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Needs of Corporate Social Responsibility (CSR)  
The responsibility of corporations towards the society is known as corporate social responsibility (CSR). 
Corporations resort to CSR to augment their own ‘self-interest’. However, if CSR is adopted to achieve 
financial success, it is not CSR, rather profitability in the cloak of CSR. It is difficult to prove causality 
between CSR and profitability. In many situations, financial success frees a company to indulge into the 
luxury of CSR. The specific needs behind adoption of CSR can be categorised in two groups – (a) primary 
needs; (b) moral needs.  
Primary Needs    
(a) Enhance revenues: If the corporation is socially responsible, it will result in more satisfied consumer 

who will reward the company by more purchase leading to enhanced revenue and commercial 
success. At the same time, employees of such organisation would provide effective workforce leading 
to more production (e.g. Tesla and Toyota having great commercial success from their hybrid and 
electric cars, respectively). On the other hand, if the corporation is not socially responsible, it will lead 
to boycotts and undesirable consumer actions leading to poor sales growth.  

(b) Reduce cost: CSR can reduce their cost by way of saving energy, reducing cost and cutting cost 
inefficiencies (e.g. Wal-Mart has reduced its cost to the tune of $1 billion by 2020 with their CSR 
measures relating to their environmental performances).  

(c) Managing risk and uncertainty: Involvement in CSR may ensure compliance with existing regulations 
and lead a corporation to enjoy freedom from the Government (e.g. following deepwater horizon 
accident in the Gulf of Mexico in 2010, BP adopted offshore drilling which saved them $20 billion).  

(d) Maintaining the social licence to operate: In order to ensure a sustainable business, the corporations 
must obtain consent from local communities, employees and Government. These social members can 
revoke their social licensing at any time which may make it difficult for the corporation to sustain 
their business. Hence, CSR is regarded as an investment towards an equitable community which 
ultimately benefits the corporations by creating a stable competitive environment.  

Moral Needs   
(a) The externalities need: Externalities are the social impacts of an economic transaction that are borne 

by those who are not members of the transaction. Variety of externalities created by a corporation 
through provision of product and services; employment of workers; advertising. These externalities 
may have positive, negative or neutral impact on society. The corporations must take responsibilities 
for their externalities, especially the negative ones (e.g. pollution, resource depletion, community 
problems) where Government will not play any role.  

(b) The power need: Corporations are regarded as powerful social actors with access to a greater 
resource base. Hence, they must utilise these resources responsibly (e.g. Spiderman: with great power 
comes great responsibility).  

(c) The dependency need: Corporations depend on the contribution of a much wider set of stakeholders 
(e.g. customers, suppliers, local communities) rather than just the shareholders. Hence, the 
corporation must take into account the interests of these individual stakeholder groups while taking 
their decisions.  

 
Carroll’s CSR Pyramid  
CSR is a multi-layered concept with four different levels – (a) economic; (b) legal; (c) ethical; and (d) 
philanthropic responsibilities which can be layered consecutively in a pyramid. True social responsibility 
refers to fulfilment of all four responsibilities.  



 
 
 
While this model explains the four-model by acknowledging the economic and legal responsibilities of the 
organisation, it does not address the responsibility if two such models are in conflict. Example: When 
corporation shifts operational base for increasing their resource efficiency, it makes them more profitable 
thereby allowing them to fulfil their economic responsibility, but ignores the long-standing ties with the 
stakeholders of the previous location thereby ignoring their ethical responsibility.  
 
 

• Philanthropy means 'the love of the fellow 
human beings' (Greek)

•Desired of the corporation to improve the quality 
of life of employees (recreation centre); local 
communities (support local schools); society 
(charitable donations, sponsoring art or sports)

Philanthropic 

•Ethical expectation  by society (right, 
fair and just) in the absense of legal 
framework 

• Example: Tax policy of Google in 
international trade (taking loopholes of 
tax laws in different countries and 
paying less tax) came under public 
review after outrage by stakeholders. 

Ethical 

• Required for all corporations
• Required by regulators 
• Law (codification of moral 

behavior) is pre-requisite for 
CSR 

• Example: Fine of $13 billion on 
JP Morgan for misleading 
investor 

Legal

•Required by 
shareholders (profit), 
employees (salary), 
customers (quality 
product)

• Required for all 
corporations 

• Successful economic 
unit 

Economic


