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[bookmark: _Hlk60688776]‘Business social responsibility should not be coerced; it is a voluntary decision that the entrepreneurial leadership of every company must make on its own.’
John Mackey, Whole Foods Market CEO

Drawing from relevant theory on business ethics and using contemporary examples critically analyse the extent to which you agree with John Mackey’s viewpoint.
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Introduction
Looking back to the early 1970’s and more specifically at a theory introduced by economist Milton Friedman, know as ‘The Friedman doctrine’ also commonly referred to as the shareholder theory. Friedman (1970) stated that the businesses main responsibility belongs to its shareholders. The Friedman doctrine views the shareholders as the economic engine of the business and therefor the only group to which the firm is socially responsible. Friedman argues that a business has zero social responsibility to the public or society. With this view in mind, Friedman suggested that the main purpose of business is to maximise profits for the shareholders. Friedman justifies his theory by arguing that after the maximised profits are achieved the shareholders can then decide themselves what social initiatives to take part in. 
In more recent times the Friedman doctrine has faced criticism for its sole focus on maximising the benefits for shareholders while disregarding responsibility to the public and society. Professors Joseph L Bower and Lynn S. Paine of Harvard business school said the Friedman doctrine is “distracting companies and their leaders from the innovation, strategic renewal, and investment in the future that require attention” (Bower, Paine. 2017) they suggest that businesses adopting this doctrine are being blinded by the primary focus and are neglecting key issues. 
Jumping to 2019, the ‘Business Roundtable’ which is a group that represents CEO’s from some of the largest corporations globally. Announced that it changed it views on the purpose of a business. “purpose is no longer to maximise profits for shareholders, but to benefit other stakeholders as well, including employees, customers and citizens.” (Posner, 2019) The new vision which these businesses are adopting is founded upon ideas of corporate social responsibility (CSR). 
CSR is a business concept, that emphasises the company’s commitment to operate in an ethical manner. Businesses engaging in CSR manage their processes while accounting for social economic and environmental impact. “CSR is about how companies make profits, not spend profits” (Beschorner, 2012) To achieve systemic change companies must integrate CSR activities into all areas of business. CSR activities can include environmental management (waste reductions & sustainability), responsible sourcing, improvement of working standards and conditions & contributing to educational and social programmes. (NIbusinessinfo, 2019). 
Incorporating different CSR strategies can also initiate a positive impact on different stakeholders of the business. Creating a positive atmosphere with stakeholders is easily achievable by making ethical choices. For example.
· Consumers – Create good customer relationships by operating openly and fairly and providing excellent customer service and communication.
· Suppliers – Investigate suppliers’ environmental practices, health, safety, and labour techniques to choose a moral and ethical supplier.
· Communities – Initiating positive change within the community by volunteering, sponsoring events and taking part in charity work.
· Employees – integrate responsible business practices and aim to go the extra mile for employees, building positive relationships with staff. 
It is no surprise that the large corporations are adopting CSR into their businesses because it can play an important role helping improve business performance, it aids businesses in building a bond with stakeholders which is unrecognisable in alternative approaches. Implementing good CSR can also be a cost-effective way of running a business, helping avoid unnecessary spending on wasted energy. Most importantly it creates a positive and ethical brand image which is favoured by the modern consumer. 
Referring to the Friedman doctrine, it is now easier to visualise why corporations are distancing themselves from that business theory. Solely focusing on maximising profits for shareholders to then give them the opportunity to donate or invest in repairing damages already caused does not equal systemic change. Also, Disregarding responsibility to stakeholders who will be affected by the businesses decisions in not ethical and will potentially lead to creating a negative brand image.
The ideas of CSR are built on the foundations of ethical behaviour, Businesses, in recent times are adapting to the philosophy and have started to prioritise environmental and social concerns. There are two approaches businesses commonly use to tackle ethical issues, deontological and teleological. 
Deontological ethics also referred to as duty based ethics emphasises that the “morality of an action should be based on whether that action itself is right or wrong under a series of rules, rather than based on the consequences of the action” ("Deontology", 2020) A duty based ethics approach encourages people to follow a set of moral rules, for example it is wrong to kill, it is wrong to steal, it is wrong to lie. Regardless of the consequences of the outcome it is still ethically wrong to act in this way. 
In contrast, Teleological ethics focuses primarily on the greater outcome. English philosopher John Stuart Mill (1806-1873) theorised that teleological ethics goal is to promote overall happiness. “Focusing on the consequences of actions and not on rights nor ethical sentiments” (Schefczyk, 2020) A teleological approach justifies the behaviours as ethical if it produces greatest good for the greatest number. 
The differentiating factor between the two views is how the goodness or badness is determined, with the deontological view it is determined by the actions whereas in the teleological view it is determined by the outcome. 
A CSR or sustainability report is a document published by the business with the purpose of sharing their CSR actions and results. Businesses use this report to publicise information of its choosing regarding the work they carry out in social and environmental areas. CSR reports are a great way for businesses to communicate with all stakeholders and express to them how they incorporate principles of sustainable development into their daily operations. The pivotal form of CSR reporting is expressed within the “public-information model” (Grunig & Hunt, 1984). Businesses operating a public information model approach should report publicly to stakeholders “what the company has done to be responsible and should explain lapses into irresponsibility” (Grunig & Hunt, 1984). 
There are two different types of reporting mandatory (deontological) and voluntary (teleological) those in favour of mandatory reporting believe reporting should be audited and governed. To ensure that businesses reports include all the necessary required, and businesses that fail to do so can be held accountable. (Doane, 2002) The aim of mandatory reporting is to ensure that businesses provide stakeholders better more informative information. 
