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Corporate Social Responsibility in India
by Afra Afsharipour and Shruti Rana

In an era of financial crises, widening income disparities, and environmental and other
calamities linked to some corporations, calls around the world for greater corporate social
responsibility (CSR) are increasing rapidly. Unlike the United States and other major players
in the global arena, which have largely emphasized voluntary approaches to the adoption and
spread of CSR, India has chosen to pursue a mandatory CSR approach. This report discusses
India’s emerging CSR regime and its potential strengths and weaknesses.*
CSR has drawn increasing scrutiny in the wake of financial crises, rising consumer and employee safety concerns,
and natural disasters publicly linked to corporations. In
the United States and Europe, for example, the recent
economic crisis has led to calls for greater CSR in an era
of perceived corporate financial excesses and recklessness.
In India, uneven economic development and growth has
resulted in a marked increase in corporate profits, as well
as the number of millionaires (and even billionaires), while
significant portions of the population continue to live in
absolute poverty, leading to growing unrest.1 This unrest
has been exacerbated by front-page news about corporate
corruption and corporate governance scandals such as the
infamous fall of Satyam Computer Services.2
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In the developed world, the terms “CSR,” “corporate strategic volunteerism,” “social marketing,” and “strategic philanthropy” have penetrated the mainstream literature and
multinational practices.” CSR can be defined as a “view
of the corporation and its role in society that assumes a
responsibility among firms to pursue goals in addition to
profit maximization and a responsibility among a firm’s
stakeholders to hold the firm accountable for its actions.”3
While some elements of what could be termed CSR have
always fallen under the rubric of the law, such as environmental or financial reporting or disclosure requirements,4
the concept of CSR discussed here refers to the broader
vision espoused by advocates who view CSR as “the continuing commitment by business to behave ethically and
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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.”5
A plethora of definitions, codes of conduct, and CSR
principles has arisen, most intended to be voluntarily
adopted by companies.6 In the United States and Europe,
CSR is usually viewed as a set of voluntary, nonenforceable standards—principles, pledges, or programs by which
companies seek to operate in a socially responsible manner.7 Indeed, one defining aspect of CSR as it is generally
perceived in the West is that it refers to corporate action
that is voluntary and self-regulatory; that is, CSR is aimed
at convincing “companies to conduct business beyond
compliance with the law and beyond shareholder wealth
maximization.”8 Similarly, much scholarly work and some
civil society efforts have been based on the assumption that
CSR is a voluntary mechanism of corporate change.9
In India, the debate over CSR has taken a decidedly different turn. One of the world’s largest economies and a
driving force in the global marketplace, India appears to
be the first nation to require CSR considerations as part
of a company’s corporate governance and the first nation
to move toward mandatory CSR spending for all publicly
traded companies.10 At a time when many constituents view
CSR as “voluntary by nature”11 or vehemently oppose mandatory CSR,12 India’s moves appear decidedly unorthodox
and represent a significant shift in its corporate governance
reform efforts, as well as a departure from global norms.
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In an era when many countries are in the midst of reforming corporate governance structures and seeking templates
for success, a better understanding of corporate governance
models around the world is critically important. India is
particularly significant and fertile ground for studying the
development of CSR because it is rapidly becoming a key
player in the global arena,13 and because it is in the midst
of significantly reframing its corporate governance structure and developing a new CSR regime.14 As a leader in the
developing world, India also influences and helps shape
corporate governance regimes in other developing countries.15 In essence, what India does in the realm of CSR will
not only affect its own corporations, population, and legal
environment, but will also have significant consequences
for corporations, consumers, and populations around the
world as the country becomes an increasingly integral part
of the global supply chain and of the global economy.

