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Executive summary

This report will discuss:
1. The critical evaluation of water privatisation companies through applying Carroll’s Pyramid of Corporate Social Responsibility
2. The regulation of water privatisation in the UK
3. The sustainable issues of water sustainability 
4. The development of water privatisation in modern day

This report introduces the background of water development in UK and the development of water privatisation in England and Wales. There is the definition of Corporate Social Responsibility. This report critically analysis the water privatisation through applying Carroll’s Pyramid, which include economic responsibility, legal responsibility, ethical responsibility and philanthropic responsibility. And there are some examples to take part in evaluating. In addition, shareholder theory and stakeholder theory are discussed in this report to support the analysis of water privatisation. What’s more, this report make analysis for the sustainable issues of water, which is evaluated by analysing the quality of water, the regulation of water, and the future of water supply. There is information which is about the management of water privatisation in UK and Wales. There are the resources of water, the current situation of water resources. Water shortage will be a huge problem. How does the government deal with water serious situation and the prediction of future water shortage issues will be shown in report. Furthermore, there are discussions about the benefits and drawbacks of water privatisation. 

All the research method is secondary research. All the information resource is for nooks, journals, and website. 
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[bookmark: _Toc7427985]1.0 Introduction
[bookmark: _Toc7427986]1.1 The background of UK water 
Water services in England and Wales are similar to the most European countries. Services were taken over by local governments since the late 19th century, and a mixed model development with individual sector water companies, few large inter-municipal operators, and only a few privatised water companies have the highest return on profits of 5% (Libcom.org, 2006). ‘Today, almost everyone in England and Wales receives their water and sewerage services from the ten water and sewerage companies and 13 water only companies.’ (Ofwat.gov.uk, 2015, p.3).
[bookmark: _Toc7427987]1.2 The objective of this report
1. The evaluation of water privatisation companies through applying Carroll’s pyramid of CSR, stakeholder theory and shareholder theory
2. The discussion of water sustainability-the quality of water, the future of water supply
3. The advantages and disadvantages of water privatisation












[bookmark: _Toc7427988]2.0 Main Body
[bookmark: _Toc7427989]2.1 The definition of CSR
‘CSR defines society in its widest sense, and on many levels, to include all stakeholder and constituent groups that maintain an ongoing interest in the organization’s operations’ (Werther and Chandler, 2005 p.6). CSR include corporate, social, and responsibility. CSR covers the relationship between corporations and the societies with which they interact. CSR also include the responsibilities that are inherent on both sides of these relationship. CSR defines society in its widest sense, and on many levels, to include all stakeholder and constituent groups that maintain an ongoing interest in the organisation’s operations (Matten and Moon, 2008).

[bookmark: _Toc7427990]2.2 Carroll’s Pyramid
According to Visser (2006), the Carroll’s pyramid model had been tasted and been supported by the professional institutions. Therefore, CSR can be analysis through applying Carroll’s pyramid. 



Figure 1: Carroll Pyramid (Carroll, 1983)

According to Carroll (1983), Corporate social responsibility involves the conduct of a business so that it is economically profitable, law abiding, ethical and socially supportive. Carroll’s four parts definition of CSR was originally stated that ‘Corporate social responsibility encompasses the economic, legal, ethical, and discretionary expectations that society has of organizations at a given point in time’ (Carroll, 1991). 

Economic responsibility states the responsibility of business is to produce goods and services which are needed by society and sell them to make profits (Carroll, 1991).  If a company can be defined as a successful company, this company must be consistent with above principle. There are a lot of water company followed this principle and achieve the great financial performance. Nestle get profits increase between 2017 and 2018. There are $7,511 profits in 2017 and $10,468 in 2018 (Nestle.com, 2019). Not only that, all the sales of Nestle are more than 80,000mCHF (Nestle.in, 2019). On the contrary, there is unsuccessful company. For instance, a revenue decreases in Coca cola company, which is from $10,376m in 2017 to $9,286 in 2018, (Img.coca-colafemsa.com, 2019).

The legal responsibility concerned that businesses must follow the law and operate by the rules of the principle (Carroll, 1991). From the above point of view, a firm must follow the law to operate the company and all the operations and products must be above the lowest requirement of law. For instance, Macquarie left Thames Water with an extra £2bn debt burden, relevant investors controlled the UK’s biggest privatised water company. Martin Blaiklock concluded that under Macquarie's control, relevant investors and privatised water firms received an average total return from Thames Water of 15.5-19 per cent a year. Very little money has been invested in environmental protection, leading to serious water pollution. From 2012 to 2014, Thames water and other rivers produced vast amounts of pollution from untreated sewage. The Environment Agency sued Thames Water for pollution. In March, the company was fined 20m, a record for such violations (Robinson, 2017). Apparently, these relevant privatised water company do not follow the Carroll’s Pyramid model of CSR. 

