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Abstract: We are living in a world surrounded with numerous problems related to 

environment and society. CSR (Corporate Social Responsibility) is a means to sort out these 

problems to some extent because business is a part of society. Any contribution towards welfare 

of society is called as Corporate can no longer limit them in using resources of society and they 

have to be socially responsible corporate citizens and must also contribute to the social good. 

Corporate Social Responsibility is now accepted as a means to achieve sustainable development 

of an organization. Hence, it needs to be accepted as an organizational objective. According to 

New Company Law, 2012 corporate must contribute 2% of their net profits towards CSR which 

made Indian companies to consciously work towards CSR, as it required a prescribed class of 

companies to spend a portion of their profits on CSR activities. Earning more and more profits is 

a natural phenomenon of every business unit but social responsibility is an obligation to the 

people living inside and outside the business organizations. Business comes in contact with 

various groups of society such as owners, employees, customers, government, suppliers etc. The 

responsibility of business, which includes satisfaction of these parties along with the owner, is 

called social responsibility of business. Government has also come as an initiative to control 

those business activities which makes a harmful effect on the society.  
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To study the effects and limitations of CSR policy running in India now and than 

To study the issues and challenges for applying CSR in India 
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Introduction: 
CSR is an important element of development because companies need to look after their 

communities, particularly those that are operating in rural areas. But, CSR also has an 

environmental aspect that the business might influence based on their operation Many companies 

might have motivations for doing CSR such as the genuine care of their environment and society 

that would eventually become their source of human capital as well as raw materials that they 

need to sustain. Also, some companies will see it as an important element of gaining societal 

acceptance for their operations. It is really true for the companies that are operating in remote 

areas, like mining and oil and gas companies. They are often encountered by many communities 

that indigenously live there, and the companies have to live with these communities. Another 

aspect on CSR is that companies should see it as a voluntary action rather than something that is 

highly regulated. Because it is something that is good for the company to do, it’s not something 

that the company has to do because of law or anything else. On the other hand, companies should 

not be really forced to do CSR as mandatory action, because again, the development players are 

not just companies. It also includes government as well as civil society and the community itself. 

 

Data and Methodology: 
The data of this study is secondary data which we have collected from different sources such as 

official websites of department Corporate Affair minister, Newspaper Articles, Research Papers 

and Magazine Articles. As we know the traditional perspective stressed on Corporate 

Philanthropy which means charity for Social, Cultural and Religious purposes and Modern 

Perspective stressed on long term interest of stakeholders and sustainable development. The 

main objective to put this paper over here is to find out that why CSR is so important for an 

Organization, Government, what rules and policies are available to run this in India now, and 

how we could make it even better and contribute in social welfare in all manners.  

 

Review of Literature: 
The pace of increase in knowledge moves towards rapid changes. It grows more and more than 

the passage of time. Therefore, a researcher has to be conscious about the changes and 

developments in the field of his/her study. For this purpose, the researcher has to survey the 

available literature like novels, reports, researches, books, articles, newspapers and journals in 

order to add knowledge in its study.  

Windsor (2001), article examined the future of Corporate Social Responsibility or the 

relationship between business and society in long run. The researcher tried to find out that 

whether the organization and society will come closer to each other in future or not and what will 

be the changing phase of CSR. With the help of history or past trend of CSR, Caroll’s model 

analysis and in global context, the researcher found three emerging alternatives of CSR i.e. 

conception of responsibility, global corporate citizenship, stakeholder management practices. 

Nigel Sarbutts (2003), the paper explored the way of doing CSR by small and medium sized 

companies. The research depicted that a structured approach to managing corporate reputation 

and profit maximization of SME’s through CSR. The societal activities of small and medium 

sized companies is based on their cost is Benefit Analysis. Small Corporation always struggle for 

more reputation and minimization of risk. So, in that situation by imparting much information, 

proper utilization of resources, doing well for businesses, SME‟s can minimize their risk and 

manage CSR. A speech delivered by Mr. Fredrick Ma, secretary for financial services, based on 
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Corporate Social Responsibility (2004) organized by the British consulate. The speaker explored 

the concept of CSR on the basis of survey of 1500 business leader attending the world economic 

forum in bevos. In which 5% leaders said that CSR is important for the success of business, 

while 24% said CSR is not important but the shareholders interest is most important for the 

businesses. But for the speaker, CSR and corporate governance are complementary to each other. 

