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[bookmark: _Toc7466104]Executive Summary
This report will attempt to,
· Strictly assess the role of water and privatization companies in England and Wales in the Carol Corporate Social Responsibility Pyramid.
· Evaluation of the sustainability initiatives of the water and privatization companies in England and Wales.
· Analysis of the strengths and weaknesses of the privatization of water companies in England and Wales.
· Check the privatized water company according to the "extended view" of the corporate citizen.

All academic materials in this report are original academic journals and books.

This report will discuss the impact of privatization on the water industry in England and Wales.

Firstly, discuss the position of the company in the environment through the differences between shareholder theory and stakeholder theory.
Secondly, through the theoretical model of the CSR pyramid, the economic, legal, ethical and charitable aspects of the impact of privatization on the industry.
Thirdly, discuss the impact on the ecological environment after privatization through the company's environmentally friendly behavior and determine the future direction of development.
Fourthly, it discusses the advantages and disadvantages of the industry caused by privatization.
Fifthly, through the expansion of corporate citizenship, it is determined that the company does not harm human rights because of its interests.

Finally, some constructive comments were made on the development of the industry.
[bookmark: _Toc7465892][bookmark: _Toc7466105]1.0 Introduction 
The importance of water resources is that all living things are inseparable from water, especially fresh water. On Earth, only 3% of the water is fresh water; there is less fresh water to support life activities, only 1%. (Usgs.gov, 2019) Freshwater is a renewable resource, but with the impact of human activities such as population growth, rapid urbanization, and over-industrialization, hygienic and healthy freshwater is rapidly decreasing. (Sustainabledevelopment.un.org, 2015)

Background of water industry in England and Wales
For many countries and regions, the water industry is a public utility, which means that the treatment of sewage and the redistribution of clean water are funded by taxpayers and serve taxpayers. The privatization of water means that the water industry is separated from the public sector and taken over by private companies for profit. (Lombardo, 2015)
In England and Wales, private water companies have always existed in the water supply industry. For the UK's private water company, 1989 was a milestone. In order to promote the liberalization of the British economy after Margaret Thatcher and his Conservative Party won the election, the governments of England and Wales permitted the privatization of 10 Regional Water Authorities established by the 1973 “The Water Act”. 



[bookmark: _Toc7465893][bookmark: _Toc7466106]2.0 Main Findings
[bookmark: _Toc7465894][bookmark: _Toc7466107]2.1 What is Corporate social responsibility (CSR) ?
CSR is a kind of voluntary behaviour of enterprises. It can be small or large, and it belongs to CSR from saving electricity to environmental protection. It is based on law but above the law. (Wood, 1991) CSR does not always bring direct benefits to the business, it may require the company to abandon some of the benefits. (Carroll, 1991) For example, in order to protect the environment, sewage needs to be treated to a certain standard before it can be discharged, which increases the production cost of the enterprise.
 
However, CSR is necessary for the company. CSR encourages companies to have a positive impact on the environment and stakeholders. Positive public relations and high ethical standards from CSR increase long-term profitability and shareholder trust, and reduce business and legal risks by being responsible for corporate actions. (Farrington, 2017)

[bookmark: _Toc7465895][bookmark: _Toc7466108]2.1.1 Stakeholder theory 
Freeman (1984) believes that the organization's stakeholders include anyone affected by the company and its operations. They are "groups where organizations that no one supports will cease to exist." This includes employees, customers, suppliers, financiers, communities, government agencies, political groups, industry associations and trade unions.
[bookmark: _Toc7465896][bookmark: _Toc7466109]2.1.2 Shareholder theory 
Friedman (1962) believes that the company is only a collective for shareholders and their own profits. As for the social responsibility generated by the company's operations, it should be assumed by the shareholders in a private capacity, rather than the company's collective capacity. An enterprise has only one social responsibility: use its resources and participate in activities designed to increase profits, as long as it complies with the rules of the game, that is, participation in public and free competition without deception or fraud. 
In other words, organisation operations cannot be illegal and must be profitable for shareholders.
[bookmark: _Toc7465897][bookmark: _Toc7466110]2.1.3 Comparison
Clearly, Freeman's stakeholder theory is contrary to Friedman's shareholder theory.
Freeman's point of view is that when the organization is placed in a balanced environment, the organization follows the balance of the environment and integrates into it, which is conducive to the long-term development of the organization.