Defining CSR
In the United States and Europe, much scholarly and
civic attention has been devoted to defining CSR,16 advocating for its widespread adoption,17 and promulgating
codes of conduct and CSR guidelines. Most definitions of
CSR incorporate guidelines, codes of conduct, or pledges
encompassing positive corporate action across five dimensions (economic, social and environmental value creation,
stakeholder relations, and voluntariness).18 These views of
CSR largely focus on voluntary mechanisms for corporate
action.
Scholars have noted that the “evolution of the modern
concept of CSR” is derived from corporate governance
debates and practices in the United States and Europe.19 In
the United States, such debates arose as a result of rapid
shifts in the US economy due to industrialization and mass
production of goods and services. Starting with the seminal
debates between Adolf Berle and Merrick Dodd, scholars
and policy makers have long deliberated the role and extent
of CSR in the United States and Europe.20 These early
debates led to corporate philanthropic efforts and welfare
programs conducted by corporations for employees before
evolving to the broader CSR concepts articulated today.
While the conversation may have begun in the West, a more
global focus on CSR has emerged over the past two decades
due to the significant attention paid to the activities of
multinational corporations (MNCs) in developing countries, “and the impact of their operations on human rights,
labour issues and community relations.”21 In response to
the increasingly international activities of MNCs, various
international institutions have formulated CSR standards.
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Among the most globally influential CSR guidelines or
standards are the Organisation for Economic Co-operation
and Development (OECD) Guidelines for Multinational
Enterprises, and the goals embodied in the United Nations
Global Compact. The OECD guidelines specifically
endorse the idea that corporations should take the views
of diverse stakeholders into account, and recommend that
corporations “[c]ontribute to economic, social, and environmental progress with a view to achieving sustainable
development.”22 They provide a series of recommendations
in areas such as employment, the environment, consumer
interests, and disclosure practices aimed at improving corporate CSR performance. Of course, the guidelines are just
that—guidelines that are not intended to be legally binding
or enforceable.
Described as the “world’s largest voluntary corporate citizenship initiative,”23 the UN Global Compact is intended
to unite businesses with stakeholders such as UN agencies, labor, civil society and governments to “advance ten
universal principles in the areas of human rights, labor, the
environment, and anti-corruption efforts by encouraging
voluntary participation by businesses.”24 These 10 principles are divided into categories paralleling these areas: 25
Human Rights
Principle 1: Businesses should support and respect the
protection of internationally proclaimed human rights; and
Principle 2: make sure that they are not
complicit in human rights abuses.
Labour
Principle 3: Businesses should uphold the freedom
of association and the effective recognition
of the right to collective bargaining;

Environment
Principle 7: Businesses should support a precautionary
approach to environmental challenges;
Principle 8: undertake initiatives to promote
greater environmental responsibility; and
Principle 9: encourage the development and diffusion
of environmentally friendly technologies.
Anti-Corruption
Principle 10: Businesses should work against corruption
in all its forms, including extortion and bribery.

The UN Global Compact principles are drawn from a
variety of global sources, such as the Universal Declaration
of Human Rights, the International Labour Organization’s
Declaration on Fundamental Principles and Rights at
Work, and the Rio Declaration on Environment and
Development.26 Like the OECD Guidelines, the UN Global
Compact is “neither a code nor regulation,” and is by
design not enforceable.27 Despite that (or perhaps because
of it), the Global Compact has signatories from around the
world, including civil society participants, academic organizations, and dozens of companies from India.28
The involvement of many Indian stakeholders in the global
CSR debate, along with the influence of foreign MNCs
operating in India and the rise of Indian MNCs in connection with the country’s transformative economic liberalization reforms, has brought an expansive vision of CSR into
India and, to an extent, influenced and shaped the basis of
its current CSR reform efforts.29
Figure 2

Human rights policy, adoption rate by country
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policy.

Principle 5: the effective abolition of child labour; and

South Africa

n=42 31%

Principle 6: the elimination of discrimination in
respect of employment and occupation.

Brazil

n=52 28

Mexico

n=17 27

China

n=95 19

Russia

n=9 13

India

n=31 11

Turkey

n=8 8

Indonesia

n=8 7

Source: The Conference Board/Bloomberg, 2014.