Corporate governance is a medium of driving CSR among corporate. Further the speaker also 

talked about the role of government in CSR, SME’s as well as for unlisted companies. It was 

also included in their views that CSR should be a part of company’s objective. Moon (2004), 

paper examined the role of government in driving corporate social responsibility among the 

corporate. The study explained that the drivers of CSR are related with business and society. 

Business includes its reputation, corporation itself, employee’s relation knowledge, goals etc. 

further, the study cleared that government is driver of CSR by making this relationship true and 

fair through making through making policies and regulations. The study also embarked other 

country’s situation that how their government entered into businesses for driving CSR. 

Samuel O. Idowu (2007), with their study of twenty companies in U.K., propounded that the 

U.K. companies has now become ethical in the content of social responsibility as companies 

disclose its CSR with a view of public benefits, government request and issue information to 

stakeholders because the companies think that stakeholders of twenty first century are better 

educated them past. 

Vaaland, Heide (2008), paper based on a case study methodology. The paper purpose was to 

handle the CSR critical incidents and utilize this experience in enforcing the CSR activities. The 

study concluded that CSR should be managed by handling unexpected incidents, long term 

reduction of gap between stakeholders and their expectations and company performance and 

finally maintaining relationship with society through interplay between actor, resources and 

activities. 

Gond, Crane (2008), made an analysis on the distortion of corporate social performance concept. 

The research analyzed that the past researches and found some reason of emerging fall in the 

interest of corporate social performance research among the scholars. The paper also suggested 

models on the basis of which the researcher explained that why the CSP concept has lost its 

importance and development.  

Truscott, Bartlett, Trwoniak (2009), paper “The reputation of Corporate Social Responsibility 

industry in Australia” in Australian marketing journal, based on case study methodology. On the 

basis of the interview of key persons of industries in Australia, the term CSR has been explained. 

The industrialist revealed that CSR increasingly has become significant. They shared their views 

of CSR in economic, legal and ethical roles of business in society. Beside this, the industrialist 

viewed CSR as a model of corporate reputation. 

Shah, Bhaskar (2010), has taken a case study of public sector undertaking i.e. Bharat Petroleum 

Corporation Ltd. in their research work. The research has discussed that there is a broad 

relationship between the organization and society. Organization has its existence only with the 

society. Organization used the resources/inputs of the society like material and human etc. In 

reverse, the organization provides services to the society. From the case study of the BPCL, it 

was found that company has taken a lot of initiatives in order to serve the society.  

Mc William & S. Seigal (2010) provided the importance of CSR as a strategy of enhancing 

reputation of companies. The study indicated that firms selling convincing goods which comes 

under the umbrella of CSR activities, leads to consumer loyalty and increased revenue. Further 

the study also indicated the importance of advertising for providing information to consumers 

about the social welfare activities of the firm. Beside this the study also included the importance 
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of media and T.V etc. in order to aware the consumers about firm‟s activities and increasing as 

well damaging the reputation. In this way the study concluded about the reputation of firm 

through CSR. 

Hartman (2011), article “Corporate social Responsibility in the food sector” in European review 

of agriculture economics journal, analyzed the importance of CSR in food sector, particularly 

those companies which have high brand. CSR is an important part of these companies. But 

SME‟s are less capable in discharging their obligation towards society. Further, the research 

found that food sector always tries to improve the controlling and discharging its services 

towards consumers. Consumers also prefer those brands or food firms which give preference to 

CSR activities and provide good product and services. 

Brammer, Jcakson & Matten (2012), study entitled as “Corporate Social Responsibility and 

institutional theory: new perspective on private governance” in Social economic review depicted 

that CSR is not only a voluntary action but beyond that. In this study, CSR had defined under 

institutional theory. The institutional theory stated that corporate social activities are not only 

voluntary activities but it is a part of interface between business and society. Regulation/ 

governance are necessary for enhancing the corporate performance of businesses through CSR. 

The theory also suggested that in what form companies should take its social responsibilities 

whether historical, political or legal form. 

 

Current Scenario of CSR in India: 
Under the Companies Act, 2013, that replaces the nearly six-decade old legislation governing the 

way corporate function and are regulated in India, profitable companies with a sizeable business 

would have to spend every year at least 2 per cent of three-year average profit on CSR works. 

