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1.0 [bookmark: _Toc60598617][bookmark: _Toc60685060]Introduction
Corporate social responsibility is a common term in the business world. CSR allows companies to embrace ethical practises and further advocates to motivating employees and valuing consumers by creating an environment that appreciates all stakeholders (Cuvilceva, 2012). This essay will critically analyse the solutions to ethical challenges in different organisations by using credible theory to support findings. The essay focuses on whether CSR reporting should be voluntary or mandatory for businesses. A deontological approach is a moral theory that is based around obligation and not the consequences of actions which reflects the mandatory approach of CSR reporting. This approach ensures that all businesses must report on the impact their operational practises have on social and environmental factors and how they are going to manage these impacts effectively (Corrigan,2010). In contrast, a teleological decision-making approach is usually an action that would result in a favourable outcome that is morally right, it gives more lenience and a more flexible approach for businesses and gives them a choice if they would like to participate in reporting CSR (Preston,2020).









[bookmark: _Toc60685061]2.0 The power of purpose.
It is important that every business harnesses the power of purpose, this can be identified through their purpose statement which reflects the businesses aims, needs and desires. While some companies discrete economic entities whose primary role is to produce goods, generate profits and pay taxes, other businesses are recognised as corporate citizens with similar responsibilities to society that individuals have (Lawrence, 2013). The purpose of a business has previously been perceived as generating money, but it is debatable whether all businesses exist for the sole purpose of making profit. A quote from (Friedman, 1982) stated, “There is one and only one social responsibility of business — to increase its profits.” In recent years the concept ‘profit for a purpose’ is fading due to the pursuit of profit alone not being enough in modern times. According to a Deloitte survey, 87% of executives believe companies perform better over time if their purpose goes beyond profit (Putter, 2019).

[bookmark: _Toc60685062]3.0 Eco-innovation.
It is predicted that “by 2030 both China and India will represent 66% of the global middle class population and 59% of middle-class consumption”. These statistics clearly reflect the future changes in purchasing power and consumption patterns, which will result in an increased demand for food, water and energy by approximately 50% in 2030 (European Commision, 2020). It is important that businesses adapt these changes of climate and resource scarcity to ensure the balance of supply and demand is efficient and to ensure they act responsibly. An example how businesses can approach this deontologically could be to adapt RECP: Resource Efficiency and Cleaner Production to their practises by using an integrated environmental strategy which advances production efficiency, environmental management and human development. The strategy focuses on a strengthened lifecycle perspective which looks at points of extraction to the point of disposal which helps tackle the crucial issue of resource scarcity (United Nations, 2015). If businesses do not act responsible and exhibit a lack of ethical behaviour, they can face a number of negative impacts such as lack of trust from both employees, customers and stakeholders. An example of this is the 2015 Volkswagen scandal, which resulted in Volkswagen being fined over seventy-five million after they installed over ten million cars worldwide with a defeat device that would falsely pass emission tests (BBC,2015). Since the scandal, Volkswagen share price in the stock market had dropped by 40% and the company had received a loss of consumer trust and interest (Jung, 2019). This example clearly demonstrates the detrimental effects unethical business practises have.
[bookmark: _Toc60685063]4.0 Corporate Social Responsibility.
Corporate Social Responsibility is the process through which a company takes responsibility for the whole of its value chain and its effects on social and economic factors, ensuring sustainability through sound business practises that promote accountability and transparency to stakeholders and society (Kule, 2014). Corporate philanthropy is mistaken many times for CSR but it is evidently only one element of CSR as it focuses on actions businesses can take to improve their communities and society, this often results in donations of money to charity (Petit, 2009). Unlike Philanthropy, in which the corporation is simply donating money, CSR engages with a practical approach to solving social and environmental issues. The concept has the ability to generate positive effects through entire industries (Taylor, 2016). Although there are multiple elements of CSR such as charity, corporate philanthropy and sustainability the concept of CSR has been formalised to reflect a business’s values to earth and society. 

The concept of CSR has attracted a range of criticism in recent years, the first being that CSR allows businesses to project positive brand image by engaging in CSR related activities in a minimum manner, but still proceed to publicise their CSR efforts (Aras & Crowther, 2010). Another criticism is that some businesses participate in CSR activities although these engaged activities contradict their business practises (Fernando, 2011). This includes instances where companies are addressing issues such as equality and focusing on fair working conditions for employees, but also actively engaging in outsourcing multiple business processes in developing countries where manual workers are employed at very low wages for extensive hours in very poor conditions (Cartka, 2004).







