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Abstract- Presently Corporate Social Responsibility (CSR) expenditure is at the discretion of the corporate however after 

enactment of Section 135 of Companies Act 2013 such expenditure is made mandatory for certain corporate sector. It is 

the responsibility of the corporations operating within society to contribute towards economic, social and environmental 

development that creates positive impact on society at large. Movement aimed at encouraging companies to be more 

aware of the impact of their business on the rest of society, including their own stakeholders and the environment. 

Corporate social responsibility (CSR) is a business approach that contributes to sustainable development by delivering 

economic, social and environmental benefits for all stakeholders.CSR is a concept with many definitions and practices. 

The way it is understood and implemented differs greatly for each company and country. Moreover, CSR is a very broad 

concept that addresses many and various topics such as human rights, corporate governance, health and safety, 

environmental effects, working conditions and contribution to economic development. The purpose of CSR is to drive 

change towards sustainability. Although some companies may achieve remarkable efforts with unique CSR initiatives. 

The practical application of CSR is encountered with a lot of issues and challenges. Through this paper researcher strives 

to analyze   the issues and challenges of practical application of CSR and measures in order to  overcome from  these 

issues.  
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I. INTRODUCTION 

Presently Corporate Social Responsibility (CSR) expenditure is at the discretion of the corporate however after 

enactment of Section 135 of Companies Act 2013 such expenditure is made mandatory for certain corporate sector. 

Corporate Social Responsibility (CSR) has been in existence for a long time and is almost as old as civilization. It is 

based on the Gandhian Principle of “trusteeship concept” whereby business houses are looked upon as trustees of 

the resources they draw from society and thus are expected to return them back manifold. CSR is extremely 

important for sustainable development of all stakeholders i.e. all the people, on whom the business has an impact, 

including the society at large. Company is a social institution having duties and responsibilities towards the 

community in which if functions.Its objective is to bring about maximization of social welfare and common good. 

Its objective is to bring about maximization of social welfare and common good.It is the responsibility of the 

corporations operating within society to contribute towards economic, social and environmental development that 

creates positive impact on society at large. Although there is no fixed definition, however the concept revolves 

around that fact the corporations need to focus beyond earning just profits. The term became popular in the 1960s 

and now is formidable part of business operations.The corporate social responsibility (CSR) movement began as a 

response to advocacy for corporations to play a role in ameliorating social problems due to their economic power 

and overarching presence in daily life.Now, the movement is transitioning from its reliance on purely voluntary 

activity to the greater use of laws. The push for legalization came because voluntary CSR presented problems such 

as free-riding i.e. companies taking advantage of benefits without actually spending as  greenwashing posing as 

CSR, and false disclosures.Governments are now modifying their laissez faire approach and considering legal 

rule.the Ministry of Corporate Affairs, Government of India has notified the Section 135 of the Companies Act, 

2013 along with Companies (Corporate Social Responsibility Policy) Rules, 2014 hereinafter CSR Rules and other 

notifications related thereto which makes it mandatory (with effect from 1st April, 2014) for certain companies who 

fulfill the criteria as mentioned under Sub Section 1 of Section 135 to comply with the provisions relevant to 

Corporate Social Responsibility. As mentioned by United Nations Industrial Development Organization (UNIDO), 

CSR is generally understood as being the way through which a company achieves a balance of economic, 

environmental and social imperatives i.e. Triple-bottom-Line- Approach while at the same time addressing the 

expectations of shareholders and stakeholders. 

 

II. CORPORATE SOCIAL RESPONSIBILITY 

The term "Corporate Social Responsibility (CSR)" can be referred as corporate initiative to assess and take 

responsibility for the company's effects on the environment and impact on social welfare. The term generally applies 

to companies efforts that go beyond what may be required by regulators or environmental protection groups. 

Corporate social responsibility may also be referred to as "corporate citizenship" and can involve incurring short-

term costs that do not provide an immediate financial benefit to the company, but instead promote positive social 

and environmental change. 

https://link.springer.com/article/10.1007/BF00705587
http://www.sciencedirect.com/science/article/pii/S1045235412000998
https://www.forbes.com/sites/danpontefract/2016/09/24/faking-corporate-social-responsibility-does-not-fool-employees/#6e2f68b67994
https://www.forbes.com/sites/eshachhabra/2014/04/18/corporate-social-responsibility-should-it-be-a-law/#536df93f3736
https://www.forbes.com/sites/eshachhabra/2014/04/18/corporate-social-responsibility-should-it-be-a-law/#536df93f3736
https://www.forbes.com/sites/eshachhabra/2014/04/18/corporate-social-responsibility-should-it-be-a-law/#536df93f3736
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Companies generally consider CSR activities as philanthropic activities. However, some companies with long term 

vision have realized that if they want to survive or want sustainability in the long run, they have to adopt themselves 

to play an active role to contribute for the welfare of its all stakeholders and particularly society around it. This 

vision prompted companies to run their business to produce an overall positive impact on society on a continuous 

basis by contributing for the economic development and betterment of quality of life of all stakeholders.Community 

around the company expects employment, development of infrastructure, care for the environment, educational 

institutions and other developmental activities from the companies operating around them. Beneficiaries of CSR 

activities develop a positive attitude towards the companies and help in promoting the brand value or goodwill of the 

philanthropic companies.According to OECD CSR is a Corporate responsibility involves the search for an effective 

