be mandatory it would lead to all companies gaining cost savings, with all companies doing simple changes in favour of CSR, this would decrease costs. 84% of consumers stated that they purchase responsible products where possible to support companies that have a strong CSR presence (Collier 2018). Companies won’t be saving money in ways they wish to and won’t be incorporating CSR into their actions under their own authority but they’ll be made to do so under regulations, they will have to work in a more smarter and efficient consumption of natural resources (McGill 2015). With CSR reporting being mandatory it will benefit companies’ pockets as well as the environment. All companies would have to make decisions that would be driven on environmental purposes which could lead to cutting the company costs (Simova 2017). CSR reporting can help companies improve profits as well as reduce costs and help highlight opportunities. As CSR improves your organisation's reputation with them being more responsible and sustainable than competitors, but they would have as much of an opportunity if it was to be mandatory (Martin 2020).

3. Increased customer engagement 
Customers are more likely to engage with companies that show a large interest in CSR, and if CSR was to become mandatory this suggests that it gives employees the ability to gain engagement with a larger number of companies. Customers will follow companies that promote their CSR and engage their brand with their operations and purchases (Collier 2018). Customer engagement and company CSR have both been linked to the level of loyalty customers perceive. Research has stated that companies that build their content around CSR and have a strong CSR presence will attract more consumers. Although if CSR was mandatory not all companies would be adopting the same strategies and therefore if a company implements and promotes a strategy that effectively engages their customers which their competition is neglecting this would create a strong engagement (Gutman 2015).  Customers' appeal grows when customers' behaviour is associated with charitable efforts (Eger, Miller, and Scarles, 2019). A survey has previously stated that 56% of participants stated that a brand that has strong social value and CSR presence was a top driver of purchasing decisions (Russell 2018). CSR is an aspect that effects several aspects of a consumer’s judgement towards socially responsible companies. According to (Raza et al. 2020), most consumers are attracted to paying higher prices for commodities sold by CSR companies.

4. Greater employee engagement 
Employee engagement is just as important as customer engagement, they also need to ensure that their employees understand their CSR strategies, and with CSR reporting being mandatory this would be beneficial for employees (Collier 2018). When CSR is embraced within a company this creates a more positive and productive atmosphere within the workplace for employees. Employees don’t just want to work for a company that pays bills they want to be engaged in the company, feel like they within the business are having an impact on the environment around them, and with mandatory CSR this would be beneficial for all employees. This means that your whole brand benefits from more focused, productive, and efficient workers (Harvey 2017). It was stated in research that highly engaged employees promoted the company’s profitability up by 21% (Russell 2018). With CSR being mandatory this would allow companies to ensure they apply a comprehensive CSR policy and adapt it to the heart of their company, allowing them to deliver a tangible benefits (Saul 2012). If an organization involves employees in decision making employees are given a more significant investment in the company. CSR plays a critical role in employee satisfaction (Sarfraz 2018). Reporting can also help define future business growth opportunities; mandatory reporting helps in the identification of what can be done in the future.
Discussion 
I believe that there must be an aspect of CSR reporting which is forced amongst companies, but it should be voluntary on the level of social responsibility they wish to undertake within the company. The Government should promote CSR reporting within all companies whilst trying to stimulate their commitment. I think that companies must understand the importance of making strategies based on social investment within the company. Companies should be more responsible for their environment. CSR increases a company’s reputation as it associates with an ethical and positive brand image. The voluntary nature of CSR reporting means that companies have flexibility and latitude in the information that is included in the report, which provides a lot of variation between companies (Mukherjee 2019).
With CSR reporting being voluntary this could lead to companies to possibly act unethically or lack CSR, and this may damage their reputation and make it less appealing to stakeholders, and as a result of this profits could fall. It’s ultimately down to the companies to realise how much of a benefit CSR has on their company. CSR helps to improve company perception amongst employees when they involve employee. Decisions taken within an organisation will be influenced by the culture of the company.
Certain accountable CSR choices can be favourable to organisations and not to other, such as switching to a friendly environment. This switching is good for the environment and is also a valuable investment that can ground an organization to operate successfully for numerous years. It’s up to the company’s to independently decide what aspects of CSR are beneficial for their company and community. Businesses reputation enhances their overall reputation, as it is seen as a powerful statement amongst businesses.
Should be voluntary as it allows companies who wish to include CSR in their actions and have passion towards sustainability to promote that to their consumers. Entrepreneurial leadership of a company indicated that voluntary reporting could offer entrepreneurial advantage as it will allow consumers to understand what companies are the most responsible, and through reporting their CSR it would give consumers knowledge of their responsibility. CSR is significant in company’s sustainability.