[bookmark: _Toc60685064]5.0 New direction for sustainability.
Accenture is recognised as being one of the worlds multinational professional technology service companies that offers strategic, tactical and operational consulting support. They have recently published their environmental responsibility policy report which guides organisations to have a wider purpose to their role in society (Accenture, 2020). The policy reflects the importance of CSR by using environmental management systems to help businesses enhance environmental performance and demonstrate continual improvement (Accenture, 2020). Another example of guidance for organisations to be more sustainable is The Well-being of Future Generations Act 2015 (Welsh Government, 2015). This act encourages a global responsibility for Wales and gives a legally binding common purpose for all public bodies to work together to improve the well-being of Wales, by adapting their business processes in line with the Act (Welsh.Government, 2015). 

[bookmark: _Toc60598618][bookmark: _Toc60685065]6.0 Position for voluntary sustainability reporting.
[bookmark: _Toc60598619][bookmark: _Toc60685066]6.1 Removes uniqueness from sustainable businesses. 
Some businesses have adapted sustainability practises within their business which differentiates them from competitors, the purpose of this is to create a long-term value for customers by considering and operating in an ecological, social and economic environment. Therefore, the use of a mandatory approach will remove uniqueness from sustainability focused businesses such as Patagonia, which is recognised as one of the most sustainable brands in the sports and the outdoor sector who have already pledged to be completely CO2 neutral by 2025 (Patagonia, 2020).  The effects of mandatory sustainability reporting may also result in a lot of pressure for smaller businesses to complete the standards, although they may have a minimal impact on the environment. 

[bookmark: _Toc60598620][bookmark: _Toc60685067]6.2 Transparency.
When considering other effects that mandatory reporting has on businesses, it is clear that it would result in liability for disclosures which could affect transparency. If businesses are required to report on specific topics then they will be legally responsible for the precision of what information they are disclosing, which will have a major effect on transparency within a business. Although the government and investors will be content with the reduction in disclosures, other stakeholders will miss the opportunity for open discussions of challenges and failures as well as strategies and positive performance (Dunstan, 2010). If CSR becomes mandatory, businesses will not have the freedom to opt into sustainability reporting which makes it difficult to measure, as it is subjective which may result in dishonest information. If businesses have an option whether they want to participate in sustainability reporting they will be more passionate and truthful about the information they are reporting, it clearly demonstrates the passion to participate. 

[bookmark: _Toc60598621][bookmark: _Toc60685068]6.3 Incentive Structure
 One major weakness of sustainability reporting is emphasis on quantitative rather than qualitative data. Sustainability reporting also reflects the limited scope for businesses to highlight positive impacts of their actions, which includes CSR activities and sustainability responsibility operational practises. Another concern about mandatory CSR reporting is the importance of avoiding a tick box system which results in a compliance-driven process, rather than a strategic driven process (Hohnen, 2012). It is also important to consider that it can be difficult to define a set of issues that are material to all companies and seek a framework or list of indicators that would be suitable to companies and stakeholders across all sectors (Hohnen ,2012). Some companies could argue that they are too equipped to enter the field of sustainability, because widening the audience and scope of work could lead to a loss of focus and identity for businesses (Oxford Business School, 2018). 

[bookmark: _Toc60598622][bookmark: _Toc60685069]6.4 Value chain assessments can be complex.
A sustainability report has minimum information requirements including information about GHG emissions, finite resource consumption, waste minimisation and management and climate change adaption actions (Gov, 2019). The use of a value chain assessment can be complex for larger businesses who have various product groups and business models, it would be a very time consuming and costly process for larger businesses. The criticism that sustainability reporting has received previously, reflects the number of indicators that are expected to define an organisations specific negative and positive impacts to the environment. The multiple number of indicators that are involved when completing a report is recognised for being burdensome for businesses (Thurm, 2014).

[bookmark: _Toc60598623][bookmark: _Toc60685070]7.0 Position for mandatory sustainability reporting.
[bookmark: _Toc60685071]7.1 Competition.
As there are no current standards for CSR reporting, it misses the opportunity for businesses to compete against each other, which will essentially motivate businesses to be more green economy focused. There are currently no standards with CSR reporting, which makes it difficult to compare how socially responsible business practises have been over certain periods of time. According to (Gatti,2018) by following a voluntary approach, businesses are given too much flexibility in implementing CSR practises. The use of mandated sustainability also gives opportunity for businesses who engage in CSR activities and have implemented a degree of responsibility into their business, to be recognised by investors. A study suggested that when purchasing and selling shares on the capital market, investors take into account all high value information to set their price. When a company represents high CSR standards it often reflects a higher share price (Adamska, 2016).