„fit‟ between businesses and the societies in which they operate. On the other side UN defined that CSR is 

management concept whereby companies integrate social and environmental concerns in their business operations 

and interactions with their stakeholders. In words of EU CSR is the responsibility of enterprises for their impacts on 

society. 

Like other concepts, CSR also came to India from the western economies and has been evolving in due course of 

time. This concept differs from basic philanthropy and charity where there is not much accountability or 

responsibility attached. Whereas CSR activities quite simply suggests that businesses cannot succeed in isolation, 

especially when the society fails. Some of the similar terminologies are Corporate Citizenship, Business 

Responsibility, Corporate Conscience etc. Hence we can take a inference from these definitions that CSR is a 

acompany‟s sense of responsibility towards the community and environment both ecological and social in which it 

operates. 

 

III. INDIAN LEGISLATIVE APPROACH ON CORPORATE SOCIAL RESPONSIBILITY 

Before 1947 CSR is manifested through the charity that used to perform by businessman and philanthropists with a 

strong religious sentiment. But Later 1947 The gandhian philosophy of trusteeship was popular. After 1991 the era 

where entry of global players allowed which enhanced the competition in the market. The global standards of CSR 

motivated the local players to repond to the needs and enhance the brand value and meet consumer satisfaction. In 

year of 2000 and thereafter the global information sharing allowed the Indian government to incorporate the best 

practices that made india the first country to mandate CSR. The undertone has been focused on partnership and 

triple bottom line of management and just on monetary alliance. India is the first country in the world to 

make corporate social responsibility (CSR) mandatory, following an amendment to The Company Act, 2013 in 

April 2014. Businesses can invest their profits in areas such as education, poverty, gender equality, and 

hunger.Corporate Social Responsibility is a concept, which has become dominant in business reporting. Every 

corporation has a policy concerning CSR and produces a report annually detailing its activity.The companies on 

whom the provisions of the CSR shall be applicable are contained in Sub Section 1 of Section 135 of the Companies 

Act, 2013. As per the said section, the companies having Net worth of INR 500 crore or more; or Turnover of INR 

1000 crore or more; or Net Profit of INR 5 crore or more during any financial year shall be required to constitute a 

Corporate Social Responsibility Committee of the Board "hereinafter CSR Committee" with effect from 1st April, 

2014. every company having such prescribed Net worth or Turnover or Net Profit shall be covered within the ambit 

of CSR provisions. The section has used the word "companies" which connotes a wider meaning and shall include 

the foreign companies having branch or project offices in India. 

Once a company is covered under the ambit of the CSR, it shall be required to comply with the provisions of the 

CSR. The companies covered under the Sub section 1 of Section 135 shall be required to do the following activities:  

As provided under Section 135(1) itself, the companies shall be required to Constitute Corporate Social 

Responsibility Committee of the Board "hereinafter CSR Committee". The CSR Committee shall be comprised of 3 

or more directors, out of which at least one director shall be an independent director. 

The Board's report shall disclose the compositions of the CSR Committee. 

All such companies shall spend, in every financial year, at least two per cent of the average net profits of the 

company made during the three immediately preceding financial years, in pursuance of its Corporate Social 

Responsibility Policy. It has been clarified that the average net profits shall be calculated in accordance with the 

provisions of Section 198 of the Companies Act, 2013. Also, proviso to the Rule provide 3(1) of the CSR Rules that 

the net worth, turnover or net profit of a foreign company of the Act shall be computed in accordance with balance 

sheet and profit and loss account of such company prepared in accordance with the provisions of clause (a) of sub-

section (1) of section 381 and section 198 of the Companies Act, 2013. 