www.conferenceboard.org

Director Notes Corporate Social Responsibility in India

3

India’s New CSR Regime
Charitable giving has long been a priority for many Indian
corporations.30 Some of the largest business houses in
India, such as the Tata Group, have had a sustained focus
on corporate philanthropy.31 Long before any discussion of
CSR as a legal requirement, some of India’s largest conglomerates established separate philanthropic funds and
welfare programs or initiatives as a form of charity to indicate the virtues of the company or the organization.32 For
example, two-thirds of all the profits made by Tata Group
companies go into two charitable trusts that support an
assortment of socially responsible causes, institutions,
and individuals.33 Some scholars have argued that business responsibility in India is rooted in Gandhi’s trusteeship model, with companies seen as trustees who manage
resources on behalf of society.34
This spirit of philanthropy, while quite strong in some
companies, has not necessarily translated into widespread
good governance among Indian companies. Beginning in
the late 1990s, the Indian government, along with industry
groups, began a concerted push toward better corporate
governance standards.35 India’s reform efforts were spurred
by the needs of its rapidly expanding economy, including
a significant widening of its investor base to encompass
increased foreign and institutional investors.36
India’s governance reforms began with the introduction of
voluntary standards proposed by leading industry groups.37
Over the years, however, the Securities Exchange Board
of India (SEBI), the country’s primary capital markets
regulatory authority, and the Indian Ministry of Corporate
Affairs (MCA) have worked to move India’s corporate
governance regime toward a rigorous set of mandatory
requirements. These efforts culminated in comprehensive
revision of India’s primary corporate law, the Companies
Act.38
Section 166 of the Companies Act, 2013 provides that directors must “act in good faith in order to promote the objects
of the company for the benefit of its members as a whole,
and in the best interests of the company, its employees,
the shareholders, the community and for the protection
of environment.”39 This broad vision of directors’ duties
to stakeholders is reiterated in the Code for Independent
Directors, which provides that independent directors shall
“safeguard the interests of all stakeholders…[and] balance
the conflicting interest of the stakeholders.” 40
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The vision of directors’ duties espoused in the Companies
Act has its roots in earlier efforts by the Indian government. In 2009, the MCA made its first formal CSR-related
efforts when it introduced the Voluntary Guidelines for
Corporate Social Responsibility (CSR Guidelines).41 Since
then, the Indian government has introduced several other
efforts to address CSR concerns, including instituting a
requirement for Central Public Sector Enterprises to create a CSR budget.42 In 2013, the Companies Act, 2013 was
finally passed, and the Act’s CSR rules became effective
in 2014.43 One of the few countries to impose CSR requirements, India’s company law now mandates extensive CSR
policies, spending, and disclosure.
Unlike the Western vision of CSR as a voluntary undertaking, the Indian vision of CSR anticipates CSR as a
central component of corporate activity. This is driven
by a belief that the private sector has to assist the government in furthering economic growth that is inclusive, with
wealth distributed among the Indian population, a view
clearly articulated by Salman Khurshid, then-Minister of
Corporate Affairs, in proposing the CSR Guidelines: 44
We have seen the business sector generating wealth and
value for the shareholders in the last sixty years, but
simultaneously we also have the problems of poverty,
unemployment, illiteracy, malnutrition etc. facing the
nation. The corporate growth is sometimes seen as
widening the gap between the India and Bharat through
its income–skewing capability. This gap needs to be
bridged. While the Government undertakes extensive
developmental initiatives through a series of sectoral
programmes, the business sector also needs to take the
responsibility of exhibiting socially responsible business
practices that ensures the distribution of wealth and wellbeing of the communities in which the business operates.

Corporate Social Responsibility Voluntary Guidelines (2009)
In late 2009, the MCA proposed groundbreaking CSR
Guidelines in what has been deemed the first concrete
attempt to recognize CSR from a regulatory standpoint.45
The fundamental principle of the CSR Guidelines is that:
“[E]ach business entity should formulate a CSR policy to
guide its strategic planning and provide a roadmap for its
CSR initiatives, and that this should be an integral part of
overall business policy and aligned with a company’s business goals. The policy should be framed with the participation of various level executives and should be approved and
overseen by the Board.”46
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According to the CSR Guidelines, the CSR Policy should
cover the following core elements: 47

•

Care for all stakeholders, including shareholders, employees,
customers, suppliers, project-affected people, society at
large, etc.;

•

Ethical functioning, transparency, and accountability;

•

Respect for workers’ rights and welfare;

•

Respect for human rights;

•

Respect for the environment; and

•

Activities for social and inclusive development.