[bookmark: _Toc60685072]7.2 Urgency.
Global warming is an example of the consequences that will come to affect the world, if businesses do not develop sustainability into their business practises. The Paris Climate Agreement has already warned the irreversible climatic shocks and pressures for the world to be sustainable and addresses the urgency of this topic (Mainwaring, 2018). It is evident, according to the Global Reporting Initiative that the use of sustainability reporting will help businesses to understand and better manage its impact on people and the planet. It can also identify and minimise risks and take responsibility towards becoming a responsible and trusted organisation, working towards a more sustainable world (GRI, 2020). The first generation of sustainability reporting has proven the feasibility and value of reporting on a company’s economic, environmental and social performance. Respondents to a stakeholder survey in 2011, stated that the use of sustainability reporting also improved data transparency and an improved ability to listen and respond to stakeholder viewpoints (GRI, 2020).




[bookmark: _Toc60685073]7.3 Drives Change
The influence of sustainability reporting drives change in companies and raises the profile of sustainability concerns in boards and amongst chief executive officers. A recent Accenture report stated that 88% of CEO’s believe that our global economic system needs to refocus on equitable growth (United Nations, 2019). When reflecting on the 2010 United Nations Global Impact CEO Survey it is clear that 80% of CEO’s stated that they think within 5-15 years sustainability will be embedded into the core business strategies to companies globally. When comparing these statistics to the recent 2019 UN Global Compact Progress Report, it showed that only 45% of companies are implementing sustainability into their operations (United Nations, 2010). This clearly reflects the slow process of businesses sustainable performance and shows the sustainability progress still remains slow, the use of a mandated approach will allow businesses to use reporting as a key platform for communicating sustainability performance and impacts and initially increase and improve the adaptation of sustainability in businesses (Allison H, 2010).

[bookmark: _Toc60685074]7.4 Standards for employees.
Employees are recognised as being a company’s most important resource (Gabcanova, 2011). The use of sustainability reporting being mandatory influences high standards of working conditions, employee morale, health initiatives and the reporting of performance indicators such as gender pay gap, and investment on training employees (Corbat, 2018). This reporting approach gives an insight into business standards making it beneficial for employees. The reporting of retention rates and diversity may encourage businesses to be more socially responsible and operate ethically. This can result in businesses having a competitive advantage as it enhances strong brand identity, and also helps to recruit and maintain employees. A study from Harvard Business Review states that ‘the single greatest advantage in the modern economy is a happy and engaged workforce (Achor, 2011). It also states that employee happiness increases sales by 37% and productivity by 31%. This clearly reflects that employee happiness is a key element for financial success, so the use of sustainability reporting will encourage businesses to implement ethical practises for their human resources (Achor, 2011).



[bookmark: _Toc60685075]8.0 Position of discussion. 
All elements of this debate allowed me to recognise that the concept of sustainable development is critical to society and in business today. Another factor that has led me to this position is the importance of setting high standards for employees, as the benefits of gender pay gap reporting is redressing pay gaps which makes it a more ethical environment and prevents discrimination. The recent 2019 UN Global Compact Progress Report stated that only 45% of companies are implementing sustainability into their operations which exhibits the slow progress from businesses and shows the importance of a mandated approach. Although the voluntary approach to CSR reporting seems more beneficial for some companies who believe they are too equipped to enter the field of sustainability or believe that sustainability reporting will result in a loss of focus and identity, the importance of driving change and urgency reflects the best outcome. Therefore, in my opinion I believe that CSR reporting should be mandated to ensure that unlawful business practises are minimised and encourage businesses to be more focused on a green economy. 
[bookmark: _Toc60685076]9.0 Conclusion
To conclude, this essay has clearly addressed a number of significant issues which clearly reflects the importance of CSR in the business world today. The findings also addressed the power of purpose for businesses and the increase of business value if purpose goes beyond profit. Another key finding of this report is the new direction of sustainability for businesses through new legislation, this gives a legally binding common purpose for all public bodies to work together to improve the well-being of Wales. The contention for voluntary reporting identifies the teleological approach, which can be argued that businesses should have a choice if they want to participate in CSR reporting, as there are many factors that makes the reporting flawed such as the inconsistent structure. However, another factor to this debate suggest that there is an urgency for businesses to implement sustainability practises, or there will be irreversible climate shocks. The mandatory sustainability reporting reflects a deontological approach, therefore resulting in morally equal treatment for all businesses. 
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