In other words Section 135 of the Companies Act provides the threshold limit for applicability of the CSR to a 

Company i.e. (a) net worth of the company to be Rs 500 crore or more,  (b) turnover of the company to be Rs 1000 

crore or more, (c) net profit of the company to be Rs 5 crore or more.  Further s per the CSR Rules, the provisions of 

https://www.india-briefing.com/news/corporate-social-responsibility-india-examining-scope-smes-16775.html/
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CSR are not only applicable to Indian companies, but also applicable to branch and project offices of a foreign 

company in India.  Every qualifying company requires spending of at least 2% of its average net profit for the 

immediately preceding 3 financial years on CSR activities. Further, the qualifying company will be required to 

constitute a committee (CSR Committee) of the Board of Directors (Board) consisting of 3 or more directors. The 

CSR Committee shall formulate and recommend to the board, a policy which shall indicate the activities to be 

undertaken (CSR Policy), recommend the amount of expenditure to be incurred on the activities referred and 

monitor the CSR Policy of the company. The board shall take into account the recommendations made by the CSR 

committee and approve the CSR Policy of the company.  This definition of CSR assumes significance as it allows 

companies to engage in projects or programs relating to activities enlisted under the Schedule. Flexibility is also 

permitted to the companies by allowing them to choose their preferred CSR engagements that are in conformity with 

the CSR policy.  

 

IV. CSR COMMITTEE AND ITS ROLE 

The CSR Committee will consist of four Directors, who shall meet at least twice in a year to discuss and review the 

CSR activities and policy. The quorum shall be two members are required to be present for the proceeding to take 

place. The CSR Committee constituted in pursuance of Section 135 of the Companies Act, 2013 shall be required to 

carry out the following activities:  

Formulate and recommend to the Board, a Corporate Social Responsibility Policy which shall indicate the activities 

to be undertaken by the company as specified in Schedule VII;  

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

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

 

V. ACTIVITIES UNDER CSR 

The activities that can be done by the company to achieve its CSR obligations include 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 socio-economic development and relief and funds for the welfare of the 

Scheduled Castes, the Scheduled  Tribes, other backward classes, minorities and women and such other matters as 

may be prescribed.  

 

VI. CURRENT SCENARIO OF CSR IN INDIA 

CSR in India has traditionally been seen as a philanthropic activity. And in keeping with the Indian tradition, it was 

an activity that was performed but not deliberated. As a result, there is limited documentation on specific activities 

related to this concept. However, what was clearly evident that much of this had a national character encapsulated 

within it, whether it was endowing institutions to actively participating in India‟s freedom movement, and embedded 

in the idea of trusteeship. As some observers have pointed out, the practice of CSR in India still remains within the 

philanthropic space, but has moved from institutional building (educational, research and cultural) to community 

development through various projects. Also, with global influences and with communities becoming more active 

and demanding, there appears to be a discernible trend, that while CSR remains largely restricted to community 

development, it is getting more strategic in nature (that is, getting linked with business) than philanthropic, and a 

large number of companies are reporting the activities they are undertaking in this space in their official websites, 

annual reports, sustainability reports and even publishing CSR reports. The Companies Act, 2013 has introduced the 

idea of CSR to the forefront and through its disclose-or-explain mandate, is promoting greater transparency and 

disclosure. Schedule VII of the Act, which lists out the CSR activities, suggests communities to be the focal point. 

On the other hand, by discussing a company‟s relationship to its stakeholders and integrating CSR into its core 

operations, the draft rules suggest that CSR needs to go beyond communities and beyond the concept of 

philanthropy. It will be interesting to observe the ways in which this will translate into action at the ground level, 

and how the understanding of CSR is set to undergo a change. Now 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. But the practical implementation of CSR is faced with 

a lot of issues and challenges. 
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VII. ISSUES AND CHALLENGES FOR IMPLEMENTATION OF CSR 

Firstly, 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.  

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.  

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.  

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.  

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. 

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 

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

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.  

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. 

Employees are increasingly looking beyond pay checks 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.  

In order to crystal gaze the future of CSR in India and take time bound steps to mainstream it, the recommendations 

of the survey are firm indications of the existing state of affairs in the CSR domain; they correspondingly call for 

necessary and appropriate steps to be initiated to put CSR on firmer ground. Keeping in view the broad results of the 

survey, the following recommendations are listed for serious consideration by all concerned stakeholders for their 

effective operationalization to deepen CSR in the company„s core business and to build collaborative relationships 

and effective networks with all involved.  

 

VIII. MEASURES TO DEAL ISSUES AND CHALLENGES 

In order to overcome the issues and challenges of CSR, certain steps need to be taken. Firstly, it is found that there is 

a need for creation of awareness about CSR amongst the general public to make CSR initiatives more effective. This 

awareness generation can be taken up by various stakeholders including the media to highlight the good work done 

by corporate houses in this area. This will bring about effective changes in the approach and attitude of the public 

towards CSR initiatives undertaken by corporate houses. This effort will also motivate  

other corporate houses to join the league and play an effective role in addressing issues such as access to education, 

health care and livelihood opportunities for a large number of people in India through their innovative CSR 

practices. Thus, the social justice agenda of the day would be fulfilled more meaningfully. Secondly, 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. Appropriate steps should be 

undertaken to address the issue of building effective bridges amongst all important stakeholders for the successful 
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implementation of CSR initiatives. As a result, a long term and sustainable perspective on CSR activities should be 

built into the existing and future strategies of all stakeholders involved in CSR initiatives.  