Conclusion 
Overall, CSR plays a significant role within organisations in various ways. CSR has a positive impacts on a company’s bottom line. It helps build the company's reputation, employees appeal and engagement, increases their network and talent retention leading to an improvement in the company's financial health. Increased customer appeal and engagement through CSR increases sales and maximises a company’s profits. CSR increases the companies brand image to consumers with them being sustainable which help product differentiation from competitors and helps with purchasing decisions. 
I agree with John Mackey’s viewpoint that every company must make its own decision on the level of CSR reporting they wish to relate to their company, but that they must include it within some aspect of the business but at their chosen level. The purchase decision of consumer will be affected by the company’s CSR and this will imply if the company have made the right decision. In addition, reporting is significant in the running of a business.
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Appendences 
There are many pressing issues relating to businesses acting ethically such as the following one published by the BBC ‘Indian factory workers supplying major brands allege routine exploitation’ the factory workers from the major brands told BBC that they are being subjected to exploitative conditions (BBC News 2020).
The Future Generations Act defines Sustainable Development in Wales as the process of improving the economic, social, environmental and cultural well-being of the societies in Wales, through 5 steps long-term, integration, involvement, collaboration, prevention. This provides organisations with a guide to have a wider purpose to their role in society (Future Generations Commissioner for Wales).
Research stated that the way companies treat the community shows how companies treat their employees. CSR helps to increase an organization's market share.  
Social Responsibility has gained credibility and traction, with trends moved from CSR to sustainable development then to sustainability to social responsibility.
Secondary stakeholders are media or interest groups who are individuals that can be influenced or influence an organisation, they aren’t regularly committed, and they don’t have a long-term effect within the organisation.
Social responsibility in business, also known as CSR, pertains to people and organizations behaving and conducting business ethically and with sensitivity towards social, cultural, economic, and environmental issues (ASQ - Excellence Through Quality 2020).
The second model is the stakeholder model, this model suggests that managements most important corporate social responsibility is long term survival, satisfying interests of multiple corporate stakeholders which have an interest in the organisation. Primary stakeholders depends on their long-term survival and their needs take president over secondary stakeholders.
A counterpoint to Friedman’s perspective is that of John Elkington in the article “Cannibals with Forks” which was published in 1999. Elkington introduced the concept of the "triple bottom line," he believed that “making the case that concern for society and the environment can coexist with an ambition for profits” (ASQ - Excellence Through Quality 2020).
There are roles that businesses ethically need to attend to act more responsibly within society, it can be argued that sustainable financial returns are not possible without considering the aspirations and interests of other stakeholders. Former president Bill Clinton stated adamantly that major multinational companies must ensure that they are putting their customers and employee’s interests before those of shareholders in order to promote economic development and growth, especially in emerging markets (Braun 2015). 
“Reporting is a process that helps to drive CSR performance improvement especially for developing countries that have weaker institutional environments.” (Hohnen 2007).
It has been seen in the video by Mahindra that a business can do good and well at the same time. Solving social and environmental issues is killing two birds with one stone. All businesses can maintain a good sense of CSR by operating sustainably while also generating profits to make sure their business is still running smoothly. A statement that was provided in the video stated ‘there will be some who get it and some who don’t’ this suggests that the companies that have the ability to maintain a strong sense of CSR by making sure the business practices are carried out sustainably, are those who don’t will fail as their business practices aren’t correctly followed (Gallen 2012). 
This suggests that many businesses consider CSR as a strategy to protect their business and employees. Ethics concern an individual's moral judgements about right and wrong (Business Case Studies 2019).
A pressing issue in the world today is the scarcity of climate and resources in an increasing global population. By 2030, the middle class is expected to reach 5.3 billion people globally. China and India together will represent 66% of the global middle-class population and 59% of middle-class consumption (European Commission 2018). Whilst this could be a driver within the economic development, it is expected that consumer behaviour and consumption patterns are to increase.
There have been many criticisms towards the CSR such as the lack of clarify of the concept of CSR, profit wins over principles, the psychopathic nature of corporation, the disclosure of CSR is designed to hide the most vicious corporate activities. (Harvard Business Review 2015).
Many also state that a business’s principal purpose is to serve the interests of a larger group of stakeholders, including employees, customers, and even society.
And 53% stated that a brand with community commitment was a key to customer engagement.
