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The 21st century is characterized by unprecedented challenges and opportunities, arising from
globalization, the desire for inclusive development and the imperatives of climate change. Indian
business, which is today viewed globally as a responsible component of the ascendancy of India, is
poised now to take on a leadership role in the challenges of our times. It is recognized the world over
that integrating social, environmental and ethical responsibilities into the governance of businesses
ensures their long term success, competitiveness and sustainability. This approach also reaffirms the
view that businesses are an integral part of society, and have a critical and active role to play in the
sustenance and improvement of healthy ecosystems, in fostering social inclusiveness and equity, and
in upholding the essentials of ethical practices and good governance. This also makes business sense
as companies with effective CSR, have image of socially responsible companies, achieve sustainable
growth in their operations in the long run and their products and services are preferred by the
customers.
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INTRODUCTION

In India entrepreneurs and business enterprises have a long
tradition of working within the values that have defined our
nation's character for millennia. India's ancient wisdom, which
is still relevant today, inspires people to work for the larger
objective of the well-being of all stakeholders. These sound
and all-encompassing values are even more relevant in current
times, as organizations grapple with the challenges of modern-
day enterprise, the aspirations of stakeholders and of citizens
eager to be active participants in economic growth and
development. The idea of CSR first came up in 1953 when it
became an academic topic in HR Bowen’s “Social
Responsibilities of the Business”. Since then, there has been
continuous debate on the concept and its implementation.
Although the idea has been around for more than half a
century, there is still no clear consensus over its definition.

One of the most contemporary definitions is from the World
Bank Group, stating, “Corporate social responsibility is the
commitment of businesses to contribute to sustainable
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economic development by working with employees, their
families, the local community and society at large, to improve
their lives in ways that are good for business and for
development.”

Evolution of corporate social responsibility in India

The evolution of corporate social responsibility in India refers
to changes over time in India of the cultural norms of
corporations' engagement of corporate social responsibility
(CSR), with CSR referring to way that businesses are managed
to bring about an overall positive impact on the communities,
cultures, societies and environments in which they operate.
The fundamentals of CSR rest on the fact that not only public
policy but even corporates should be responsible enough to
address social issues. Thus companies should deal with the
challenges and issues looked after to a certain extent by the
states. Among other countries India has one of the richest
traditions of CSR. Much has been done in recent years to make
Indian Entrepreneurs aware of social responsibility as an
important segment of their business activity but CSR in India
has yet to receive widespread recognition. If this goal has to be
realised then the CSR approach of corporates has to be in line
with their attitudes towards mainstream business- companies
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setting clear objectives, undertaking potential investments,
measuring and reporting performance publicly.

The Four Phases of CSR Development in India

The history of CSR in India has its four phases which run
parallel to India's historical development and has resulted in
different approaches towards CSR. However the phases are not
static and the features of each phase may overlap other phases.

The First Phase

In the first phase charity and philanthropy were the main
drivers of CSR. Culture, religion, family values and tradition
and industrialization had an influential effect on CSR. In the
pre-industrialization period, which lasted till 1850, wealthy
merchants shared a part of their wealth with the wider society
by way of setting up temples for a religious cause. Moreover,
these merchants helped the society in getting over phases of
famine and epidemics by providing food from their godowns
and money and thus securing an integral position in the
society. With the arrival of colonial rule in India from the
1850s onwards, the approach towards CSR changed. The
industrial families of the 19th century such as Tata, Godrej,
Bajaj, Modi, Birla, Singhania were strongly inclined towards
economic as well as social considerations. However, it has
been observed that their efforts towards social as well as
industrial development were not only but also the driven by
selfless and religious motives but also influenced by caste
groups and political objectives.

The Second Phase

In the second phase, during the independence movement, there
was increased stress on Indian Industrialists to demonstrate
their dedication towards the progress of the society. This was
when Mahatma Gandhi introduced the notion of "trusteeship",
according to which the industry leaders had to manage their
wealth so as to benefit the common man. "I desire to end
capitalism almost, if not quite, as much as the most advanced
socialist. But our methods differ. My theory of trusteeship is
no make-shift, certainly no camouflage. I am confident that it
will survive all other theories." This was Gandhi's words which
highlights his argument towards his concept of "trusteeship".
Gandhi's influence put pressure on various Industrialists to act
towards building the nation and its socio-economic
development. According to Gandhi, Indian companies were
supposed to be the "temples of modern India". Under his
influence businesses established trusts for schools and colleges
and also helped in setting up training and scientific institutions.
The operations of the trusts were largely in line with Gandhi's
reforms which sought to abolish untouchability, encourage
empowerment of women and rural development.

