[image: image1.jpg]




Corporate Governance and Social Responsibility

The Business of Water

Student name: Yihang Chen

Student Number: 1703806

Contents

11.0 Introduction

2.0 Main Findings
1
2.1 Corporate Social Responsibility
1
2.2 Stakeholder and Shareholder theory
2
2.3 Carroll’s Pyramid of Corporate Social Responsibility(CSR)
2
2.3.1 Economic Responsibilities
3
2.3.2 Legal Responsibilities
4
2.3.3 Ethical Responsibilities
4
2.3.4 Philanthropic Responsibilities
5
2.4 Water Quality in privatization
5
2.5 Sustainability
5
2.5.1 Sustainability and Privatized Water Companies
6
2.6 Advantages and Disadvantages of a privatized Water industry
6
2.7 The future of Water Supply
7
2.8 Corporate Citizenship
7
3.0 Conclusion
8



1.0 Introduction

With the development of the economy and population growth, the increase and expansion of the city, the water consumption in various places continues to increase. According to statistics of the United Nations, the global water consumption in 1900 was 400 billion cubic meters a year. (UNESCO, 2015) By the year 2000, the amount of water used has reached 600 billion cubic meters a year. Among these 80 countries, which account for about 40 percent of the world’s population, there are about 1.5 billion people who lack fresh water, and 300 million of them are extremely deprived of water. And some experts predict that 3 billion people in the world will face water shortages by 2025. Water resources face many problems in the future. For example, commercial companies, including private water suppliers , have very important corporate social responsibility issues.(UNESCO, 2015) Many water companies use water resources to produce their products, so this will face a demanding socially responsible approach . Failure to exercise CSR on these issues will have a very serious impact on the company and may cause the brand's reputation to suffer. Loss may also result in the brand being forced out of the market.(UNESCO, 2015) Therefore, this report will explain and analyze in detail how privatized water companies use Carol's corporate social responsibility pyramid to run the company. And how private companies can solve water supply and sewage problems. The report will also discuss the sustainability of water supply and memorize the attitude of the government to the treatment of water resources.

2.0 Main Findings

  2.1 Corporate Social Responsibility

While enterprises are responsible to shareholders, they must also bear corresponding responsibilities for other stakeholders such as laborers, consumers, and the environment. It mainly protects the legitimate rights and interests of workers, as well as the work environment and system of safety and health, etc. (KAUR, S. and BHASKARAN, R., 2015)
 2.2 Stakeholder and Shareholder theory

Freeman defines stakeholders as “any group or individual that can influence the achievement of a company’s goals or that are affected by the company’s goals.”(Freeman, 1984) The range of stakeholders includes the business owner, customers, employees, and suppliers. , also includes government, competitors, advocates of consumer interests, environmentalists, special interest groups and the media. Compared with the shareholders' supremacy theory, the stakeholder theory is different between the company's goals and the company's need to consider the interests of the people. The company's goal is not limited to the maximization of shareholders' profits, and the company must consider other than the shareholders. Stakeholder interests(Freeman, 2010)
Friedman carried out a comprehensive criticism of CSR at that time and pointed out that if the company has social responsibilities, the only responsibility is to “use its resources and engage in increasing its scope within the scope of regulations and systems. Its profit activities." In addition, companies are not obliged to assume social responsibilities beyond the interests of shareholders. If society requires companies to assume this so-called responsibility, this will not only harm the interests of shareholders, but may even threaten the "foundation of a free society."(Friedman, 1962 )

2.3 Carroll’s Pyramid of Corporate Social Responsibility(CSR)

Carol regards corporate social responsibility as a structural component, which relates to four different levels of corporate social relations. These are the specific stages of a firm's business, society's organizational economic, legal, ethical, and charitable. On the expectations.(Crane & Matten, 2016)
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Figure 1: Carroll’s Pyramid of Corporate Social Responsibility (Crane & Matten, 2007)