Friedman’s point of view is that organizations must accumulate as much wealth as possible for shareholders and themselves without violating the law. In order to ensure the maximum benefit, the organization is likely to overdraw its credibility when it is running.

[bookmark: _Toc7465898][bookmark: _Toc7466111]2.2 Pyramid of Corporate Social Responsibility 
According to Carroll (1983), any form of corporation must assume 4 types of responsibilities. From shallow to deep, the four types of responsibilities are Economic responsibilities, Legal responsibilities, Ethical responsibilities and Philanthropic responsibilities.
[image: ]
Figure 1: Carroll’s CSR pyramid (Dudovskiy, 2012)
[bookmark: _Toc7465899][bookmark: _Toc7466112]2.2.1 Economic responsibilities 
For every corporation, the economic responsibilities are the most basic, because the premise of the corporation is to create value. However, water resources are a necessity for human survival activities, and the extra value it produces is both good and bad.
Since 1989, the water industry in England and Wales has changed from public to private, not only without net debt, but has accumulated 42 billion pounds of wealth in the past 30 years. (Ford and Plimmer, 2018) But according to a report released by the National Audit Office in 2015, the average household water fee in England and Wales actually rose by 40% since the privatization of water in 1989. Even the poll conducted in 2017 showed that 83% of the UK public is in favour of renationalizing all water services. (Hutton, 2018)
[bookmark: _Toc7465900][bookmark: _Toc7466113]2.2.2 Legal responsibilities 
Legal responsibilities are the legal and industry rules that companies must comply with. (Dudovskiy, 2012) 
The British government has created three new regulatory agencies in the process of privatization of water: the Drinking Water Inspectorate (DWI), which monitors the quality of drinking water; monitors river and environmental pollution, prevents major river flood risks, and protects freshwater fisheries and water. The National Rivers Authority (now the Environment Agency and Natural Resources Wales) for resource management and the natural environment; the Water Services Regulation Authority (Ofwat) responsible for developing freshwater prices and overseeing the performance of privatized water companies.
All water industry companies in the UK must follow the rules set by these three agencies. If they violate the rules, they will face penalties. The degree of punishment depends on the degree of violation. For example, Thames Water received a £20.3 million ticket for continuing to discharge untreated sewage directly into the Thames. According to statistics, the amount of sewage discharged is an unprecedented 1.4 billion litres. The sewage has caused great pollution to the Thames and its tributaries and land. As a result, residents, farmers and wildlife have been seriously affected, and many birds and fish have died. (Carrington, 2017)
[bookmark: _Toc7465901][bookmark: _Toc7466114]2.2.3 Ethical responsibilities 
Ethical responsibilities include the general economic and legal expectations of society for corporations. (Carroll, 1991) 
The impact of rainfall is a must for every water industry company. The extra water can cause pollution, risk and waste during the rain. Sewage that has not been treated in time will overflow with the rainwater, although it will be diluted but will pollute the environment. If the extra water brought by rainfall is not handled in an efficient manner, the overflowing water will not only be wasted, but also increase the risk of flooding. British Water has made improvements in water collection technology to address this potential risk. In England and Wales, between 2000 and 2005, 4,700 spill sites reached their standards in England and Wales. (Assets.publishing.service.gov.uk, 2000)
[bookmark: _Toc7465902][bookmark: _Toc7466115]2.2.4 Philanthropic responsibilities 
Philanthropic responsibilities are charitable acts for the benefit of society and are characterized by their voluntary nature. (Balch, 2017) In other words, philanthropy is a good thing, but it is not something that companies must do.
Water is one of the resources that every British family consumes. According to statistics, in 2013, water fees accounted for 2.3% of the average household expenditure. But for the poorest 10% of households, this percentage rose to 5.3%. For poor and highly indebted customers, the UK Water Company will provide financial assistance (BBC News, 2017) For example, Thames Water's shareholders have set up a charity called Thames Water Trust Fund and have donated more than £6 million. . Through the agency, Thames Water funds its customers who cannot afford to pay their basic living expenses bills. The main method is to provide subsidies to the organizations where the poor customers are located, and the poor customers receive the subsidies through loans and money. (Thameswater.co.uk, 2019)

