
Changing Dimensions of Corporate Social
Responsibility in India

Dr. Ashok Kumar Sharma1

Abstract

Corporate Social Responsibility is gradually moving from its historical focus on business
philanthropy to a broader set of activities and integrates the practice of CSR into
the core strategy of the organisation. CSR is evolving in response to profound external
forces, including meeting legal and regulatory obligations and responding to the broader
public opinions. For many developing countries, a major limitation to CSR studies
has been the difficulties associated with proper legislative measures and measuring
CSR practices. CSR index can be used to calculate the level of a company’s CSR
practices. Developing countries need a suitable CSR structure to implement CSR practices
in order to be able to identify the advantages for their stakeholders. Companies need
to identify the importance of cultivating a new set of CSR practices in order to compete
successfully in a global market. CSR is gradually metamorphosing from a mere philosophy
to a strong business case for Indian industry.
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Introduction

ne of the biggest corporate fads of the 1990s was the flowering of ‘corporate social
responsibility’ (CSR). A Harvard University study found that ‘stakeholder balanced

‘companies showed four times the growth rate compared to companies that are shareholder-
only focused. A company’s dedication to CSR can help to attract and retain employees.
More a company is committed to CSR, the less they are exposing themselves to business
risk. Social responsibility meant in early phases just providing safety for the workers at
workplace and concern for their health, reducing pollution and creating other welfare schemes
in the areas like education and employment.

CSR has been gathering momentum for the past 10 years. CSR is more in the spotlight
now than ever since multinational corporations’ power over world economy. Companies
need to satisfy not only stockholders but also those with less explicit or implicit claims.
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This theory does not has separate ethics from business, and argues that the needs and
demands of all stakeholders must be balanced. It is a way for a company to take care
of all the stakeholders. There is an expectation on business to be a good corporate citizen
and with that to fulfil voluntary philanthropic responsibility.

Conceptual Framework of CSR

There exists no universally accepted definition of the term CSR. Meijer & Schuyt (2005)
defines CSR as: Social responsibility of business encompasses the economic, legal, ethical,
and discretionary (philanthropic) expectations that society has of organisation at a given
point in time. One term closely related to CSR is the Triple Bottom Line.

The term coined by Elkington (1997), basically tries to encapsulate the three spheres of
sustainability: the economic, the social and the environmental.

Economic

       Social    Environmental

Fig. 1. Elements of the Triple Bottom Line

The concept of Triple Bottom Line is measurable and can be used for comparison between
companies. Carroll sees Total Corporate Social Responsibility as:

+ Economic Responsibilities

+ Legal Responsibilities

+ Ethical Responsibilities

+ Philanthropic Responsibilities

————————————————

= Total Corporate Social Responsibility
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This can be shown diagrammatically as:

Philanthropic
Responsibility

Be a good corporate citizen

Ethical
Responsibility
Be a ethical

Legal
Responsibility
Obey the Law

Economic
Responsibility
Be profitable

Fig. 2. Carroll’s CSR Model

Legal responsibility lies in the bottom of the pyramid and ethical responsibilities can be
found in the middle of the pyramid. To take ethical responsibility means doing more than
the law demands because of moral standards. Philanthropy is at the top of the pyramid,
but legal and ethical responsibilities are a prerequisite for its justification of CSR. According
to some experts philanthropy is not a part of CSR. They see philanthropy as ‘floating’
above the pyramid rather than being a part of it.

Carroll’s CSR model was designed for the developed world. Visser examined the state
of CSR in Africa, utilising Carroll’s (1979) CSR pyramid in his analysis and has suggested
that the order of the pyramid does not apply in Africa. Visser saw philanthropic responsibilities
as following basic economic responsibility; only then could legal and ethical responsibilities
follow and he proposed several reasons why philanthropy should take precedence. Visser
concluded that CSR could not be generalised to different countries as per Carroll’s pyramid
model, and that the relative priorities of the different types of CSR depend very much
on the local cultural context. In developing countries CSR practice is focusing on philanthropic
responsibilities.