ESG Guidelines In July 2011, the MCA issued the National
Voluntary Guidelines on Social, Environmental &
Economic Responsibilities of Business (ESG Guidelines).
The ESG Guidelines establish concrete measures that may
be voluntarily adopted by companies to address interests of
various stakeholders such as employees, customers and the
environment. They revolve around nine core principles: 48
1 Businesses should conduct and govern themselves with
ethics, transparency and accountability;

2 Businesses should provide goods and services that are
safe and contribute to sustainability throughout their
life cycle;

3 Businesses should promote the well-being of all employees;
4 Businesses should respect the interests of, and be
responsive towards all stakeholders, especially those who
are disadvantaged, vulnerable and marginalized;

5 Businesses should respect and promote human rights;
6 Business should respect, protect, and make efforts to
restore the environment;

7 Businesses, when engaged in influencing public and regulatory policy, should do so in a responsible manner;

8 Businesses should support inclusive growth and equitable
development; and

9 Businesses should engage with and provide value to their
customers and consumers in a responsible manner.

Nevertheless, there has been little indication of widespread
adoption of the ESG Guidelines by Indian businesses. To
increase transparency and adoption of the ESG initiatives,
in August 2012 SEBI issued a circular mandating that the
top 100 listed companies based on market capitalization
submit Business Responsibility Reports (“BRR”) regarding their ESG initiatives.49 The BRRs must be submitted as
part of a company’s annual report. SEBI also encouraged
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other listed companies to voluntarily disclose information
on their ESG performance in the BRR format. Failure
to comply with the BRR requirement will be construed
as noncompliance with Clause-55 of the Equity Listing
Agreement, although it remains unclear how SEBI will deal
with defaulting companies.
CSR and state-controlled entities In addition to various
guidelines applicable to private sector entities, the Indian
government has imposed CSR requirements for statecontrolled entities.50 In April 2010, the government issued
guidelines for Central Public Sector Enterprises (CPSEs)
which require such companies to create a CSR budget.51
In April 2013, new “Guidelines on Corporate Social
Responsibility and Sustainability for Central Public Sector
Enterprises” took effect.52 These new guidelines view CSR
as a core component of the work of public sector enterprises and require every CPSE to undertake “at least one
major project for development of a backward district.”53
Despite lofty aims to impose stringent CSR standards on
state-controlled entities, evidence suggests that much work
remains. For example, in December 2013 the Parliamentary
Standing Committee on Industry noted that many CPSEs
had not been using their CSR funds.54 Another report by
the Comptroller and Auditor General of India indicated
that many CPSEs spent much less than required on CSR
activities.55
Amendment of the Companies Act In 2010, the MCA began
to move toward incorporating CSR, and a more mandatory
version of CSR, into a proposed Companies Act.
MCA efforts fluctuated between imposing mandatory
CSR requirements into the Companies Bill and adopting CSR recommendations with a “comply-or-explain”
approach.56 Following significant criticism of the mandatory spend provision in the draft Companies Bill, a compromise approach emerged. On December 18, 2012 the Lok
Sabha (the lower house of the Parliament of India) passed
the Companies Bill (2012) to replace the Companies Act
(1956).57 The Companies Bill (2012) was approved by the
Rajya Sabha (the upper house of the Parliament of India)
on August 8, 2013. Unlike the Companies Act (1956), the
Companies Bill (2012) included substantial corporate
governance provisions, together with CSR requirements to
be fulfilled by the board of directors. The Companies Bill
(2012) received presidential assent on August 29, 2013 and
became the Companies Act, 2013.58 In late February 2014,
the MCA stated that the CSR provisions of the Act would
become effective as of April 1, 2014.59
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The Requirements of the Companies
Act, 2013
Section 135 of the Companies Act, 2013 (hereinafter
“Companies Act” or “the Act”) sets out the contours of
India’s new CSR requirements, which will be applicable
beginning in the 2014-15 fiscal period. 60 The reach of
the CSR clause is expected to be vast. While it is not yet
clear exactly how many companies will be covered by the
CSR clause in the Companies Act, the Indian Institute of
Corporate Affairs estimates that at least 6,000 Indian companies will be required to comply with the CSR provisions
of the Companies Act.61
Under the Companies Act, CSR is considered a boardlevel activity. Every company with a net worth of rupees
five hundred crore or more (approximately $81 million), or
turnover of rupees one thousand crore or more (approximately $162 million), or a net profit of rupees five crore or
more (approximately $811,400) during any financial year
must constitute a CSR committee of the board consisting of
three or more directors, of which at least one must be independent.62 The Act empowers the CSR Committee with (i)
formulating and recommending to the board a CSR policy
that indicates the activities to be undertaken by the company; (ii) recommending the amount of CSR expenditure to
be incurred on such activities; and (iii) regularly monitoring the CSR initiatives of the company.63 The board must
take the committee’s recommendations into account and
approve the company’s CSR policy.64
Under the Act, the board must “ensure that the company
spends, 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.”65 If a company does not have adequate profit or is not in a position
to spend the prescribed amount on CSR, the regulation
requires the directors to provide disclosure and give suitable reasons in their annual report, with a view to checking
noncompliance.66
While there was much debate over whether the CSR spending provision ought to be mandatory, the final consensus
was to approach spending through a “comply or explain”
framework. Thus, while there is no penalty for failing to
spend on CSR, there are penalties for failing to report on
CSR activities conducted or failing to explain why CSR
spending was not carried out. Failure to explain is punishable by a fine on the company of not less than 50,000
rupees (approximately $900) and up to 25 lakh rupees
(approximately $46,000).67 Furthermore, officers who
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default on the reporting provision could be subject to up
to three years in prison and/or fines of not less than 50,000
rupees (approximately $900) and as high as 5 lakh rupees
(approximately $9,200).68 To date, however, the MCA has
provided “no guidance as to what constitutes a sufficient
or statutorily valid explanation for failure to spend in the
board report.”69
The Companies Act includes a detailed schedule of CSR
activities (Schedule VII) that companies “may” undertake,70 and Section 135 states that CSR should preferably
be spent in local areas where the company operates.71 This
scheduled list of activities was further updated and amended by
the MCA in final rules issued in early 2014.
The MCA’s rules In September 2013, the MCA released
draft rules that provided important additions and clarifications to Section 135 of the Companies Act. After a
period for comments from various stakeholders, the MCA
amended and updated the draft rules. The rules were
finalized on February 27, 2014 when the MCA notified
Section 135 of the Companies Act, 2013 (CA 2013) and the
Companies (Corporate Social Responsibility Policy) Rules,
2014 (CSR Rules).72 The final rules took effect from April
1, 2014.
The CSR Rules are broadly prescriptive and provide
clarifications to Section 135 of the Act, as well as arguably
imposing additional requirements. A summary of the key
provisions of the CSR regime imposed by the final CSR
Rules appears on page 7.
Figure 3