The Third Phase

The third phase of CSR (1960-80) had its relation to the
element of "mixed economy", emergence of Public Sector
Undertakings (PSUs) and laws relating labour and
environmental standards. During this period the private sector
was forced to take a backseat. The public sector was seen as

the prime mover of development. Because of the stringent
legal rules and regulations surrounding the activities of the
private sector, the period was described as an "era of command
and control". The policy of industrial licensing, high taxes and
restrictions on the private sector led to corporate malpractices.
This led to enactment of legislation regarding corporate
governance, labour and environmental issues. PSUs were set
up by the state to ensure suitable distribution of resources
(wealth, food etc.) to the needy. However the public sector was
effective only to a certain limited extent. This led to shift of
expectation from the public to the private sector and their
active involvement in the socio-economic development of the
country became absolutely necessary. In 1965 Indian
academicians, politicians and businessmen set up a national
workshop on CSR aimed at reconciliation. They emphasized
upon transparency, social accountability and regular
stakeholder dialogues. In spite of such attempts the CSR failed
to catch steam.

The Fourth Phase

In the fourth phase (1980 until the present) Indian companies
started abandoning their traditional engagement with CSR and
integrated it into a sustainable business strategy. In the 1990s
the first initiation towards globalization and economic
liberalization were undertaken. Controls and licensing system
were partly done away with which gave a boost to the
economy the signs of which are very evident today. Increased
growth momentum of the economy helped Indian companies
grow rapidly and this made them more willing. As Western
markets are becoming more and more concerned about labour
and environmental standards in the developing countries,
Indian companies who export and produce goods for the
developed world need to pay a close attention to compliance
with the international standards.

Law regarding CSR

Under the Companies Act, 2013, any company having a net
worth of rupees 500 crore or more or a turnover of rupees
1,000 crore or more or a net profit of rupees 5 crore or more
should mandatorily spend 2% of their net profits per fiscal on
CSR activities. The rules will come into effect from 1 April
2014.

Provision for CSR in Companies Bill 2012

Till date it is very difficult exercise to analyse the spending of
CSR by various firms and private companies and such
information is not maintained at government level, even
among the top 100 firms by revenue, there are many who do
not report their CSR spends or even declare the social causes
they support, that is because they are not required to do so by
law and no provisions for CSR exists in the Companies Act,
1956 so currently the Ministry does not maintain such details.
But all that will change when the new Companies Bill 2012
passed. The Companies Bill, 2012 incorporates a provision of
CSR under Clause 135 which states that every company
having net worth Rs. 500 crore or more, or a turnover of Rs.
1000 crore or more or a net profit of rupees five crore or more
during any financial year, shall constitute a CSR Committee of
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the Board consisting of three or more Directors, including at
least one Independent Director, to recommend activities for
discharging corporate social responsibilities in such a manner
that the company would spend at least 2 per cent of its average
net profits of the previous three years on specified CSR
activities. According to Schedule-VII of Companies Bill, 2012
the following activities can be included by companies in their
CSR Policies:-

e Eradicating extreme hunger and poverty;

e Promotion of education;

e Promoting gender equality and empowering women;

¢ (Reducing child mortality and improving maternal health;

e Combating human immunodeficiency virus, acquired
immune deficiency syndrome, malaria and other diseases;

e Ensuring environmental sustainability;

e Employment enhancing vocational skills;

e Social business projects;

e Contribution to the Prime Minister’s National Relief Fund

or any other fund set by the Central Government or the
State Governments for socio-economic development and
relief and funds for the welfare of the Scheduled Caste, the
Scheduled Tribes, other backward classes, minorities and
women.

The Companies Bill, 2012, Clause 135 also provides for
constitution of a CSR Committee of the Board. The CSR
Committee is required to;

e Formulate and recommend to the Board, a CSR Policy
which shall indicate the activities to be undertaken by the
company as specified in Schedule VII;

e Recommend the amount of expenditure to be incurred on
the activities referred to in clause (a); and

e Monitor the Corporate Social Responsibility Policy of the
company from time to time.

e The format for disclosure of CSR policy and the activities
therein as part of Board’s report will be prescribed in the
rules once the Bill is enacted.

