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2. [bookmark: _Toc496043657]eXECUTIVE sUMMARY

Corporate Social Responsibility (CSR) is a concept that has risen  in popularity in recent years with greater concern now placed on societal growth, and protection of the planet. In this report the core goal is to analyse CSR and apply it where necessary to Tesco and determine whether they could be considered socially responsible or if they fall short of the required standards. 
[bookmark: _GoBack]There are a number of theories and models attributed to CSR such as, Carroll’s Pyramid (1991) which is used to determine how far a company goes out of its way to ensure that it is doing more than what is expected or required of them, and the concept of the Triple Bottom Line (Elkington, 1999) in which CSR is divided into 3 segments that a business must balance in order to attain full sustainability.  Friedman’s  Shareholder Theory, offers the argument that a company should only be held responsible for ensuring that its shareholders  maximise the return on their investment, while Freeman’s (1999) Stakeholder Theory which puts forward to counter Friedman’s proposal of a business only being responsible to shareholders stating that instead they should be responsible for everyone with an interest in its actions. which includes shareholders but also the likes of the local community. 





In Tesco’s own CSR report, they claim to be involved in such activities as helping young members of society to attain crucial work skills to improve future employability, which has been corroborated with The Prince’s Trust (2019) who worked with Tesco in this endeavour. They also claim to be ensuring that the supplier of their own brand chocolate is itself socially responsible in the form suitable wages for their employees and environmentally stable harvesting, though this may just be an attempt to cover for past transgressions in this regard with one of their meat suppliers having been a Brazilian company who made use of illegally deforested land in the Amazon rainforest (The Guardian, 2012) as well as outsourcing the manufacturing of clothes to businesses based in countries that lack regulations to protect employees rights, pay a living wage, or suitable working conditions (Belal, Cooper, 2010). It would appear that Tesco is making an attempt to turn over a new leaf  yet still participate in price wars which lead to nothing but poor outcomes for every party involved such as suppliers forced to sell at a loss (Financial Times, 2015). The next step Tesco could take would be to put a stop to their own participation and not stoop to the same level as other supermarkets this would ensure that their suppliers are paid fairly and do not feel the  strain normally placed on them by these price wars.
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3. [bookmark: _Toc496043658]Introduction

Businesses often claim that they adhere to corporate social responsibility, the aim of this report is to look at one such business and identify whether or not they truly are being socially responsible, or if they are just spouting lies to improve their own public image In order to do so a number of theories will be incorporated. This report will focus on Tesco’s claims of being socially responsible and how much of this is in fact true. There will also be a focus on Tesco through the use of various models such as Triple Bottom Line, the CSR Pyramid as well as the two different and conflicting interpretations of CSR presented by both Freeman’s (1999) Stakeholder Theory and Friedman’s viewpoint on how businesses should be socially responsible in the form of Shareholder Theory (Smith, 2003).

3.1 Company Background

Tesco (2020) was founded in London in 1919 after Jack Cohen returned from the Great War with the belief that everyone should have access to affordable food. Fast forward over 100 years and the company now has almost 7000 stores and over 460,000 employees worldwide in countries such as Poland, Thailand, and South Korea (Statista, 2019).
























3.0 Corporate Social Responsibility Defined

Corporate Social Responsibility, or CSR, is the sum of the actions carried out by companies in order to better the local community, society, or the environment. Some examples of which being planting trees, opening local community centres etc (Matten, Moon, 2004). Some theorists determine that businesses need not only be profitable but also responsible in ways that go above and beyond the expectations placed on them as a business (Tai, Chuang, 2014, Greenfield, 2004). Some theorists even go so far as to exclaim that as CSR has developed, it has become not just an ideological view of how businesses should behave, but an expectation (Lichtenstein et al. 2004), pushing businesses to become more socially responsible when they otherwise would not be, in order to provide  actual benefit of others or the planet or simply to appear so for their own gain.

3.1 Stakeholder and Stockholder theory

There are two prominent theories pertaining to CSR, the shareholder theory by Friedman (Smith, 2003), whom was highly admired by the likes of Margaret Thatcher inspiring her during her tenure as prime minister for some of her changes (The Guardian, 2013) as well as the more highly regarded stakeholder theory proposed by Freeman (1999) in response to heavy criticism of the shareholder theory.