This would apply to the companies with a turnover of Rs 1,000 crore and or more or net worth of 

Rs 500 crore and more, or net profit of Rs 5 crore and more. As per new proposals, from the 

beginning of 2013-14, Top earning PSUs like ONGC, BHEL and NTPC may have to double 

their expenditure on CSR as per the new draft guidelines being finalized by the Department of 

Public Enterprises (DPE). PSUs with net profit between Rs 100-500 crore are required to 

earmark 2-3% of their income. They have to ensure that they spend full amount earmarked for, 

otherwise, they have to disclose why they have not spent these fund. Public sector companies 

with a profit of less than Rs 100 crore are required to contribute 3% of their income for 

undertaking such activities. The proposed guidelines stated that if Public Sector Units (PSU's) 

are unable to spend the earmarked amount for CSR in a particular year, it has to be spent in the 

next two years. The guidelines continue to exempt sick and loss-making PSUs from allocation of 

budget for undertaking CSR activities. 

CSR is not a new concept in India. Ever since their inception, corporate 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 

corporate 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 .Companies have specialized CSR teams that formulate policies, strategies and 

goals for their CSR programs and set aside budgets to fund them. These programs are often 

determined by social philosophy which have clear objectives and are well defined and are 
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aligned with the mainstream business. The programs are put into practice by the employees who 

are crucial to this process. CSR programs ranges from community development to development 

in education, environment and healthcare etc. 
 

 

Stipulation of the Company Bill, 2012 
Every company with net worth of Rs 500 crore or more, or turnover of Rs 1,000 crore or more or 

a net profit of Rs 5 crore or more during any financial year to constitute a CSR Committee of the 

Board consisting of three or more directors, of which at least one director shall be an 

independent director. The Board’s report to disclose the composition of the CSR Committee.  

 

The main functions of the CSR Committee are: 

• Formulate and recommend to the board, a CSR policy indicating the activity or activities to be 

undertaken by the company as specified in Schedule VII of the Act. 

• Recommend the amount to be spent on these activities. 

• Monitor the company's CSR policy periodically. 

After the CSR Committee makes it recommendations, Board of the company shall approve the 

CSR Policy and disclose contents of such policy in its report and also place it on the company's 

website. Further, details about the policy developed and implemented by the company on CSR 

initiatives during the year to be included in the Board's report every year. Board to ensure that 

the activities listed in the CSR Policy are undertaken by the company. Board to ensure that at 

least 2% of average net profits of the company in the three immediately preceding financial years 

are spent in every financial year on such activity. Preference to be given to the local area and 

areas around the company operates for CSR spending. If a company fails to provide or spend 

such amount, Board to specify reasons in its report for that failure. Companies required to 

comply with CSR shall give additional Information by way of notes to the Statement of Profit 

and Loss about the aggregate expenditure on CSR activities. Schedule VII of the Companies Bill 

2012 prescribes activities that may be included by companies in their CSR policies: 

 

• Eradicating extreme hunger and poverty; 

• Promotion of education; 

• Promoting gender equality and empowering women 

• Reducing child mortality and improving maternal health; 

• Combating human immunodeficiency virus, acquired immune 

• deficiency syndrome, malaria and other diseases; 

• Ensuring environmental sustainability; 

• Employment enhancing vocational skills; 

• Social business projects; 

• Contribution to the Prime Minister's National Relief Fund or any other fund set up by the 

Central Government or the State Governments for socioeconomic development and relief and 

funds for the welfare of the Scheduled Castes, the Scheduled Tribes, other backward classes, 

minorities and women; and; 

• Other matters as may be prescribed. 
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Effects of CSR: 
• The contribution of CSR is not to contribute in one sector of society only rather to help 

businesses and to nurture the society over a period of time. Company can contribute under CSR 

in any of the sector (Education, Health, Environment, Upliftment for the society etc.) which they 

like most and which is beneficial for the organization point of view. 

• Corporations should participate effectively and efficiently for CSR contribution as corporations 

are involved with numbers' of stakeholders like customers, employees, suppliers, government, 

creditor, financial institutions, etc. so they have the responsibility to take care of the interest of 

all the stakeholders for their own sustainable growth. 

• Every Corporation must take initiatives for CSR practices to make this planet a better place to 

live and not just this, it will also help corporations to build their goodwill. 

• Corporations can differentiate themselves from their rivals by taking CSR initiatives. 

• Company can take CSR as an opportunity and a platform for growth and survive. 