 Companies involved in CSR implement projects in the areas of health, education, environment, livelihood, disaster 

management and women empowerment, to mention a few. In many such contexts, it„s noticed that companies end 

up duplicating each other„s efforts on similar projects in the same geographical locations. This creates problems and 

induces a competitive spirit amongst companies. Considering the diverse issues and different contexts that exist 

currently in the CSR domain, the companies involved in CSR activities urgently consider pooling their efforts into 

building a national alliance for corporate social responsibility. This alliance, representing various industry interests, 

should take up broad development agenda and provide high value services to the poor and the underprivileged. Over 

the years, the alliance would grow into a special purpose vehicle (SPV) and work closely with stakeholders to raise 

the level and quality of CSR interventions.  

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 to reach out to more beneficiaries. This 

will increase the impact of their initiatives on the lives of the common people. After all, both corporate houses and 

nongovernmental organizations stand to serve the people through their respective projects and initiatives. The 

scaling up and sustainability of CSR projects need to be safeguarded at all costs for their efficiency and efficacy.  

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. While focusing on urban 

areas, the companies should also actively consider their interventions in rural areas on education, health, girl child 

and child labor as this will directly benefit rural people. After all, more than 70 per cent people still reside in rural 

India. 

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.  

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 and the role of CSR in helping corporate houses strike a 

judicious balance between their business and societal concerns. Such an approach will encourage and motivate 

young minds, prepare them face future development challenges and help them work towards finding more 

innovative solutions to the concerns of the needy and the poor. The involvement of professionals from the corporate 

sector, non-governmental organizations and business schools would be key in ensuring youth participation in civic 

issues.  

 Many corporate houses in the country that are directly involved in various CSR initiatives. These companies 

continue to decide their own projects depending on a number of parameters. These efforts are driven purely by the 

company„s operational perspectives and ease of implementation of their CSR projects. As there are a number of 

companies involved in CSR activities, 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.  

The role and efforts of the private sector in taking development agenda forward with focus on education, health, 

environment, livelihood, women empowerment, disaster management to mention a few have been visible and 

effective. Some innovative models are also available of private sector interventions in these areas. In order to push 

the development agenda in a mission mode, the realistic and operational models of engagement between all three 

important stakeholders – the Government, the non-governmental organizations and the private sector – are jointly 

explored and addressed. . 

IX. NEED REFORMS IN CSR POLICY OF INDIA 

Our analysis shows that the law in its current form is failing to promote CSR activity. Its poor design and lack of 

clear obligations, set in a milieu of poor law enforcement, is also not generating an ethical obligation to obey the law 

in spirit.  

Our findings are of value to policy makers and suggest it„s time to reform laws – to socialize corporations and CEOs 

in terms of their legal obligations and the benefits of CSR activity, to design enforcement mechanisms and to 

generate ethical behavior.  

India„s legal provisions contain vague language and permit a high degree of self- interpretation that undermines 

legislative intent. For example, it allows banks to list ―staff training in fire safety‖  as part of CSR even though this 

should be a strictly mandatory workplace safety activity.  

 

X. CONCLUSION 

The provisions of CSRappears to be formulated based on a traditional understanding that top management is solely 

responsible for ethical behavior and CSR activity, without making the connection between the company and its 
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stakeholders. There is no explanation for how the CSR provision fits within the wider ambit of a corporation„s role 

and purpose, the duties expected of its directors or the information it is expected to disclose. Until such time that the 

law is made more precise and backed up by effective enforcement and penalties for non-compliance, it will not 

promote CSR or make companies engage more with stakeholders. Section 135 is merely a stealth tax and will 

impose unnecessary compliance burdens.  

In reality, companies are generally not transparent on the CSR activities undertaken by them. They usually window 

dress their accounts to show that they meet the mandatory CSR spending. Furthermore, many companies engage in 

selective CSR tasks which ultimately benefit their brand value and help them grow rather than activities that 

genuinely serve society at large. Hence, the CSR norms in its present form is suffering from serious infirmities due 

to which it has failed to serve its purpose. Further, due to lack of coercive enforcement mechanism, the law has also 

failed in widespread compliance and real effectiveness. Hence, the Government needs to  takesteps to amend the 

existing law and make it more stringent.  
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