Guidelines on CSR for Public Enterprises

The Department of Public Enterprises had issued Guidelines
on Corporate Social Responsibility (CSR) for CPSEs in April,
2010 which have been issued formally to the
Ministries/Departments for compliance in the Central Public
Sector Enterprises (CPSEs) under their administrative control.
Following are the salient features of guidelines on CSR &
Sustainability:

e Corporate Social Responsibility and Sustainability is a
company’s commitment to its stakeholders to conduct
business in an economically, socially and environmentally
sustainable manner that is transparent and ethical.

e In the revised guidelines, CSR and Sustainability agenda is
perceived to be equally applicable to external and internal
stakeholders, including the employees of a company, and a
company’s corporate social responsibility is expected to
cover even its routine business operations and activities.
CPSEs are expected to formulate their policies with a

balanced emphasis on all aspects of CSR and Sustainability
— equally with regard to their internal operations, activities

and processes, as well as in their response to
externalities 1.
e In the revised guidelines CSR and Sustainable

Development have been clubbed together in one set of
guidelines for CSR and Sustainability because of close
linkage between the two concepts.

e Public sector enterprises are required to have a CSR and
Sustainability policy approved by their respective Boards
of Directors. The CSR and Sustainability activities
undertaken by them under such a policy should also have
the approval/ratification of their Boards. Within the ambit
of these guidelines, it is the discretion of the Board of
Directors of CPSEs to decide on the CSR and
Sustainability activities to be undertaken.

e The financial component/budgetary spend on CSR and
Sustainability will be based on the profitability of the
company and shall be determined by the Profit after Tax
(PAT) on the company in the previous year.

PAT of CPSES in the Previous year Range of the Budgetary
allocation for CSR and
Sustainability activities

(as % of PAT in previous

year)
(i) Less than Rs. 100 crore 3%-5%
(i1) Rs. 100 crore to Rs. 500 crore 2%-3%
(iii) Rs. 500 crore and above 1%-2%

All CPSEs shall strive to maximize their spending on CSR and
Sustainability activities and move towards the higher end of
their slabs of budget allocation. The Ministry of Corporate
Affairs has notified Section 135 and Schedule VII of the
Companies Act 2013 as well as the provisions of the
Companies (Corporate Social Responsibility Policy) Rules,
2014 to come into effect from April 1, 2014.
With effect from April 1, 2014, every company, private limited
or public limited, which either has a net worth of Rs 500 crore
or a turnover of Rs 1,000 crore or net profit of Rs 5 crore,
needs to spend at least 2% of its average net profit for the
immediately preceding three financial years on corporate
social responsibility activities. The CSR activities should not
be undertaken in the normal course of business and must be
with respect to any of the activities mentioned in Schedule VII
of the 2013 Act. Contribution to any political party is not
considered to be a CSR activity and only activities in India
would be considered.

The CSR Rules appear to widen the ambit for compliance
obligations to include the holding and subsidiary companies as
well as foreign companies whose branches or project offices in
India fulfil the specified criteria. There is a need for clarity
with respect to the compliance obligations of a company as
well as its holding and subsidiary companies.
The activities that can be undertaken by a company to fulfil its
CSR obligations include eradicating hunger, poverty and
malnutrition, promoting preventive healthcare, promoting
education and promoting gender equality, setting up homes for
women, orphans and the senior citizens, measures for reducing
inequalities faced by socially and economically backward
groups, ensuring environmental sustainability and ecological
balance, animal welfare, protection of national heritage and art
and culture, measures for the benefit of armed forces veterans,