Charitable contributions, disclosure rate by country
Of the 274 Indian companies included in the S&P Emerging
Markets BMI, 25 reported their total amount of charitable
contributions. The median amount reported by these
companies was over $5.6 million.
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Applicability of the CSR requirements As noted above,
the Act’s CSR provision is applicable to companies with
an annual turnover of 10 billion rupees and more, or a
net worth of 5 billion rupees and more, or a net profit
of 0.05 billion rupees or more during any financial year.
Companies that trigger any of these conditions must spend
at least 2 percent of their average net profits made during
the three immediately preceding financial years on CSR
activities and/or report the reason for spending or nonexpenditure. The final rules mandate that the CSR requirements are applicable to every qualifying company including
its holding /subsidiary company.73 More importantly, the
final rules expand the coverage of the Act’s CSR requirements to foreign companies with branches or project offices
in India, so that foreign companies with Indian businesses
will be subject to the Act’s mandatory CSR provisions.74
Scope of CSR activities The final rules define CSR to mean
and include (but not limit to) projects or programs relating to activities specified in the schedule; or projects or
programs relating to activities undertaken by the board in
pursuance of recommendations of the CSR committee per
the declared CSR policy, subject to the condition that such
policy covers subjects enumerated in the schedule.75 The
final rules provide important limitations regarding what
counts as CSR, so that CSR activities and expenditures do
not include:76 expenditures incurred in undertaking normal
course of business; CSR activities undertaken outside of
India; projects, programs, or activities meant exclusively
for employees and their families; and direct or indirect
contributions to any political party.
In addition to defining CSR, the MCA issued a new
Schedule VII which expands the scope of CSR activities included in the Companies Act and adds several new
activities under the rubric of CSR. Under Schedule VII (as
amended), the list of permitted CSR activities includes: 77
I.

eradicating hunger, poverty and malnutrition, promoting
preventive health care and sanitation and making available safe drinking water;