[bookmark: _Toc7465903][bookmark: _Toc7466116]2.3 Sustainable development of water resources 
Water resources are one of the necessities for human survival. Especially after urbanization, densely populated gathering places have greater demand for sustainable development of water resources. (Ellis, 2013)
[bookmark: _Toc7465904][bookmark: _Toc7466117]2.3.1 Sustainable development & privatization of water supply
For private water companies in the UK, the concept of sustainable development runs through the entire service process. For example, Yorkshire Water consumed 578 GWh of electricity in 2015/16 and produced 65 GWh of renewable electricity, mainly by using the calorific value of sewage sludge. (Yorkshire Water, 2019)
[bookmark: _Toc7465905][bookmark: _Toc7466118]2.3.2 The future of the UK water industry
In England and Wales, the water company proved that privatization was a good change 30 years ago. Users can get clean drinking water, reliable sewage treatment and environmental protection by paying £1 per person per day. According to statistics, about 90% of customers expressed satisfaction with services from water companies, and 86% of the public said they trusted their water company. (Roberts, 2018) 

Therefore, this is a virtuous circle. The UK government can support the privatization of water companies in Scotland and Northern Ireland. Correspondingly, however, it is also necessary to increase supervision of the residents of Scotland and Northern Ireland to use better water than it is now, and to ensure that the environment in Scotland and Northern Ireland is better than it is now. 

[bookmark: _Toc7465906][bookmark: _Toc7466119]2.4 Advantages and disadvantages of privatization of water supply
[bookmark: _Toc7465907][bookmark: _Toc7466120]2.4.1 Advantages 
There is no doubt that the public can use better water resources when the water supply is privatized. (Millsap, 2016) When the water supply is managed by the government, or when the water supply is monopolized by the government, the quality of the water that the public receives is perfunctory because of bureaucracy. However, when a water company operating for profit is present, the public can actively choose the water source instead of passively accepting it as before. In order to obtain the loyalty of the public as a customer, the water company wants to sell the water as a good and inexpensive product to the customer.
[bookmark: _Hlk7377486]In addition to providing customers with quality and low-cost water, the presence of private water companies can also help save water. According to OFWAT, the leakage water in England and Wales has dropped significantly from 228 litres/property/day in 1994/95 to 141 litres/property/day in 2006/07, saving water for 10 million people. demand. (OFWAT, 2006)
[bookmark: _Toc7465908][bookmark: _Toc7466121]2.4.2 Disadvantages 
The shortcomings of privatization of water are different for countries with different levels of development.
For developing countries, the difficulty in implementing water privatization lies in the public's perception of water resources. The public in most developing countries still believe that water companies are only processors, not producers. For example, in 1999 the Nigerian government rejected the assistance of the World Bank’s International Finance Corporation (IFC) because the public in Nigeria believed that buying water as a public resource was unreasonable. (Vidal, 2015)
For developed countries, water resources as a country's state-owned resources and human survival necessities, its lucrative but most of its profits are not owned by the state, and it is easy to lead to the loss of wealth. For example, Singapore government’s sovereign wealth fund owns a 26% stake in Yorkshire Water. (Armitage, 2014)
[bookmark: _Toc7465909][bookmark: _Toc7466122]2.4.3 Should the water industry be state-owned or private?
It is not difficult to find that water privatization has advantages and disadvantages. It can effectively provide clean water to the public and reduce mortality. But it also increases the burden on the public, which is a violation of their human rights for those who are already poor. (Lombardo, 2015)
Therefore, the water industry, whether it is state-owned or private, cannot solve its problems perfectly. With reference to the policies of England and Wales, the water supply industry can be taken over by the private sector, but the management of the water industry must be a government agency. This system can effectively provide the public with cheap and high-quality tap water, and can guarantee that most people can afford it.

