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Abstract- Corporate social responsibility is not a new concept in India. It has a deep rooted connection in India. India has 

a venerable tradition of philanthropy. The passing of the Indian Companies Act, 2013 marks a revolutionary phase in the 

evolution of corporate social responsibility in India. T his Act has infused a long awaited change by mandating the 

reporting on the investments of 2% of profits earned by the corporate entities towards the welfare of the society leads to a 

paradigm shift in the contribution of the Companies make towards the growth, welfare and the development of the 

society. It has created a more structured approach to the roles  the Companies would now play and the investments that 

would be made in the critical areas of development such as eradicating the extreme hunger and poverty, promotion of 

education, promoting the gender equality and empowering women, reducing the child mortality, employment enhancing 

vocational skills, social business projects etc. Although the India is a fast growing economy but still it is not in a position 

to solve all these problems due to the lack of sufficient financial and other resources. It becomes more imperative for the 

Indian Companies to be sensitized to CSR in the right perspective in order to facilitate and creating an enabling 

environment for the partnership between the civil society and business. Almost all Companies, irrespective of their size 

and sector had some awareness of corporate responsibility and its potential benefits. But still the corporate social 

responsibility has not become a part of the core business strategy in most of the Companies in India. The success of CSR 

lies in practicing it as a core part of company's development strategy. This paper is an attempt to study the various issues 

and challenges faced by the CSR in India and providing a set of proposed solutions to face these challenges. 
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I. OBJECTIVES OF THE STUDY – 

This study has the following objectives- 

1) To understand the concept of CSR. 

2) To examine the corporate social responsibility practices in India. 

3) To know the challenges faced in the execution of corporate social responsibility. 

4) To provide a set of solutions to face the challenges. 

 

II. RESEARCH METHODOLOGY- 

This paper is based on descriptive studies and uses the secondary data for knowing the challenges and the solutions 

for corporate social responsibility in India. This study collects the data from secondary sources like internet, books, 

journals, newspapers, research articles and other sources. 

 

III. INTRODUCTION- 

Corporate social responsibility may be defined as the ethical way of doing business that has significant impact on 

society and community development. CSR initiatives range from overall development of a community to supporting 

specific causes like education, environment, healthcare etc.  

According to The World Business Council For Sustainable Development, "Corporate Social Responsibility is the 

continuing commitment by business to behave ethically and contribute to economic development while improving 

the quality of life of the workforce and their families as well as of the local community and society at large". 

The Institute of Directors, UK (2002), ―CSR is about businesses and other organizations going beyond the legal 

obligations to manage the impact they have on the environment and society. In particular, this could include how 

organizations interact with their employees, suppliers, customers and communities in which they operate, as well as 

the extent they attempt to protect the environment. 

 

IV. PHASES OF CSR DEVELOPMENT IN INDIA- 

India has the world‘s richest tradition of corporate social responsibility. Though the term CSR is comparatively new, 

the concept itself dates back to over a hundred years. CSR in India has evolved through different phases, like 

community engagement, socially responsible production and socially responsible employee relations. Its evolution 

can be divided into four major phases. 
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4.1 PHASE 1 (1850 TO 1914) 

The first phase of CSR is known for its charity and philanthropic nature. CSR was influenced by family values, 

traditions, culture and religion. The wealth of businessmen was spent on the welfare of society, by setting up 

temples and religious institutions. In times of drought and famine these businessmen opened up their granaries for 

the poor and hungry. With the start of the colonial era, this approach to CSR underwent a significant change. In pre-

Independence times, the pioneers of industrialization names like Tata, Birla, Godrej, Bajaj, promoted the concept of 

CSR by setting up charitable foundations, educational and healthcare institutions, and trusts for community 

development. During this period social benefits were driven by political motives. 

 

4.2 PHASE 2 (1914 TO 1960) 

The second phase was during the Independence movement. Mahatma Gandhi urged rich industrialists to share their 

wealth and benefits with the poor and marginalized in society. His concept of trusteeship helped socio-economic 

growth. According to Gandhi, companies and industries were the ‗temples of modern India‘. He influenced 

industrialists to set up trusts for colleges, and research and training institutions. These trusts were also involved in 

social reform, like rural development, education and empowerment of women.  