2.3.1 Economic Responsibilities

In the aspect of economic responsibility, enterprises are striving to increase their wealth through the management activities based on their own profitability. The people have higher expectations for the company, require the company to be responsible for various commercial activities and have more Return.(REGO, A., LEAL, S. and PINA, E.C., 2011)
Nongfu Springs is one of the largest water companies in China. The company is a drinking water producer with eight high-quality water sources. In the "China Top 500 List of Private Enterprises" published on August 25, 2015, Nongfu Springs Co., Ltd. obtained 465 rankings with a revenue of 10.5 billion. According to statistics, the income growth rate of Nongfu Spring Co., Ltd. in 2014 was 3.4%, and its CAGR was 19.1% from 2010 to 2014. It shows that the company continuously expands its profitability and provides shareholders with better returns. (Nongfu Spring , 2017)Not only for the company to create profits, but also for the growth of social wealth, to contribute to create a better economic environment, it shows that the company has a good commitment to economic responsibility.

2.3.2 Legal Responsibilities

Since the society has allowed companies to take up the aforementioned production responsibilities and fulfill the relevant social contract, then society will formulate some basic rules, namely the law, and at the same time hope that enterprises will carry out activities within the framework of the law. The legal responsibility of this company must be borne by it. Even if the other three social responsibilities cannot be fulfilled, it must be performed unconditionally.(LIPINSKY, D.A. and IVANOVA, T.N., 2017)
The "Infectious Diseases Prevention and Control Law of the People's Republic of China" consists of nine chapters and eighty articles, ten of which are closely related to drinking water. The content defines the types of legally mediated infectious diseases, and stipulates the legal responsibilities of the health administrative departments, water supply units, and wading products manufacturing enterprises at all levels and the legal responsibilities for dereliction of duty. Although there is no direct regulation of drinking water, the water environment is one of the objects to be protected. Nongfu Springs, a company that produces drinking water, also produces many different kinds of drinks, such as a sports drink. The company needs to strictly comply with the government's safety regulations for the establishment of drinking water while producing these drinks. For example, the content of certain elements cannot be exceeded. (Nongfu Spring , 2017) The quality of water must be guaranteed. This is the legal responsibility that the company must bear.

2.3.3 Ethical Responsibilities

Ethical responsibilities In general, ethical responsibilities and legal provisions complement each other. Legal responsibilities are the biggest responsibility in transaction costs, and ethical responsibilities are self-restrained responsibilities. Ethical responsibility is usually the kind of activities and behaviors that social members expect or prohibit, but have not yet formed legal provisions.(MCGINN, R., 2010)
In 2005, Nongfu Springs was ready to launch new high-end water products and high-end glass bottles. And ready to price it at 35 to 40 yuan / 750ml (Nongfu Spring , 2017). Although it is high-end water, the high pricing is normal, but it also includes the company's attitude toward moral responsibility. This reflects the company's attitude towards consumers. The higher the price, the more the company prefers to make profits without taking into account the value of the product itself.

2.3.4 Philanthropic Responsibilities

Charitable responsibilities are some of the voluntary activities of companies, such as charitable activities. These behaviors reflect the public's expectations of the company. These activities are voluntary, non-compulsory, not legally required, nor are they placed on the general ethical expectations of the company, but only on the willingness of the company to engage in these social activities.(CAI, Z. and AGUILAR, F.X., 2014.)
On May 12, 2008, after the Sichuan Wenchuan Earthquake, Nongfu Spring joined the parent company Yangshengtang Co., Ltd. for the first time to participate in earthquake relief work. Chairman Zhong Wei went “8 days and 7 nights” to direct the company to disaster relief, Nongfu Spring and health Tang Co., Ltd. has donated 25.33 million yuan of materials and funds to the affected areas. Because this behavior was awarded "Outstanding Contribution to Charity"(Nongfu Spring , 2017). It also shows that the public’s expectations of the company are high. The society expects the company to do more good.

2.4 Water Quality in privatization

After the water company privatizes, some companies will deviate from the basic principles of corporate social responsibility. It will become more profitable for the main purpose. For example, the quality of water, some points of the water is polluted, but private companies to save the cost of purifying water will ignore the pollution. Water privatization is more profit-making for those interest groups, so it will pay less attention to who's quality problems.