• A properly implemented CSR concept can bring along a variety of competitive advantages, 

such as enhanced access to capital and markets, increased sales and profits, operational cost 

savings, improved productivity and quality, efficient human resource base, improved brand 

image and reputation, enhanced customer loyalty, better decision making and risk management 

processes. 

• Neither central government nor state government can tell corporate how to spend money 

towards welfare for society. The decision rest on board how money spend in various CSR 

activity. 

 

Limitation of CSR Policy in India at present: 
• No incentive if company pays more than 2% of net profit. 

• Carry forward of such an contribution not being mentioned under the provision of CSR. It 

means if any of the company not able to spend 2% of average profit in any financial year so that 

expenditure not being carry forward for next year. 

• Company does not have adequate profits or is not in a position to spend prescribed amount on 

CSR activities, the directors would be required to give suitable disclosure/reasons in their report 

to the members. 

• It is not clear whether the Section 25 companies or charitable organizations set up by them 

would be included towards CSR. 

• According to the proposed rules, activities relating to eradicating extreme hunger and poverty, 

promotion of education, gender equality and empowerment of women; reducing child mortality 

and improving maternal health, combating HIV-AIDS, malaria and other diseases, ensuring 

environmental sustainability, employment enhancing vocational skills; and contribution to the 

Prime Minister’s National Relief Fund or any other Central or state fund would be considered as 

CSR activity under the Act. 

 

Issues & Challenges for CSR in India: 
Many companies think that corporate social responsibility is a peripheral issue for their business 

and customer satisfaction more important for them. They imagine that customer satisfaction is 

now only about price and service, but they fail to point out on important changes that are taking 

place worldwide that could blow the business out of the water. The change is named as social 

responsibility which is an opportunity for the business. Some of the drivers pushing business 

towards CSR include:  
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The Shrinking Role of Government: In the past, governments have relied on legislation and 

regulation to deliver social and environmental objectives in the business sector. Shrinking 

government resources, coupled with a distrust of regulations, has led to the exploration of 

voluntary and non-regulatory initiatives instead.  

 

Demands for Greater Disclosure: There is a growing demand for corporate disclosure from 

stakeholders, including customers, suppliers, employees, communities, investors, and activist 

organizations. 

 

Increased Customer Interest: There is evidence that the ethical conduct of companies exerts a 

growing influence on the purchasing decisions of customers. In a recent survey by Environics 

International, more than one in five consumers reported having either rewarded or punished 

companies based on their perceived social performance.  

 

Growing Investor Pressure: Investors are changing the way they assess companies' 

performance, and are making decisions based on criteria that include ethical concerns. The 

Social Investment Forum reports that in the US in 1999, there was more than $2 trillion worth of 

assets invested in portfolios that used screens linked to the environment and social responsibility. 

A separate survey by Environics International revealed that more than a quarter of share-owning 

Americans took into account ethical considerations when buying and selling stocks.  

 

Competitive Labor Markets: Employees are increasingly looking beyond paychecks and 

benefits, and seeking out employers whose philosophies and operating practices match their own 

principles. In order to hire and retain skilled employees, companies are being forced to improve 

working conditions.  

 

Supplier Relations: As stakeholders are becoming increasingly interested in business affairs, 

many companies are taking steps to ensure that their partners conduct themselves in a socially 

responsible manner. Some are introducing codes of conduct for their suppliers, to ensure that 

other companies' policies or practices do not tarnish their reputation. Dr. Ratnam said the 

concept of CSR had different meanings depending on the stakeholder and that depending on the 

specific situation of the enterprises expectations can also vary. 

 

Lack of Community participation in CSR Activities: There is a lack of interest of the local 

Community in participating and contributing to CSR activities of companies. This is largely 

attributable to the fact that there exists little or no knowledge about CSR within the local 

communities as no serious efforts have been made to spread awareness about CSR and instill 

confidence in the local communities about such initiatives. The situation is further aggravated by 

a lack of communication between the company and the community at the grassroots.  

Need to Build Local Capacities: There is a need for capacity building of the local non-

governmental organizations as there is serious dearth of trained and efficient organizations that 

can effectively contribute to the ongoing CSR activities initiated by companies. This seriously 

compromises scaling up of CSR initiatives and subsequently limits the scope of such activities.  

Issues of Transparency: Lack of transparency is one of the key issues brought forth by the 

survey. There is an expression by the companies that there exists lack of transparency on the part 

of the local implementing agencies as they do not make adequate efforts to disclose information 
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on their programs, audit issues, impact assessment and utilization of funds. This reported lack of 

transparency negatively International Conference on Technology and Business Management 

impacts the process of trust building between companies and local communities, which is a key 

to the success of any CSR initiative at the local level.  