 

4.3 PHASE 3 (1960 TO 1990) 

This phase was characterized by the emergence of PSUs (Public Sector Undertakings) to ensure better distribution 

of wealth in society. The policy on industrial licensing and taxes, and restrictions on the private sector resulted in 

corporate malpractices which finally triggered suitable legislation on corporate governance, labour and 

environmental issues. Since the success rate of PSUs was not significant there was a natural shift in expectations 

from public to private sector, with the latter getting actively involved in socio-economic development. In 1965, 

academicians, politicians and businessmen conducted a nationwide workshop on CSR where major emphasis was 

given to social accountability and transparency. 

 

4.4.PHASE 4 (1990 ONWARDS) 

In this last phase CSR became characterized as a sustainable business strategy. The wave of liberalization, 

privatization and globalization (LPG), together with a comparatively relaxed licensing system, led to a boom in the 

country‘s economic growth. This further led to an increased momentum in industrial growth, making it possible for 

companies to contribute more towards social responsibility. What started as charity is now understood and accepted 

as responsibility.  

 

V. CSR IN INDIA – THE LEGAL FRAMEWORK 

Effective from 1 April 2014, India‘s newly amended Companies Act 2013 (MCA, 2013) makes it mandatory for 

companies, private limited or public limited, listed or unlisted, to spend a certain minimum amount on corporate 

social responsibility (CSR) activities.  

The Act applies to companies which have had a net profit of Rs. 5crores or more or net worth of Rs. 500crores or 

more or a turnover of Rs. 1000 crores or more in any financial year [Section 135(1)].  

Such companies must spend a minimum of 2 per cent of the average net profit made during the three immediately 

preceding financial years (Section 135(5)].  

The Act applies to a holding company, its subsidiary, and even a foreign company with a branch or project office in 

India [Section 2(42)]. 

As per Section 198 of the Act, in calculating net profit, among many other things, depreciation and interest on loans 

and debentures will be deducted but the income tax payable by the company will not be. 

Every company that meets the net profit, net worth, or turnover criteria of the Act has to constitute a CSR 

Committee of its Board. The Committee must consist of 3 or more members24from the directors of the Company 

Board. Moreover, at least one of the members of the committee has to be an independent director. While an unlisted 

or a private limited company is exempted from having an independent director as a member, a private limited firm 

may have only 2 member directors in the Committee. A foreign firm may have 2 members, comprising of one 

resident in India [Section 380(d)] and another nominated by foreign firm. If a company ceases to be covered under 

the net profit or net worth or turnover criteria of the Act for three preceding financial years, then it is under no 

obligation to constitute a CSR committee of the Company Board (MCA, 2014b).The CSR Committee thus 

constituted must formulate and recommend a CSR Policy for the company to the Company Board. The CSR Policy 

must indicates the activities to be undertaken by the company as per Schedule VII , recommend the amount of 

expenditure to be incurred on the activities, institute a transparent monitoring mechanism for the implementation of 

the policy, and monitor the CSR policy from time to time. 
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VI. CSR INITIATIVES TAKEN BY INDIAN COMPANIES- 

Corporate Social Responsibility (CSR) is a transformational practice by the business corporations in India, mandated 

by the government. As an initiative towards the collective community well-being, CSR is a positive step towards the 

upliftment of the society. These are the top companies which have incorporated CSR initiatives in their policies 

successfully: 

1)Tata Chemicals Ltd.  

Tata Chemicals Ltd is committed to serve the national and local deprived communities, present in their area of 

operations. Their focus is highlighted in their initiative programmes, BEACON, further declassified as: 

 • Blossom: Promotion and development of native handicraft. •Enhance: Overall enhancing the quality of life.  

•Aspire: Education and vocational skill development. •Conserve: Investment in Bio-diversity, natural resource and 

climate change management leading to increase in environment sustainability. •Nurture: Health care, sanitary 

solutions and safe drinking water. 

2)Ambuja Cements 

Committed to providing quality lives to the unprivileged, Ambuja Cement emphasizes on utilizing the hidden talent 

of people. It also focuses on generating goodwill amongst its stakeholders through their community initiatives. 

3)Infosys 

 As a leading software company, Infosys provides programs of quality education to its citizens,           increasing 

their IT skills and proficiency. They are sensitive towards vigilant utilization of natural resources, and    believe that 

the use of energy has a direct impact on the environment. 