[bookmark: _Toc7465910][bookmark: _Toc7466123]2.5 Corporate Citizenship
[bookmark: _Toc7465911][bookmark: _Toc7466124]2.5.1 Extended view of Corporate Citizenship
Corporate citizenship refers to the responsibility of enterprises to society. Its purpose is to improve the living standards and quality of life for the surrounding communities while maintaining the profitability of stakeholders. The existence of corporate citizenship expansion can promote the promotion of CSR in the industry and eliminate those backward enterprises through benign competition and circulation. (Hayes, 2019)
The expansion mainly includes three aspects, they are social rights, civil rights and political rights. (Crane & Matten, 2010)
[bookmark: _Toc7465912][bookmark: _Toc7466125]2.5.2 Water corporation and the expansion of corporate citizenship
[bookmark: _GoBack][bookmark: _Toc7465913][bookmark: _Toc7466126]Treating sewage is a bitter and tiring job, so bad companies will illegally buy slaves as labour. But this situation is banned in Anglian Water. The contract between Anglian Water and all of its employees is based on the United Nations Declaration of Human Rights and the International Labour Organisation Conventions. Anglian Water conducts a rigorous review of the agencies that hire its employees to ensure they comply with all legal requirements. For employees in the establishment, Anglian Water will provide them with all the benefits they are entitled to, such as sick pay and vacation pay. (Anglianwater.co.uk, 2017)
3.0 Conclusion
Based on CSR, this report discusses the impact of water privatization in England and Wales through shareholder theory & stakeholder theory, CSR pyramid theory, sustainability and corporate citizenship.

This report is analysed through the CSR pyramid theory. On the economic front, water has indeed accumulated a lot of wealth after privatization, but this is based on the increase in public fees. On the legal front, the governments of England and Wales established DWI, NRA and OFWAT to regulate water companies and impose fines on violations. Morally, privatized water companies have improved water collection systems in England and Wales to ensure that pollution and flooding do not occur due to rainfall. In terms of philanthropy, the privatized water company set up its own trust fund to help its customers who could not afford the necessities of life.

In terms of sustainability, this report also analyzes private water companies in England and Wales. Yorkshire Water collects heat from the treatment of wastewater and reduces energy consumption. The privatization of water has given the industry a virtuous circle, and the governments of Scotland and Northern Ireland can learn from experience.

The report also discusses the strengths and weaknesses of water privatization. The benefit is that it increases the public's choice and quality of water, as well as reduces waste. The downside is to increase water bills and profit outflows.

Finally, this report also discusses the impact of Corporate Citizenship on private water companies. Taking Anglian Water as an example, despite the private sector, companies in the water industry still do not violate human rights because of their interests.


[bookmark: _Toc7465914][bookmark: _Toc7466127]4.0 Suggestion 
According to the analysis of this report, there are the following suggestions:
1. Private water companies in England and Wales, the government's regulatory agencies and the local public have a good relationship and continue to maintain.
2. Private water companies need adjustments in pricing and trust funds. Water is a necessity for human survival, so for humanitarian reasons, companies should give more benefits to the public.
3. The company is doing a good job in environmental friendliness, but progress is necessary. Improving the environment not only saves resources, but also ensures the safety of residents' lives.
4. In terms of industry competition, companies are competing in a good cycle. This kind of atmosphere can promote overall progress, both to increase the positive image of the company and to the public.
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