Ethical Responsibility is that the ethical responsibility is made of what is generally expected by society over and above economic and legal expectations (Carroll, 1991). Ethical responsibility is more than economic dimension, it is more focus on the ethical, and the donation for the society and community. Some firms have a great performance in this aspect. For example, Coca cola company has fully made measure on track with environmental protection. In 2018, Coca cola company have achieved average 40% of total packaging recovered for recycling, 30% water use reduction in operations, and 50% less direct carbon emissions (Coca-colahellenic.com, 2019). Nestle also devoted to environment protection. From 2002 to 2017, Nestle reduced 43% the usage of energy, 51% water usage, 51% greenhouse gas (Nestle.com, 2019). 

Philanthropic responsibility is in the top of the pyramid, which focuses on more sumptuous things such as the improvement of life quality of employees, local communities and ultimately society in general (Carroll, 1991). The company volunteered to participate in some charitable projects and make contributions to the society. For instance, Scottish Water employees raise thousands for WaterAid and Highland Hospice through completing an epic 500-mile cycle around the Highlands (Scottishwater.co.uk, 2018). Affinity water raise important funds for WaterAid’s work and donate funds through annual Ricky Road Run held in Rickmansworth to WaterAid projects overseas. Affinity water has raised £6,105,028 through the customer campaign. This has enabled over 407,000 people to gain access to clean water (Affinitywater.co.uk, 2019).
[bookmark: _Toc7427991]2.3 Stakeholders and Shareholders
Freeman defines a stakeholder as: ‘Any group or individual who can affect or is affected by the achievement of the firm’s objectives.’ (Phillips, 2003 p.479). Stakeholders are those individuals or groups who depend on an organization to fulfil their own goals and on whom, in turn, the organization depends (Johnson, et al, 2011). Stakeholder include suppliers, competitors, government, political groups, shareholders, financial community, activist groups, customers, customer advocate group, unions, employees and trade associations (Garvare and Johansson, 2010). 

In terms of stakeholder theory, the decision which is made by manager is influenced by stakeholders. The administrators need to focus more on the expectation of stakeholders. On the one hand, the strengths of this is to urge to work harder. On the other hand, this poses a challenge as there are many different stakeholders with different, perhaps conflicting, expectations. In order to satisfy the expectations of stakeholders as much as possible, the cost of company will be higher, and the economic pressure will increase.

Shareholder theory defines the primary duty of a firm's managers as the maximization of shareholder wealth (Friedman, 2006). Shareholder theory holds that shareholders prepay capital to the managers of a company, and managers can only use the company's capital in a way authorized by shareholders (Smith, 2003). 

The shareholder theory pays more attention to take full advantage of existed resources and then increase profits as much as possible within law. In this theory, the social responsibility should be taken by shareholders and the shareholders can gain the most of profits. 

Coca cola company tend to the stakeholder theory. This company pay more attention to the employees and customers. For instance, Coca cola company usually make surveys to ask employees about their opinion about the company. There are 92% key employees in key positions. Employee engagement index achieve 89% and value index is 91% (Coca-colahellenic.com, 2019). All these data show this company pay close attention to employees. What’s more, Coca cola had achieved keep customer partnership and shared growth, creating satisfaction and economic benefits and improving product accessibility in 2017. Coca cola state that the rate of satisfying and exceeding customer expectation reached 94.2% (Coca-colahellenic.com, 2019). In addition, Coca cola take part in community investment. It invests long-term programs which include youth development, environmental and water steward ship, and community will-being. Besides, there are a lot of partnership with this company (Coca-colahellenic.com, 2019). In 2017, Coca cola work with more than 300 non-governmental organizations and non-trade partners in 28 countries, including the International Federation of the Red Cross, World Wide Fund for Nature, Junior Achievement, Teach for All and the Global Water Partnership (Coca-colahellenic.com, 2019).
[bookmark: _Toc7427992]2.4 The sustainability of water resources
Sustainability is defined ‘The long-term maintenance of system according to environmental, economic and social considerations’ (Crane and Matten, 2016, p.33). 
[bookmark: _Toc7427993]2.4.1 Sustainability and Privatised Water firm
In England and wales, water and wastewater services were transferred from the public sector to the private sector in 1989. The strategy is to privatize the ownership and management of public assets. Ten private water and wastewater companies have been set up in England and wales. There are small water companies that have been in private hands for years (Black & Veatch, 2019). 