4) Mahindra & Mahindra (M&M) 

Always supporting the enhancement of the quality of life, education and health, M&M affirm their                                     

commitment to the welfare of community, employees and its stakeholders. One of their recent CSR initiative,   ―Rise 

for good‖, supports youth, girls and farmers. The company is committed to run their business with integrity and 

responsibility. 

5)ITC 

 Crafting its CSR strategies towards societal sustainability, ITC creates a balance between its dual mission of      

providing stakeholder and social value enhancement. Some of its noticeable efforts are in agriculture sector of the 

country. 

6)Tata Motors 

 Environmental and societal consciousness goes hand in hand, for Tata Motors Ltd. Their initiatives are    centered 

on health, primary education, skill training, women empowerment and support services for differently-abled. The 

programs hold local, national and global relevance. 

7) Hindustan Zinc Ltd 

Harmonious and equitable growth is the aim of the CSR initiatives of Hindustan Zinc Ltd. They prioritize inclusive 

growth, and therefore, have an internal committee and monitoring programs, which are established to keep a check 

on its social responsibility measures. 

8) Bharat Petroleum Corporation Ltd 

CSR is integrated with the core operations of the company. Bharat Petroleum Corporation contributes to India‘s 

development through its active participation in the energy sector. Its sustainable involvements are spread over urban, 

semi-urban, rural and tribal areas. 

9)Coca-Cola Multinational 

Coca-Cola aims at both profit and social benefit maximization. It continuously makes efforts to create a difference 

through its CSR efforts. It aims to contribute at least 1% of its annual income to the charitable causes. It also states 

clearly in its policies, the necessity to adopt ethical values and practices. 

10) Ultra Tech Cement Ltd 

Ultra Tech Cement Ltd envisions a long-term goal of creating a sustainable and self-reliant community. Their 

projects focus on providing educational and health care facilities, along with promoting sustainable livelihood and 

capacity building. 

 

VII. CHALLENGES IN THE IMPLEMENTATION OF CORPORATE SOCIAL RESPONSIBILITY IN INDIA- 

a. Lack of Community Participation in CSR Activities: CSR, the term is a combination of Corporate and social 

responsibility in together. However, 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. 
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b. Need to Build Local Capacities: NGO ‗scan prove to be a boon for performing/carrying out various CSR 

activities. However NGO as a tool is rarely considered due to reasons like their inefficiency, incompetency, lack of 

resources and support for their development. Hence, 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. 

c. Issues of Transparency: Lack of transparency is one of the key issue. There is an expression by the companies that 

there exists lack of transparency on the part of the local implementing agencies and they do not make an adequate 

efforts to disclose information on their programs, audit issues, impact assessment and utilization of funds.  

d. 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. 

e. Visibility Factor: Communication in the right sense, of the right act, to the group of right people leads to success 

and motivation to perform perpetually. The role of media in highlighting good cases of successful CSR initiative 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. 

f. 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. 

g. 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. 

h. 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 bigger the company, bigger it's CSR program. 

CURRENT SCENARIO OF CSR IN INDIA- 

Spending on Corporate Social Responsibility (CSR), or welfare schemes like health and education, by India‘s largest 

firms stood at Rs7,536.30 crore in the financial year that ended in March 2018, according to a survey by KPMG 

India. The survey analyzed the CSR spending of India‘s top 100 listed companies. The CSR spending by top Indian 

companies in 2018 was 47% higher than what it was back in 2014 when India first made it mandatory for  large 

private and  

 
Source- India CSR Reporting Survey 2018 

 

public sector firms to spend at least 2% of their net profits on special development projects. The mandatory funding 

applies to companies with a turnover of Rs 1,000crore or those reporting a profit of over Rs 5crore in a year. But 

what began as a legally-binding mandate now seems to have become mainstream. The average spend per company 

on CSR activities has seen a steady improvement, KPMG noted in its findings. ―This year, the two outcomes which 
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are showing progress due to the (CSR) regulation are—governance around CSR and contribution of the private 

sector in the development,‖ Santhosh Jayaram, partner and head, sustainability and CSR advisory at KPMG, India, 

said. KPMG also noted an improvement in governance around CSR. ―The functioning of the CSR committee has 

shown significant development as an increasing number of top executives are involved and CSR is also a boardroom 

discussion.‖ 

 
Source- KPMG India CSR Survey 2018 

 