II. promoting education, including special education and
employment enhancing vocation skills especially among
children, women, elderly, and the differently abled and
livelihood enhancement projects;
III. promoting gender equality, empowering women, setting
up homes and hostels for women and orphans; setting up
old age homes, day care centres and such other facilities
for senior citizens and measures for reducing inequalities
faced by socially and economically backward groups;
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IV. ensuring environmental sustainability, ecological balance, protection of flora and fauna, animal welfare,
agroforestry, conservation of natural resources and maintaining quality of soil, air and water;
V. protection of national heritage, art and culture including
restoration of buildings and sites of historical importance
and works of art; setting up public libraries; promotion
and development of traditional arts and handicrafts
VI. measures for the benefit of armed forces veterans, war
widows and their dependents;
VII. training to promote rural sports, nationally recognized
sports, Paralympic sports and Olympic sports;
VIII. contribution to the Prime Minister’s National Relief Fund
or any other fund set up by the Central Government for
socio-economic development and relief and welfare of the
Scheduled Castes, the Scheduled Tribes, other backward
classes, minorities and women;
IX. contributions or funds provided to technology incubators
located within academic institutions which are approved
by the Central Government;
X. rural development projects.

Methods for undertaking CSR activities The CSR Rules
provide several different acceptable methods through
which companies can undertake CSR activities:78

•

Conducting CSR through a third party: CSR activities may be
undertaken through a registered society or trust or a Section
8 Company (i.e. a non-profit company) under the Companies
Act so long as such entitled have a track record of three
years in undertaking similar projects or programs. Such an
entity would have to follow the specifications and modalities regarding utilization of funds, monitoring and reporting
requirements as provided by the spending company.

•

Conducting CSR through group entities: Companies may also
carry out their CSR activities through their own or holding or
subsidiary or associate company’s registered society or trust
or Section 8 Company.

•

Collaborating or pooling resources: Companies may also collaborate with other companies for undertaking CSR projects
or programs so long as the collaborating companies are in
a position to report separately as per the reporting requirements under the Companies Act.

Constitution of CSR committee Upon passage of the
Companies Act, there was significant confusion over
constitution of the CSR committees for companies which
otherwise do not need to appoint independent directors.79
The CSR Rules have dispensed with the requirement of
appointing an independent director on the CSR Committee
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of the board of an unlisted company or a private company
which does not otherwise need to have independent directors on its board. Further, the CSR Rules have relaxed the
requirement regarding the presence of three or more directors on the CSR Committee. For a private company with
only two directors on the Board, the CSR Committee can
be constituted with these two directors. For a foreign company to which the CSR rules apply, the CSR Committee
must comprise of at least two persons, with one person a
resident of India and the other person nominated by the
foreign company. 80
Calculation of net profits Every company will have to
report its stand-alone net profit during a financial year
for the purpose of determining whether it triggers the
threshold criteria as prescribed under Section 135(1) of the
Companies Act. For an Indian company, the final rules
have clarified that in determining the net profit, dividend
income received from another Indian company or profits made by the company from its overseas branches are
excluded. Moreover, the 2 percent CSR spend is computed
as 2 percent of the average net profits made by the company
during the preceding three financial years.
The CSR Rules prescribe that the CSR requirements are
applicable to a foreign company with a branch or a project
office in India. The CSR Rules further prescribe that the
balance sheet and profit and loss account of a foreign company will be prepared in accordance with Section 381(1)
(a) and net profit to be computed as per Section 198 of the
Companies Act. The rules do not clarify how to compute
net worth or turnover for a branch or project office of a
foreign company.
Reporting and disclosure One important aspect of the
CSR provisions in the Companies Act is the move toward
additional disclosure.81 The Companies Act requires that
the board, after taking into account the recommendations
of the CSR committee, approve the company’s CSR policy,
disclose its contents in their report, and publish the details
on the company’s website.82 In addition, if the company
fails to spend the prescribed amount, the board, in its
report, must specify the reasons.83
Many Indian companies fail to fully disclose their CSR
policies,84 so additional disclosure could be a tool for NGO
advocates and lawyers to pressure companies to comply
with their CSR policies.85 A 2010 study of CSR reporting by
India’s top 500 companies found that nearly half reported
on CSR, but most do not mention the amount spent.86
Another report found that CSR reporting is “qualitative
rather than quantitative in nature,” and that most listed
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Indian companies do not have stand-alone CSR reports.87
There is also a larger focus on CSR outputs compared with
CSR outcomes.88 Even for information technology companies, CSR reporting on the internet is reported as “strikingly low.”89
Indian firms may not clearly see the benefits of CSR
reporting. A 2007 study of Indian companies found that,
when asked if there was a business case for CSR reporting, respondents were unsure whether the benefits accrued
from CSR were from CSR reporting or actual CSR activities.90 Respondents were unsure of the extent to which CSR
reporting impacted employee morale, and they doubted the
efficacy of CSR reporting on certain employees.91 They also
did not think CSR reporting improved customer relations.92
Other companies saw value in CSR reporting, stating that
they believed that institutional investors cared about it.