3.1.1 Friedman’s Shareholder Theory

Shareholder theory, also known as Friedman’s Doctrine (1970), suggests that the only social responsibility that a business should hold is that of ensuring the increase of profits in order to maximise returns for shareholders while remaining within the law, but not necessarily being ethical in the process. Friedman also stated that a company cannot be socially responsible as only people can be (Robé, 2012). One example would be the outsourcing of product manufacturing to countries where employment laws are easily exploitable so they can keep their costs low yet still abide by the law of say paying minimum wage despite it being lower than the business’ home country.  Shareholder theory has been highly criticised by many theorists such as Grant (1991) and Voster (2010) in that these selfish acts will serve no beneficial purpose to anyone other than the business itself. However, in retrospect the initial purpose of this theory could be interpreted that if the business is able to increase overall profits then the country in which the business is situated would also benefit from the increased revenue in the form of increased income via taxation and consumer spending it does not however take into consideration the detrimental outcomes of such selfish behaviour.
To better understand the selfishness of shareholder theory it has also been likened to that of the game theory philosophy of the Prisoner’s Dilemma (Eisenberg, 1999). The basis of this theory is that when confronted with a choice of either betraying those in a similar situation for one’s self interest or to do what is best for everyone despite the risk that the other party or parties might decide to take the selfish option resulting in a poor outcome for the one being selfless (Axelrod, 1980). It has been understood through repeated testing that due to human nature, where fear of betrayal takes hold, leads to the option of being selfish as the one most prominently chosen. This is due to being the one with minimal risk with maximised reward and thus it will end with all parties choosing to betray one another leading to an outcome that is poor for all involved. The link that can be drawn between these two theories is that businesses will do what will earn them the most profit without concern for the effect it may have on other parties involved, much like the betrayer in the Prisoners Dilemma when all other parties have chosen to cooperate except one. An example of such that can be seen within Tesco, and the supermarket industry, is that of the price wars it conducts wherein supermarkets attempt to undercut their competitors and in turn their competitors will attempt to do the same. A well-known example of this is the price war on milk (Financial Times, 2015) where the prices became so low that the supermarkets were selling them at a loss on top of forcing their suppliers to sell to them also at a loss, with their suppliers having little say in the matter as they are locked into contracts with these major companies. The fallout from this led to large amounts of dairy farmers becoming bankrupt, or having to switch to a different specialisation other than dairy products thus crippling the country’s  supply for dairy (The Guardian, 2014). While the supermarkets have since withdrawn from this price war, it is not the first and will not be the last with them inevitably attempt more to further their own interests.


3.1.2 Freeman’s Stakeholder Theory

[image: ]In response to the criticism of shareholder theory, Freeman (1999) decided it was time for a model that better reflected where business’ loyalties should lie when it comes to being socially responsible. Freeman argued that a company should not just focus on its own interests but instead on all stakeholders; those who have an interest in the business in some form or another. These could consist of the local community or environmental groups  which are known as external stakeholders or simply their own employees which fall under the category of internal stakeholders that in doing so one could generate value for their consumers as well as increasing profits through higher levels of productivity as the result of increased worker motivation and an improved level of consumer retention (Hosseini. Brenner, 1992).
Figure: 3.1 Internal & External Stakeholders
Like its predecessor, the shareholder theory, this model is not without its drawbacks. This model suffers from the overly flexible  nature of the term ‘’shareholder’’ making it difficult to determine who exactly falls into which category as well as there being overlap and conflicting sets of wants (Danielson, 2008). For example, it would be difficult to appease both the consumers desire for a product that fits their needs while also ensuring that the product satisfies environmentalist groups. A perfect example of this situation would be the move back from plastic to cardboard straws, while it would be much better for the environment people have grown accustomed to using the plastic variety as well as now holding a strong dislike for how flimsy in comparison the cardboard straws are (Independant, 2019). An example of how Tesco focuses on its shareholders is how they offer those who need to further their skills work experience within their stores so that they are able to find future employment more easily, or even end up being taken on by Tesco permanently as they then have the skills required for the job. However, as noted earlier it is clear Tesco shows very little regard for one of its major stakeholders in the form of its suppliers which could have massive implications for the longevity of the brand.

3.2 Triple Bottom Line

The Triple Bottom Line is a model proposed by a British management consultant, John Elkington (1999), in order to gauge the performance levels of businesses which has since been adapted to suit the need to determine how socially responsible companies are being by looking at three key areas.
[image: ]Figure: 3.2 – The Triple Bottom Line
The Triple Bottom Line is comprised of three fundamental categories. Catering to the people with an interest in the business or are of an interest to the business, the planet with how much the business is able to be functionable yet conscious  the environment and finally if the business is able to have an income high enough to which it exceeds its own costs (Norman, MacDonald, 2004, Slaper, Hall, 2011). There are combinations of these three segments due to overlap, such as a company being considered bearable by ensuring both the needs of the people and planet are met, most businesses that would typically fall under this category are social enterprises and charities. Profit and planet equate to a viable business wherein the business can run in a manner that does not cause significant harm to the planet yet still manage to make a profit however show signs of lack of focus towards key parties. A focus on both the company’s profits and people would result in an equitable business. It could be argued that Tesco falls into this category as it is evident that its primary aim for profit outweighs its desire to satisfy either of the other categories. yet it does on occasion contribute to local communities. Finally, if a company manages to juggle all three it can be considered sustainable and ensure that they will be successful for the future unless something changes.
Key areas where this model is lacking however are to do with the fact that it is difficult to find suitable or meaningful overlap between each category. This is especially the case within certain forms of business due to complexity, thus making it unlikely to achieve the status of being sustainable in the eyes of the triple bottom line (Sridhar, 2012).