Non-availability of Well Organized Non-governmental Organizations: It is also reported that 

there is non-availability of well organized nongovernmental organizations in remote and rural 

areas that can assess and identify real needs of the community and work along with companies to 

ensure successful implementation of CSR activities. This also builds the case for investing in 

local communities by way of building their capacities to undertake development projects at local 

levels.  

Visibility Factor: The role of media in highlighting good cases of successful CSR initiatives is 

welcomed as it spreads good stories and sensitizes the local population about various ongoing 

CSR initiatives of companies. This apparent influence of gaining visibility and branding exercise 

often leads many nongovernmental organizations to involve themselves in event-based 

programs; in the process, they often miss out on meaningful grassroots interventions.  

Narrow Perception towards CSR Initiatives: Non-governmental organizations and 

Government agencies usually possess a narrow outlook towards the CSR initiatives of 

companies, often defining CSR initiatives more donor-driven than local in approach. As a result, 

they find it hard to decide whether they should participate in such activities at all in medium and 

long run.  

Non-availability of Clear CSR Guidelines: There are no clear cut statutory guidelines or policy 

directives to give a definitive direction to CSR initiatives of companies. It is found that the scale 

of CSR initiatives of companies should depend upon their business size and profile. In other 

words, the bigger the company, the bigger is its CSR program.  

Lack of Consensus on Implementing CSR Issues: There is a lack of consensus amongst local 

agencies regarding CSR projects. This lack of consensus often results in duplication of activities 

by corporate houses in areas of their intervention. This results in a competitive spirit between 

local implementing agencies rather than building collaborative approaches on issues. This factor 

limits company’s abilities to undertake impact assessment of their initiatives from time to time. 

Recommendations: 

• It is found that there is a need for creation of awareness about CSR amongst the general public 

to make CSR initiatives more effective 

• It is noted that partnerships between all stakeholders including the private sector, employees, 

local communities, the Government and society in general are either not effective or not 

effectively operational at the grassroots level in the CSR domain. This scenario often creates 

barriers in implementing CSR initiatives. It is recommended that appropriate steps be undertaken 

to address the issue of building effective bridges amongst all important stakeholders for the 

successful implementation of CSR initiatives 

• It is noted that only medium and large corporate houses are involved in CSR activities, that too 

in selected geographical areas. This issue builds a case for more companies to be brought under 

the CSR domain. 
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• It is found that corporate houses and non-governmental organizations should actively consider 

pooling their resources and building synergies to implement best CSR practices to scale up 

projects and innovate new ones to reach out to more beneficiaries. 

• It is found that many CSR initiatives and programs are taken up in urban areas and localities. 

As a result, the impact of such projects does not reach the needy and the poor in the rural areas. 

This does not mean that there are no poor and needy in urban India; they too equally suffer from 

want of basic facilities and services.  

• It is noted that the Government should consider rewarding and recognizing corporate houses 

and their partner non-governmental organizations implementing projects that effectively cover 

the poor and the underprivileged. 

• It is noted that CSR as a subject or discipline should be made compulsory at business schools 

and in colleges and universities to sensitize students about social and development issues 

• As there are a number of companies involved in CSR activities, it is recommended that an 

accreditation mechanism should be put in place for companies through an independent agency 

for mainstreaming and institutionalizing CSR in the main business framework of the companies. 

• It is recommended that companies involved in CSR activities urgently consider pooling their 

efforts into building a national alliance for corporate social responsibility. 

Conclusion: 
The concept of corporate social responsibility is now firmly rooted on the global business 

agenda. But in order to move from theory to concrete action, many obstacles need to be 

overcome. A key challenge facing business is the need for more reliable indicators of progress in 

the field of CSR, along with the dissemination of CSR strategies. Transparency and dialogue can 

help to make a business appear more trustworthy, and push up the standards of other 

organizations at the same time. As we know corporates can't stand alone they also needs the 

support of their society at large which is important for their development and goodwill. Many 

large corporations now taking steps to improve their environmental and social performance 

through the use of voluntary initiatives such as codes of conduct, environmental certification and 

reporting, social audits, fair trading schemes and social investment programmes. Corporates and 

government must work together and through this, they can bring drastic changes in the welfare 

schemes of society. 
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