Shortcomings of India’s Emerging CSR Model
Several important concerns have been raised about the
Indian government’s approach to CSR.93 First, the mandatory spend provision indicates a more philanthropic model
of CSR than a broader stakeholder model. Instead of a
holistic approach to CSR activities, the Companies Act
provides a limited scope for CSR activities and arguably
reduces CSR to an ineffective 2 percent spending provision.94 Second, the Act has been criticized as an attempt by
the government to force companies to conduct activities
that should be the state’s job, such as providing education.95
Third, the government appears to capitalize on the cultural
values of Indian firms, but largely places responsibility
for CSR activities with the board, the same approach it
has used—with mixed success—with respect to corporate
governance reforms.
The vision of CSR espoused in the Act and final CSR Rules
certainly falls short of an expansive stakeholder view of
CSR. Experts have questioned whether the Act’s requirements render CSR a more “check-the-box” obligation and
detract from the broader vision of CSR.96 Indian corporate law experts have described the exclusion of “activities
undertaken in pursuance of the normal course of business
of the company” as “somewhat paradoxical.”97 Moreover,
the exclusion of activities for the benefit of employees or
their families from the list of approved CSR activities
“undermines the general principle that employees are a key
stakeholder in the entire scheme of things.”98
Critics have noted that the 2 percent spend provision
is essentially fruitless and will not necessarily render a
business socially responsible.99 For example, given the
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Sustainability disclosure among companies in India:
Insights from Sustainability Practices in Emerging Markets
A forthcoming report from The Conference Board,
Sustainability Practices in Emerging Markets, benchmarks
sustainability performance of 1,430 companies from
eight key emerging markets included in the S&P Emerging
Broad Market Index (BMI): Brazil, China, India, Indonesia,
Mexico, Russia, South Africa, and Turkey. Specifically, the
report looks at the environmental and social practices
adopted by corporations in these countries and their
difference from those of more developed economies.
Figure 4 shows the top five environmental and social
practices in terms of disclosure rate among the 274
Indian companies included in the analysis. Of the
70+ practices analyzed in the report, the presence
of an energy efficiency policy was the most disclosed
environmental practice among Indian companies, while
the presence of health and safety and employee training
policies were the most disclosed social practices.
Figure 6 shows the median percentage of women in the
workforce across the eight emerging markets included in
the report. There is a troubling trend in India of very low
Figure 4

Sustainability practices with the highest disclosure
rates among companies in India
Environmental practice

Disclosure rate

Energy efficiency policy

n=72 26%

Energy consumption

n=55 20

Electricity consumption

n=55 20

Emission-reduction initiatives

n=44 16

Waste reduction policy

n=37 14

Social practice

Disclosure rate

representation of women in the workforce. Despite India
having one of the largest labor pools, India has one of the
world’s lowest rates of women in the workforce. Cultural
norms play a strong part in this trend as women’s role
in society is typically seen as domestic. Other factors
contributing to the low representation of women in the
workforce include the high rates of women in the shadow
economy as well relatively high fertility rates.
Figure 5

Total GHG emissions, disclosure rate by country
Out of a sample of 274 Indian companies included in the S&P
Emerging Markets BMI, 15 companies publicly reported their
total GHG emissions. India had the third-highest total number
of reporters among the eight emerging markets analyzed.
South Africa

n=52 38%

Brazil

n=50 27

Russia

n=8 12

Mexico

n=7 11

India

n=15 5

Turkey

n=3 3

Indonesia

n=3 2

China

n=2 0

Source: The Conference Board/Bloomberg, 2014.