3.3 Carroll’s Pyramid

[image: ]Carroll’s Pyramid (1991) was designed to determine how much a business goes above and beyond what is expected of them with more being done for selfless reasons the higher up the pyramid you go (Visser, 2006).
Figure: 3.3 – Carroll’s Pyramid
On this pyramid it could be said that Tesco would fall between the lines of adhering to legal responsibilities and fulfilling some level of criteria towards reaching ethical responsibilities. While they do indeed attempt to be more ethical in certain aspects there are still many areas that while legal are still considered morally grey, such as exploiting the labour laws of some countries as well as still maintaining a large number of suppliers that prove harmful to the environment or societies they are based in.



3.4 Tesco’s CSR Report Analysis

Within Tesco’s CSR report, they state that are working with The Prince’s Trust to help more than 10,000 young people within the UK in 2019 to let them gain the chance to develop skills they will need to survive in the world and acquire the valuable experience to gain future employment, The Prince’s Trust have gone so far as giving Tesco the innovation award for all their help, and the £1.2million donation that Tesco gave to help the trust further its endeavours in aiding the young and vulnerable of society (Prince's Trust, 2019). 

As of 2019 Tesco have changed their cocoa supplier for their own brand chocolate to one that guarantees the preservation of the rainforests and ensuring that employees are making a living wage (TESCO, 2019). This, while seen as a responsible course of action, could be seen as an act of covering for past mistakes as back in 2012 some of Tesco’s meat products were sourced from a Brazilian company who was using illegally deforested rainforest land for the rearing of the large number of animals required to fill the orders placed on them by such massive companies (The Guardian, 2012) meaning that Tesco was in fact contributing to the deforestation of the rainforests by encouraging this sort of behaviour and continuing to conduct business with such a company despite knowledge of what was occurring. 

Tesco is also making a huge deal about their move to reduce the volume of plastic packaging that use by removing the sale of multipack canned products such as baked beans (The Guardian, 2020) while retaining the offer associated with buying multiples of a product so that customers are not losing out on value. This could be interpreted as a sign that they are attempting to back up their promise that they made back in 2019 of cutting back on their plastic waste with their ‘’Remove, Reduce, Reuse, and Recycle’’ policy (TESCO, 2019). This could however be in response to research conducted by the environmentalist group Greenpeace (2019), that despite promises from various supermarkets to reduce their plastic waste it has in fact risen to over 900,000 tonnes of waste per annum with Tesco being considered only marginally better than the rest.
A highly valid, and concerning, point is raised by a few theorists (Belal, Cooper, 2010), that two of Tesco’s major clothing suppliers are located in Bangladesh where employment laws are exploited to allow for maximum gain on the companies part such as less than a living wages for their employees, and poor working conditions. While not solely limited to Tesco they are still encouraging this sort of exploitation much like their ties to the Brazilian meat supplier in that the more they buy from them, the more they are going to continue to exploit (Adams, 2002, Banerjee, 2008). The issue with this however, looking at it from Tesco’s stand point, is that it allows them to sell the clothes at a price point affordable to customers whereas if they attempted to have the same clothes manufactured in the UK they may not be able to achieve enough sales due to people finding the product to not be worth the increased price tag . This leads to an awkward situation in which it is impossible to remove these sorts of conditions without the average person being unable to afford clothes for themselves (Ngai, 2005, Pickles, Smith, 2011).
4.0 Conclusion

Overall it would appear Tesco is on the right path in its attempts to mend its past mistakes by ensuring that its suppliers are now also socially responsible in terms of the environment. However, there are still aspects in which Tesco are still not being socially responsible such as the example of them outsourcing the production of their clothes to countries with poor work regulation, yet as mentioned it is a very difficult trend to break and would require a reform outside the control of Tesco to occur.

4.1 Recommendations

One thing that Tesco could do however is avoid any future price wars. Despite it being evident that they do nothing but harm all businesses involved, Tesco and other supermarkets continue this horrendous trend of trying to undercut one another. The negative impact it has is not worth the slight profit increase for the sales of products associated with the one that is undergoing a price war and should instead prioritise more focus on their stakeholders.
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