Top spenders and gainers-Companies in the energy and power sector were the leaders in terms of overall CSR 

spending in India followed by those in the banking and financial services industry (BFSI), according to the KPMG 

survey. Media and entertainment firms were the laggards.CSR spending by Indian companies was heavily skewed 

towards education and healthcare. At Rs3,893crore, the two sectors received over 50% of all CSR spends last 

financial year. In all, over 60% of projects undertaken by large corporates were in these two fields. This was 

followed by contribution towards rural projects and environment-related causes. Even though the amount spent on 

CSR activities jumped year-on-year during the financial year ended March, there was a sharp decline in the number 

of projects implemented .in 2018, as many as 1,517 CSR-related projects were commissioned, lower than the 

1,897projects worked on in 2016-17. ―The decrease in (the) number of projects indicates corporates have started 

more focused projects rather than spreading too thin through multiple projects.‖Here are some other highlights from 

the KPMG report: 

Average spends: In 2018, the average amount spent on CSR stood at Rs81crore, up 9% from 2016. On the other 

hand, the maximum amount committed in 2018 stood at Rs703crore, up from R593.7crore in 2016. 

More players: Over the years, KPMG noted, the number of companies that have spent less than 2% of the mandated 

CSR funds has also dropped. The number reduced from 52 in 2014-15 to 33 now. 

Getting innovative: Companies used various methods to deploy their funds towards development projects. Of all 

companies surveyed, 84 implemented their CSR projects through a combination of direct implementation, their own 

foundations or through implementing partners. 

Greater compliance: There was also improved transparency and compliance across companies. Close to 99% of the 

100 companies surveyed successfully implemented their planned CSR policy, up from 55% in 2014-15. The report 

highlighted that over 90% of companies have stand-alone CSR committees. These committees are run by 

independent directors, of which 64% include at least one woman. 

 

VIII. SUGGESTIONS- 

1) Clarification for penal action- Under the Companies Act – 2013, a company can only be penalized for not filing 

of details regarding CSR, but no penal action for no-performance.  Hence, there should be a clarification for penal 

action. 

2) Creating awareness- Creating awareness among the general public of CSR activities and improving 

communication between the companies involved in CSR and the general public at the grassroots. 

3) Building of the local non-governmental organizations- 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. 

4) Improving transparency- There is a need for improving transparency on the part of the small companies as they 

do not make an adequate efforts to disclose information on their programmes, audit issues, impact assessment and 

utilization of funds, which is a key to the success of any CSR initiative. 
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5) Increasing the role of media- The role of media in highlighting good cases of successful CSR initiatives is 

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

6) Broad perception towards CSR initiatives- Broad perception towards CSR initiatives is essential, as non-

governmental organizations and Government agencies usually possess a narrow outlook towards the CSR initiatives 

of companies, often defining CSR initiatives more as donor-driven. 

7) Clear cut statutory guidelines or policy directives -Clear cut statutory guidelines or policy directives are required 

to give a definitive direction to CSR initiatives of the companies. 

8) More Consensus -Consensus amongst implementing agencies regarding CSR projects is the need of the hour, 

because lack of consensus often results in duplication of activities by corporate houses in areas of their intervention. 

9) Rewarding the company doing well in CSR initiatives- Govt. should reward corporate houses and their partner  

NGO`s implementing projects in a effective way. So, if companies with good CSR initiatives are rewarded then it 

will encourage others to follow the precedent laid down. 

10) Introduction of an accreditation mechanism- 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. 

 

IX. CONCLUSION- 

Corporate social responsibility has become an innate part of the working of corporates in recent times. Though the 

concept of CSR was prevalent in India since antediluvian times,  it is only recently that the concept has picked 

favoritism in the Companies. Although CSR has really proved to be beneficial but to say that it has totally achieved 

it's objectives would be to negate the truth. There is a lack of proper enforcement mechanisms and efficient CSR 

policies in India. The organizations must realize that govt. alone will not be able to get success in its Endeavour to 

uplift the downtrodden of society. The govt. Should comprehend that corporates play an important role in the 

development of a nation and thereby they should make proper policies for the same. The govt. should also take 

initiatives in ensuring that all the areas get benefitted from the social work of the Companies so that the disparity 

among the various regions gets converted into equality. The Govt. should also ensure that there should be the 

transparency and consensus in the whole process of corporate social responsibility. Government endeavors will all 

prove futile if the yearning and longing to work for the benefit of the environment and society does not come from 

the innate of corporates. 
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