28264

Surya Bhushan Tiwari and Mr. Dinesh Sharma. Corporate social responsibility: Emerging pattern and perspective in India

war widows and their dependents, training to promote rural,
nationally recognized, Paralympic or Olympic sports,
contribution to the prime minister's national relief fund or any
other fund set up by the Central Government for socio
economic development and relief and welfare of SC, ST,
OBCs, minorities and women, contributions or funds provided
to technology incubators located within academic institutions
approved by the Central Government and rural development
projects. However, in determining CSR activities to be
undertaken, preference would need to be given to local areas
and the areas around where the company operates. To
formulate and monitor the CSR policy of a company, a CSR
Committee of the Board needs to be constituted. Section 135
of the 2013 Act requires the CSR Committee to consist of at
least three directors, including an independent director.
However, CSR Rules exempts unlisted public companies and
private companies that are not required to appoint an
independent director from having an independent director as a
part of their CSR Committee and stipulates that the Committee
for a private company and a foreign company need have a
minimum of only 2 members. A company can undertake its
CSR activities through a registered trust or society, a company
established by its holding, subsidiary or associate company or
otherwise, provided that the company has specified the
activities to be undertaken, the modalities for utilization of
funds as well as the reporting and monitoring mechanism. If
the entity through which the CSR activities are being
undertaken is not established by the company or its holding,
subsidiary or associate company, such entity would need to
have an established track record of three years undertaking
similar activities.

Common perspectives of Corporate Social Responsibility
Action: There are many aspects of corporate social
responsibility; whether a company decides to develop one area
of CSR, or multiple, the end result is a more profitable
company experiencing a higher level of employee engagement.
The following is a list of common ways corporate social
responsibility is implemented by organizations.

e Environmental Sustainability: Areas include recycling,
waste management, water management, using renewable
energy sources, utilizing reusable resources, creating
'greener’ supply chains, using digital technology instead of
hard copies, developing buildings according to Leadership
in Energy and Environmental Design (LEED) standards,
etc. There is a business sector dedicated to specifically to
environmental sustainability consulting for businesses of
any size to utilize. The highest ranked sustainability
consulting firm is Ernst & Young.

¢ Community Involvement: This can include raising money
for local charities, supporting community volunteerism,
sponsoring local events, employing people from a
community, supporting a community's economic growth,
engaging in fair trade practices, etc. Starbucks is an
example of a company that focuses on community
involvement and engagement; since these programs began
the company has seen higher profits and greater employee
engagement.

e Ethical Marketing Practices: Companies that ethically
market to consumers are placing a higher value on their

customers and respecting them as people who are ends in
themselves. They do not try to manipulate or falsely
advertise to potential consumers. This is important for
companies that want to be viewed as ethical.

Corporate Social Responsibility in India and abroad: - A
story of CSR promoted by Azim Premji Foundation in India
playlist. As discussed above, CSR is not a new concept in
India there corporates like the Tata Group, the Aditya Birla
Group and Indian Oil Corporation, to name a few, have been
involved in serving the community. Through donations and
charity events, many other organizations have been doing their
part for the society. The basic objective of CSR in these days is
to maximize the company's overall impact on the society and
stakeholders. CSR policies, practices and programs are being
comprehensively integrated by an increasing number of
companies throughout their business operations and processes.
A growing number of corporates feel that CSR is not just
another form of indirect expense but is important for protecting
the goodwill and reputation, defending attacks and increasing
business competitiveness. The programs are put into practice
by the employees who are crucial to this process. CSR
programs helps to development in education, environment and
healthcare etc.

For example, a more comprehensive method of development is
adopted by some corporations such as Bharat Petroleum
Corporation Limited, Maruti Suzuki India Limited, and
Hindustan Unilever Limited. Provision of improved medical
and sanitation facilities, building schools and houses, and
empowering the villagers and in process making them more
self-reliant by providing vocational training and a knowledge
of business operations are the facilities that these corporations
focus on. Many of the companies are helping other peoples by
providing them good standard of living. On the other hand, the
CSR programs of corporations like GlaxoSmithKline
Pharmaceuticals’ focus on the health aspect of the community.
They set up health camps in tribal villages which offer medical
check-ups and treatment and undertake health awareness
programs. Some of the non-profit organizations which carry
out health and education programs in backward areas are to a
certain extent funded by such corporations. Also Corporates
increasingly join hands with Non-governmental organizations
(NGOs) and use their expertise in devising programs which
address wider social problems. For example, a lot of work is
being undertaken to rebuild the lives of the tsunami affected
victims. This is exclusively undertaken by SAP India in
partnership with Hope Foundation, an NGO that focuses
mainly on bringing about improvement in the lives of the poor
and needy. The SAP Labs Centre of HOPE in Bangalore was
started by this venture which looks after the food, clothing,
shelter and medical care of street children.