Changing Dimensions of Corporate Social Responsibility in India

Professional Panorama : An International Journal of Applied Management & Technology

79

Figure 3: CSR Pyramid for Developing Countries

(Source: Adapted from Visser)

The origins and conceptualisation of CSR are rooted in the historical and cultural traditions
of each country. CSR is gradually moving from its historical focus on business philanthropy
to a broader set of activities that engage business with the full range of its stakeholders
and integrate the practice of CSR into the core strategy of the organisation. CSR is evolving
in response to profound external forces, including meeting legal and regulatory obligations
and responding to the broader public opinions that demand higher standards of accountability,
meeting environmental requirements and assuring appropriate labour standards. Companies
are partnering with other stakeholders including both governments and non-government
organisations in implementing CSR activities.

Role of Corporate Sector in Sustainable Development

Sustainable global development will not be possible without a change of values and a resulting
change in the way people think and behave in crucial areas. Different stakeholders expect
different things as to the social responsibility.

India’s population has crossed 1.2 billion mark. If future generations are to enjoy a high
quality of life, then this generation’s plans must include opportunities for our communities’
most disenfranchised stakeholders and they must guarantee the integrity of its natural resources.

Ethical
Adopt voluntary codes of governance

and ethics

Legal Responsibilities
Ensure good relations with government

officials

Philanthropic
Set aside community funds for

corporate social projects

Economic Responsibilities
Provide investment, create jobs and

pay taxes
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The most comprehensive global development initiative was the 1992 governmental United
Nations Conference on Environment and Development (UNCED). New pathways were
opened for public participation in intergovernmental communications, allowing for increased
communication and cooperation between governmental and non-governmental organisations.

A sustainable global development will not be possible without a change in values. A company
is supposed to offer good-quality products and services on the market that meet effective
demand. In the process it should offer employees good working conditions and treat them fairly.
In addition, the environment should be protected in a sustainable manner, all laws and regulatory
requirements should be observed and taxes paid, and the substantial contributions to pension
funds and insurance systems which a company also makes add further value for society.

Companies are beginning to learn that environmental concerns are important. They need to
realise that ethical considerations must permeate into the entire organisation to achieve the goals
of sustainability. The ideology of ‘profits only’ must be discarded. No doubt, unethical practices
may give an initial advantage but it can tarnish company’s image sooner or later. The companies
must realise that pressure groups have a voice because of their being voluntary character.

In India, the concept of CSR is governed by clause 135 of the Companies Act, 2013,
which was passed by both Houses of the Parliament, and had received the assent of the
President of India on 29 August 2013.With effect from April 1, 2014, every company 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
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 for computing CSR expenditure.

The other reporting requirement mandated by the government of India, including CSR is
by the SEBI which issued a circular on 13 August 2012 mandating the top 100 listed companies
for a business responsibility reporting. The disclosure on CSR in Board Report should also
be available on the Company’s Website.

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 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, animal welfare, protection of national heritage and art
and culture. These activities also include measures for the benefit of armed forces veterans,
war widows and their dependents, training to promote sports, contribution to the prime minister’s
national relief. In determining CSR activities to be undertaken, preference would need to
be given to local areas and the areas around where the company operates.

A company can undertake its CSR activities through a registered trust or society, a company
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established by its holding, subsidiary or associate company. In case of other entities, such
entity would need to have an established track record of three years undertaking similar
activities. The report of the Board of Directors attached to the financial statements of
the Company would also need to include an annual report on the CSR activities of the
company, the composition of the CSR Committee, the average net profit for the last three
financial years and the prescribed CSR expenditure. If the company has been unable to
spend the minimum required on its CSR initiatives, the reasons for not doing so are to
be specified in the Board Report.

Conclusion
Developing countries need a suitable CSR structure to implement CSR practices in order
to be able to identify the advantages for their stakeholders. Companies need to identify
the importance of cultivating a new set of CSR practices in order to compete successfully
in a global  market. CSR is gradually metamorphosing from a mere philosophy to a strong
business case for Indian industry. Over the years, the nature of the involvement of business
houses with social causes has undergone a sea change. It has moved away from charity
and dependence to empowerment and partnership. CSR stands to support the Company’s
Vision and directions that stands for its stakeholders. An ISO 26000 is the accepted worldwide
standard for Corporate Social Responsibility (CSR). CSR encourage a positive impact through
its activities on the environment, and all the stakeholders.
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