2.5 Sustainability

Sustainability is a state or process that can last long. Often affected by the environment, the economy, the behavior of human society can also affect sustainability.(DELAI, I. and TAKAHASHI, S., 2011)
2.5.1 Sustainability and Privatized Water Companies

Drinking water pollution in China is a small part of the factors that can affect sustainable development. The main reason is water resources that are in short supply. Water supply is facing challenges. Due to water pollution and rapid economic growth, the demand for water has also become a challenge. On average, China annually lacks 40 billion tons of water. Although the government is implementing a five-year plan to spend RMB 410 billion to provide safe drinking water to residents of all cities and towns through the improvement of public water system facilities, this method is not suitable for high-speed development in China (Nongfu Spring , 2017). Urban expansion will exceed the speed of improvement of the public water system. And purifying contaminated water requires a lot of energy, and expensive chemicals. Then we need to maintain the sustainability of water supply. China's urban water supply system has problems such as large energy consumption and high operating costs, which seriously restricts the development of the water supply industry(Nongfu Spring , 2017). The 21st century is a century of development. Energy shortages and the lack of fresh water will become increasingly prominent. For the urban water supply industry, this is a challenge and an opportunity. Therefore, solving the problems of great energy consumption and high cost has extremely important practical significance for the sustainable development of the water supply industry.

2.6 Advantages and Disadvantages of a privatized Water industry

With regard to advantages, the privatization of water conservancy can well break the existing monopoly pattern, which means that more competitors will join the market and can help the market adjust prices. The increase in competitors will result in faster product quality updates. If you do not improve quality, you will soon be eliminated by other competitors. As more companies participate in this market, it may also bring about rapid development of the upstream and downstream.

 When it comes to shortcomings, the privatization of water conservancy is the most unfavorable to the people because of rising prices. Privatized enterprises are more profit-oriented, and prices are definitely higher than before. And once the market is broken by hot money, the quality of water is not guaranteed and it is easy to create safety hazards. The most obvious example is in 1998, Bolivia was forced to privatize water in the three major cities because the World Bank refused to guarantee its loans. As a result, the water price has doubled. It eventually led to people’s uprisings.

  2.7 The future of Water Supply

Thanks to the rapid development of the Internet of Things and the Internet of Things, the future water supply will become even stronger.

 Weipaige's self-developed water supply management platform can ensure the safety of water supply. And can solve the industry's low level of intelligence, poor operation and maintenance management. Huawei and Wipeger jointly innovate smart water solutions and connect water supply equipment and various types of sensors through an immense gateway with powerful edge computing capabilities and an open architecture. Cloud management architecture and agile controllers with over one million device management capabilities are provided. Equipment management, computing resource management and application management functions, and through the open interface docking with Wipegger smart water supply management platform and system, through real-time collection of water supply equipment operation data, combined with cloud big data analysis platform, can fully understand the water supply equipment The 'health indicators' of components enable preventive maintenance of water supply equipment, which will significantly increase the uptime of the water supply equipment and make the water supply safer.(Shaosen Wang, 2017)
  2.8 Corporate Citizenship

Corporate citizenship is simply the corporate image of the company in society. In the course of business activities, companies need to base their efforts on the environment and human well-being and follow the principles of providing quality products and services to their customers. Conscientiously assume social responsibility so as to realize sustainable linear development.(STOLZ, I., 2014)
The privatization of water affairs is difficult in terms of realizing corporate citizenship. Privatized water companies cannot fully assume all responsibilities in terms of corporate social responsibility.

It may be more for shareholders than for all stakeholders.

In the Yaan earthquake of 2013, Nongfu Springs donated 10 million yuan to the disaster-stricken area, of which 5 million yuan in cash and Nongfu Spring worth 5 million yuan were used to drink natural water. This is a typical example of assuming social responsibility. It is also considered by the people and has achieved corporate citizenship.(Nongfu Springs, 2013)

3.0 Conclusion

Carol's corporate social responsibility pyramid reflects the four social responsibilities that water companies need to assume for privatization. They are economic, legal, ethical, and philanthropic. In terms of sustainability, the lack of water resources is not very sustainable. The privatization of water companies will increase the price of the market and bring more participants. Can improve the development of the upstream and downstream. But at the same time, it will also increase the price of water and cause the people to have a greater burden. With regard to the issue of water supply, more advanced technologies will provide better and safer water supply in the future. The realization of corporate citizenship makes it very difficult, but does not prevent the company from wanting to achieve corporate citizenship.
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