CSR has gone through many phases in India. The ability to
make a significant difference in the society and improve the
overall quality of life has clearly been proven by the
corporates. Not one but all corporates should try and bring
about a change in the current social situation in India in order
to have an effective and lasting solution to the social woes.
Partnerships between companies, NGOs and the government
should be facilitated so that a combination of their skills such
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as expertise, strategic thinking, manpower and money to
initiate extensive social change will put the socio-economic
development of India on a fast track. Tata Group Tata Group in
India has a range of CSR projects, most of which are
community improvement programs.

For example, it is a leading provider of maternal and child
health services, family planning, and has provided 98 percent
immunization in Jamshedpur. The company also endorses
sports as a way of life. It has established a football academy,
archery academy, and promotes sports among employees. It
offers healthcare services all over the country with programs
like rural health development. Tata Group also has an
organized relief program in case of natural disasters, including
long-term treatment and rebuilding efforts. It did laudable
work during the Gujarat earthquakes and Orissa floods. It also
supports education, with over 500 schools, and also is a
benefactor of the arts and culture. It has done abundant work in
improving the environment and local populations around its
industries. Infosys is aggressively involved in a variety of
community growth programs. In 1996, the company created
the Infosys Foundation as a not-for-profit trust to which it
contributes up to 1 percent of profits after tax every year.
Moreover, the Education and Research Department at Infosys
also works with employee volunteers on community
development projects. The management team at Infosys
continues to set examples in the area of corporate citizenship
and has involved itself vigorously in key national bodies. They
have taken initiatives to work in the areas of research and
education, community service, rural outreach programs,
employment, healthcare for the poor, education, arts and
culture, and welfare activities undertaken by the Infosys
Foundation.

Mahindra & Mahindra, The K. C. Mahindra Education Trust
was established in 1953 with the purpose of promoting
education. Its vision is to renovate the lives of people in India
through education and financial assistance across age groups
and across income strata. The K. C. Mahindra Education Trust
undertakes a number of education plans, which make a
difference to the lives of worthy students. The Trust has
provided more than Rs. 7.5 crore in the form of grants,
scholarships and loans. It promotes education mostly by the
way of scholarships. The Nanhi Kali (children) project has
over 3,300 children under it and the company aims to increase
the number to 10,000 in the next two years by reaching out to
the underprivileged children, especially in rural areas.

Methodology of Corporate Social Responsibility: Is the
procedure of assessing an organization’s impact on society and
evaluating their responsibilities. It begins with an assessment
of the following aspects of each business:

e Customers

e Suppliers

e Environment
o Communities
e Employees

Triumphant CSR plans take organizations ahead of compliance
with legislation and lead them to respect moral values and
respect people, communities and the natural environment.
Corporate social responsibility is sustainable — involving

activities that an organization can uphold without negatively
affecting the business goals. CSR is not only about ecological
accountability or having a recycling policy. It is about
considering the whole representation of the company, from
internal processes to your clients, taking in every step that a
business takes during day-to-day operations. Rising economies
such as India have also observed a number of companies
enthusiastically engaged in CSR activities. The French Way
France was the first nation to make public company reporting
compulsory.

Conclusion

Organizations in India have been quite sensible in taking up
CSR initiatives and integrating them in their business
processes. It has become progressively projected in the Indian
corporate setting because organizations have recognized that
besides growing their businesses, it is also important to shape
responsible and supportable relationships with the community
at large. Companies now have specific departments and teams
that develop specific policies, strategies and goals for their
CSR programs and set separate budgets to support them. Most
of the time, these programs are based on well-defined social
beliefs or are carefully aligned with the companies’ business
domain.

The French Way France was the first nation to make public
company reporting compulsory. The rules require public
companies to comprise information on a series of topics in
their yearly report, such as: - (a) Status of employees (b)
Mobility of staff (¢) Work hours (d) Social relations (e) Health
and safety (f) Training (g) Health policy (h) Profits distribution
(1) Outsourcing. They must also illustrate their manners when
it comes to communities who are concerned by their activities
in the countries where they have offices. They must explain the
ways in which their sub-contractors respect International
Labour Organization agreements. They must also report on
ecological issues such as the measure of progress in terms of
energy effectiveness and dipping environmental impacts;
conditions on use of land, air and water; and documentation
obtained in the area of environmental safety.
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