Figure 6

Women in the workforce, median by country
Percentage of total employees
China

n=33 41%

South Africa

n=40 40

Russia

n=12 34

Health and safety policy

n=63 23%

Turkey

n=10 30

Employee training policy

n=62 23

Brazil

n=64 22

Business ethics policy

n=48 18

Mexico

n=10 21

Equal opportunity policy

n=33 12

Indonesia

Human rights policy

n=31 11

India

Source: The Conference Board/Bloomberg, 2014.
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n=6 10
n=18 7

Source: The Conference Board/Bloomberg, 2014.
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vagueness in the definition of CSR under the Companies
Act and the scope of CSR activities in the MCA’s final
rules, a corporation in a line of business that causes significant detrimental environmental impact could spend
the mandatory funds on building a school in an unaffected
rural area rather than on ensuring that it decreased its
adverse environmental impact.
Critics have also lamented that such CSR activities are
essentially a privatization of the state’s role and responsibility in many areas.100 Noted Indian philanthropist
Rohini Nilekani has called the provision an “outsourcing
of governance” that is “taking the failure of the state and
the corporates and trying to create a model out of it.”101
Critics have argued that “[i]t is dysfunctional for steel or
aluminum companies to run schools or hospitals...mandatory CSR over and above taxation, forces companies to do
the government’s job. And trying to outsource the state’s
primary job is a bad idea.”102 In other words, businesses
cannot substitute for the state in solving India’s massive
social problems.103
The corporate governance framework for implementing
CSR activities has also come under attack. The CSR
requirements of the Companies Act place the onus on the
board of directors to supervise and provide public reports
on CSR policies, including the amount of profits spent
on CSR efforts. Doing so could potentially exacerbate
weaknesses in the country’s corporate governance model
(i.e., the domination of promoters and majority shareholders)
without taking advantage of a broader vision for CSR.104
Indian companies in general have dominant controlling
shareholders, many of whom are “old-money” business
families with significant political connections.105 Since
board members of Indian companies still see themselves as
strategic advisors to these promoters, there is a risk that CSR
policies will essentially serve to further the interests and
power of promoters and their views about social reality and
values.106 Accordingly, experts have noted that investors and
analysts should examine whether a company’s CSR program
unduly benefits promoters or other related parties.107
Given India’s primary corporate governance problem, its
proposed CSR guidelines may exacerbate some of the problems that exist with respect to majority–minority agency
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costs. Controlling stockholders could use the CSR funds on
projects that may benefit themselves at the expense of the
company as a whole. Commentators have argued that the
CSR spending provisions could potentially lead to greater
promoter abuse of corporate funds, essentially providing
“greater scope for corruption and scams.”108

Lessons and Implications for the Future
Given its global influence, there is much potential for
a more mandatory vision of CSR as framed in India to
spread to the rest of the world. India’s moves can be tied
to the massive transformation in its economy and some of
the resulting unrest related to economic disparities and
corporate governance failures. Its CSR efforts have also
been an important, if often overlooked, part of its larger
corporate governance reform efforts. With other regions
of the world, such as Latin America and Africa, undergoing similar economic transformation, the development of
the Indian CSR model may provide important lessons as
countries around the world embark on corporate governance reforms. However, questions remain about whether
India’s legal changes will translate into actual changes on
the ground. Institutional enforcement weaknesses, a lack of
transparency, and corruption remain significant problems,
and unless they are addressed, the full potential of India’s
CSR efforts will go unrealized.
Yet India’s progress in the realm of CSR should not go
unrecognized. In attempting to develop a CSR regime
with its own national characteristics, India is rejecting
the concept that CSR is solely a Western import. It is also
rejecting the notions of CSR as purely voluntary and of
shareholder wealth maximization. These developments may
enable India to develop a CSR model with greater cultural
adaptability or acceptability, as well as to organically
develop a model of CSR and corporate governance that
presents viable alternatives to those that developed under
different circumstances and pressures in the West. India
is increasingly privatizing its economy, creating a space
for corporate action in a realm previously dominated by
the state, and appears to be seizing the opportunities CSR
presents to improve economic growth and address public
concerns.
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