Voluntary reporting is a more recognisable form of reporting, with a voluntary approach businesses voluntary publicise their information. When responsibility is passed to the business to openly share this information businesses can pick and chose which information to share. Creating opportunities for business to use these reports to portray themselves in a positive manner. (Stittle, 2002) 
A topic that continuously arises in contemporary business world is whether CSR reporting should be voluntary or mandatory.  
Position for Mandatory reporting
Ideas why CSR reporting should be mandatory:
· Evolution of business
· Raises company profile
· Motivates all companies to better themselves
· Levels the playing field and allows stakeholders to compare 
In 2008, the oxford university held ‘The responsible business debate’ at the oxford union. The purpose of the debate was to argue that corporate sustainability reporting should be mandated and standardised for it to be useful for investors. During this debate Anne Simpson raised two important points. Firstly, if you look at the evolution of the S&P500 over the last half century you can see why CSR and environmental social governance (ESG) reporting has become so important. In 1970 85% of the S&P500 balance sheet was made up of fixed assets, compared to 2020 where 85% of the balance sheet is made up of intangibles e.g. Employees, Reputation, and intellectual property (Oxford union, 2018). The reasoning behind this argument is that the issues laid out in the ESG is directly linked to the issues relevant to corporate performance. But without mandatory reporting these issues are not measured. This is even more important because the way business have changed over time, now being made up of more intangibles and less fixed assets.    
Anne also raises a second important issue of creating a level playing field. Mandatory reporting would allow stakeholders to analyse and compare business based on fair data. Levelling the playing field for all businesses as they all follow the same requirements. If it were mandatory for business to publish CSR reports following a criteria business would not be able to manipulate the information. This would encourage all business to improve their CSR policies because they know the information will become public. This leads onto the next point of raising company profile. 
It is evident the benefits of incorporating CSR policies have on business, especially raising business profile. Brands such as Coke & Kellogg have already used CSR reporting to enhance their profiles by pledging to “cut all plastic waste from their operations” (Taylor, 2018) This pledge was initiated after pressure was being put on manufacturers and retailers to tackle issues of unsustainable waste plastic. If mandatory reporting on these issues was introduced more and more businesses would do more to become more responsible through their operations. 
Businesses will be forced to better themselves if mandatory CSR reporting was implemented. Without mandatory reporting businesses are trusted to self-regulate. The Volkswagen scandal is evidence that businesses can not always be trusted to operate ethically because they have ulterior motives. In this case Volkswagen set out to become the worlds number one car maker, and CSR would not stop them. Volkswagen created an engine that was highly contaminating and poising the planet. They used CSR as a marketing exercise to try and promote positive brand image while behind the scenes they totally disregarded the values of CSR. (Dans, 2015)
Positions for Voluntary Reporting
Ideas why CSR reporting should be voluntary:
· Freedom to act/respond quicker 
· Innovation 
· Fraud
· Competitiveness 
Voluntary reporting of CSR gives the businesses freedom of choice, it can be argued that this would benefit stakeholders because businesses would have freedom to act or respond to issues quicker. Businesses would be on the look out for opportunities to gain competitive advantage over each other by pursuing strategic positions. These businesses gain competitive advantage by engaging in tasks and activities that competitors have not yet seen, or refuse to partake in. (Tan, 2001). Businesses gaining competitive advantage by utilising a ‘first mover’ strategy can benefit by earning larger profits from innovation that gains customer interests. 
If businesses are continuously competing this is where voluntary CSR will thrive. Businesses will always be looking for better ways to portray themselves to stakeholders, businesses will incorporate CSR policies into their daily activities either to get ahead of the curve or to catch up with rival businesses. 
Business values can not be forced, they can only be promoted or taught. Forcing businesses into mandatory CSR reporting will generate a larger temptation to avoid doing it. It would be an impossible task to police mandatory reporting of CSR, a better solution is to allow voluntary CSR because if a business operates irresponsibly it is likely that the stakeholders will intervene. 
Business must decide themselves which directions they want the business to grow. If a business really wants to be competitive then they will have to participate in voluntary CSR. Environmental and social issues have created an awareness among consumers who now expect business to act responsibly, therefore socially responsible business will ultimately be more competitive than others. 
Drawing from the evidence above it is in my opinion that businesses should partake in CSR reporting. However, I do not believe that the reporting of CSR should be mandatory. Entrepreneurial leadership of a company indicated that voluntary reporting leads to greater overall benefits for businesses. Through voluntary reporting business are demonstrating to stakeholders that they are operating ethically and responsibly, they are building positive relationships. Consumers can see first-hand which business are most responsible. 
Business that want to be responsible with a strong entrepreneurial leadership will prevail over those businesses who are only interested in self gain because stakeholders will hold them accountable. Businesses who was to act responsible will always be looking for innovative ways to work responsibly. They will be competing among themselves to create a greater brand image. The business leaders of CSR will force the hand irresponsible businesses because they will have no choice to adapt. 
I do believe there is still risk that businesses will try to manipulate the reports and market themselves as environmentally and socially responsible while behind the scenes disregard these facts. But it is a big risk for businesses to take because they risk destroying relationships with consumers which ultimately will destroy their business.
I believe it is more effective to have stakeholders ‘policing’ business CSR instead of trying to manage it through laws and regulations. I think businesses are less likely to cross consumers compared to government because of the risks involved. Ultimately, businesses need the consumers on bored to succeed.  
I believe that the ideas behind mandatory CSR reporting can still be achieved through Voluntary CSR reporting. Environmental and sustainability issues have become more important than ever, therefor I believe all businesses will be looking to introduce CSR policies into their organisations. 
To conclude, I want to express that I strongly agree with John Mackey’s statement that ‘Business social responsibility should not be coerced; it is a voluntary decision that the entrepreneurial leadership of every company must make on its own’. 
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