

Management ethics
Caroline Jaward




Contents
Introduction
Main Finings
What is CSR?
Carroll’s CSR pyramid
Stakeholder vs Shareholder
Freeman’s shareholder theory
Recommendations
Conclusion



CSR
Introduction

This report will be describing different examples of unethical behaviours used by global companies. This report will be focusing on Loreal, and it’s testing on animals, this company have been denying any form of testing on animals, but it manufactures its products in China, which require animal testing in any form of cosmetic production, as one of the laws. Considering corporate social responsibility (CSR) theories will help to analyse weather Loreal can improve on their ethics, or weather their thinking that lying to their customers about not doing any form of animal testing to try to cover themselves up is enough. This report will be focusing on number of different theories such as CSR, stakeholder theory including CSR pyramid and Mendelow’s grid, Freeman’s shareholder theory, kaonium ethics and Friedman’s theory of maximisation by comparing it to the way Loreal works as a business. This report will also include some recommendations for the business to work in more ethical way.





Main findings
In the UK according to (BBC, 2014) “UK law both requires and regulates experiments on animals, any new drug must be tested on at least two different species of live mammal”, but on the other hand Animals act of 1986 states that “no animal experiments be conducted if there is a realistic alternative”. Today’s technologies allow global companies access to artificial skins that simulate human skin so in reality there is no real need to companies to test cosmetics on animals. However, in China big cosmetic firm are selling products that are tested on animals, as they have different laws. As stated by (Yan, 2017) “China requires skincare and cosmetic firms to compulsory animal testing in government labs before approving product for sale in the country”. Therefore, all firms that sell their products to Chinese consumers must undergo animal testing for example big companies such as Loreal, Estee Lauder or Proctor and Gamble, worst of all, these companies state online that they do not engage in any form of animal testing, “a 2013 estimate by People for the ethical treatment of animals found that China’s regulations resulted in companies testing on over 300 000 animals”. There is high pressure on China to stop animal testing as animal testing gets banned in Europe, Australia, India etc. The article also states that all global brands sell their products in China.

What is CSR?
According to (CSR: driving sources and challanges, 2013)  “CSR is gaining more importance day by day, more and more organisations are showing their commitment to CSR”. Corporate social responsibility makes sure that companies conduct their business in way that is ethical, this means taking account of their social, economic and environmental impact and consideration of human rights (University of Edinbrough, 2017) . (CSR, 2008)  CSR is a process of assessing organisation’s impact on society and evaluating their responsibilities, this is by assessment of business and it’s customers, suppliers, environment, communities and employees, focusing on how are people and environment affected by the business operations, so legal obligations, ethical duties and philanthropic responsibility.

Carroll’s CSR pyramid 	[image: Carroll’s CSR Pyramid]
CSR (Carroll 1979)” Firms have responsibility to societies including economic, legal, ethical and philanthropic” (Dudovskiy, 2012) 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”.  The pyramid represents four types of responsibilities philanthropic responsibilities which are right at the top, ethical responsibilities, legal responsibility as well as bottom layer of economic responsibility. 
Legal responsibility demands that the business stick to the law, questioning should companies be flexible on the law but that means that the price might become high for the business. Therefore, in case of animal testing it is whiting the law to practice it especially in China, but the point is that other countries are doing what they can to make the law banned
Ethical responsibility as defined by Carroll 1991 means what is generally expected by the society over and above economic and legal expectations, they may not be imposed by law but are expected from ethical companies. Animal testing is not ethical as whole and especially when big companies such as Loreal are trying to hide the fact it still takes place.
Philanthropic responsibility focuses of luxurious things such as improving life of employees, local communities and society’s. 
Economic responsibility concerns in responsibility of business in producing goods and services needed by the society and selling them making a profit. Companies using animal testing such as Loreal try to cover themselves saying they do it to not put humans at risk (cruelty free international, n.d.)

Stakeholder VS Shareholder- Freeman’s and Friedman’s theory
According to (Borad, 2017) Shareholders are people who become part owners of the company by buying for example stock from the company, through initial public offering or secondary market. They make profit if the companies make profit and the price of its share index increases. Stakeholders have interest from the companies either directly or indirectly example employees, customers, creditors and suppliers may be affected by what happens in the company this includes public.  Therefore, this shows that public has affect, on the business, especially as consumers, therefore reduction in purchase of animal tested products would have direct effect on the business

Freeman’s stakeholder theory
(stakeholder theory, 2017) stakeholder theory is idea about hoe the business really works saying that business must be successful to create value for customers and suppliers. Stakeholder management is a stakeholder approach by R. Edward Freeman. (businessdictionary.com, n.d.) it describes that business has outside influencers such as employees, suppliers, owners, customers ect. Freeman describes that they all have power to change the way in which business operates.

Mendelow’s grid
[image: Stakeholder Analysis Template]
The grid is completed within regard to stakeholder impact of strategy, the purpose of this is to assess weather stakeholder is likely to inhibit success, following strategies are applicable to each box. (KF knowledge bank, 2012).
Minimal effort represents lack of interest and power makes them open to influence. They are more likely to follow instructions. Keep informed represents, stakeholders that are interested in strategy, but lack of power to do it. Keep satisfied however is to keep stakeholders satisfied and ovoid them gaining interest. Key players are major drivers of change, and could stop management plans if not satisfied. Therefore, the model is showing companies to which stakeholders have the most influence and how they manage engagement in the company. 
Friedman’s theory of profit maximization 
(Mertens, 2013)” Friedman uses and understands self -interest and the place where it has in its system.” He sees that the only important business influencers are shareholder as they are directly influenced by business decisions. (open texbooks. org, 2016) the only moral duty corporation has is to make most possible money or to maximize profits for its shareholders. There is one social responsibility in business to use its resources and engage in activities designed to increase its profits if it stays within rules of game, this suggests that there should be no social responsibility. This applies to Loreal because to be able to sell cosmetics in China all the products must be tested on animals. Loreal wouldn’t want to lose China as one of the suppliers of products to the customers, therefore to not lose the profit they agree to China’s compulsory law of animal testing.
Recommendations
Looking at animal testing there are companies that opt out of it regardless, of the countries laws, such as vegan friendly cosmetic companies. However, Loreal seems to be in the group of Friedman’s theory of maximization. This is because regardless of the consequences they still distribute their products in China although they know about China’s compulsory laws of testing on animals. They also lie to the customers on their website that they do not test on animals to try to convince customers that would be uncomfortable with purchasing products tested on animals to purchase. There are so many ethical companies that do no test on animals such as Too Faced, NYX or Urban Decay, therefore Loreal should take example of those companies as they are equally successful in terms of makeup products. Or at least write on their website that they do agree to animal testing procedures.

Conclusion
This report has demonstrated how companies try to trick their customers into thinking that they are more ethical than they are. Also in general CSR is trying to hit on companies to become more ethical and this is especially working with businesses that are not as global as Loreal. CSR makes business owners more aware of what they are affected by and how important is company ethics. In terms of shareholder vs stakeholder, it’s up to the business what model they prefer to stick to. I think Loreal should do more to stop animal testing or at least stand again the laws in China, but they don’t want to loyal customers.
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