‘At Anglian Water, we cover the largest geographical area in England and Wales. We employ 5,000 people and supply water and water recycling services to more than six million customers in the east of England and Hartlepool.’ (Anglian Water Services, 2019). Anglian points that sustainability is how they do business at every day. Anglian deliver clean water which is the highest standards to millions of homes and businesses (ensuring a fair share for nature and agriculture) while minimizing influence on the environment. 

‘Love Every Drop’ is the sustainable strategy of Anglian Water company. In this strategy, Anglian develop with ten goals to achieve sustainability, which include 

Table 1: Sustainable goals 
	no incidents 
	no pollutions
	get it right first time, every time, zero waste
	100% of their customers very satisfied with their services
	Reduce their operational carbon emissions by 10% in real terms by 2015 from 2010 baseline

	no accidents
	leading employer in their region
	Frontier performer in their industry 
	Halve their embodies carbon in new assets they build by 2015 from a 2010 baseline
	Effective management if the impact of growth and climate change in their region


(Anglianwater.co.uk, 2019)
[bookmark: _Toc7427994]2.4.2 The quality of Water
Drinking Water Inspectorate regulate the quality of water in England and Wales. The standard of water is concerned by the European Union Drinking Water Directive. Local authorities act as the regulators for private water supplies must follow the Private Water Supplies Regulations. The Drinking Water Inspectorate is to guarantee the Drinking Water Directive requirements are met in England and Wales. Independent reassurance can be provided which is public water supplies in England and Wales are safe and drinking water quality is acceptable to consumers (Dwi.defra.gov.uk, 2019).

In England, there are more than 572,000 people who relied on privatised water. Despite the very high quality of public water supply in the UK in 2017, 5.5% of privatised water tests did not meet EU and national standards. In wales, there are about 80,000 people who use privatised water. The quality of wales' privatised water supply remained a concern in 2017, with 4.7 per cent of tests in 2017 failing to meet EU and national standards. however, it’s an improvement over the 9.6 percent test failure in 2010. (Dwi.defra.gov.uk, 2017). 
[bookmark: _Toc7427995]2.4.3 The future of water supply
Britain is at risk of water shortages. By 2050, Britain will be running out of water. There are 20m people who will lose water every day (McGrath, 2018).
The British government point that water resources should be allocated efficiently in order to cope with the anticipated impacts of climate change and to achieve water quality objectives. The government allows the redistribution of existed water resources and provides access to water for new water users, including new entrants to water markets. In addition, the government welcome Ofwat’s introduction of long-term plans and strategic direction statements by water companies into the review of water price limits (PR09) (GOV.UK, 2018). 
[bookmark: _Toc7427996]2.5 The benefits and drawbacks of Privatisation 
[bookmark: _Toc7427997]2.5.1 Benefits
Lombardo (2015) point that water privatisation can help to improve the overall water supply. Billions of people drink polluted water every year. By privatizing water, many communities will get better water because profits will come from clean water rather than dirty water. In addition, water privatisation can reduce mortality. Privatised water companies must guarantee the quality of water to gain more profits. More clean water means more health (Lombardo, 2015). What’s more, the privatisation of water can increase efficiency and then improve water distribution. 
[bookmark: _Toc7427998]2.5.2 Drawbacks
Water privatisation might lead to low income people could be without water (Lombardo, 2015). The price of privatised water usually is higher. In water privatization system, the people who can pay for water will get it. Those who cannot afford water and cannot find public assistance will have no water. In addition, it could cause higher and lower services. Privatization of water has been tried in several communities in previous. These communities have had to re-use water systems to make them public services again due to poor water quality and the lack of implemented customer services. a lot of communities complain that water prices rise when water is privatized (Lombardo, 2015).


















[bookmark: _GoBack]





3.0 [bookmark: _Toc7427999]Conclusion
In summary, this has used Carroll’s pyramid to make analysis through for aspects: economic, legal, ethical, and philanthropical. In terms of economic, some water company can increase profits, like Nestle. On the contrary, some water company have loss, such as Coca Cola. As for the legal responsibility, there are the data which shows that although there is progress in the development of water privatisation, it also provides opportunities for relevant investors to make illegal profits. Therefore, government must focus more on these aspects and make adjustment in legal standards. In ethic and philanthropic responsibility, a lot of privatised water companies devote to protect environment and contribute on charity. Overall, if the legal requirements are improved, water privatization will be a good development in the future. In addition, there are research which is about water sustainability. There are some privatised water companies make sustainable strategy, such as Anglian Water company. Privatised water companies can guarantee the quality of water and then take measure to develop the sustainability, which also is a good sign for the development of water privatisation. In addition, the analysis of benefits and drawbacks in water privatisation shows that the water privatisation can develop better in the future. 
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