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Abstract: Around the world, Corporations are struggling with a new role, which is to meet 

the needs of the present generation without compromising the ability of the next generations 

to meet their own needs. Corporate Social Responsibility (CSR) is the corporate initiative 

taking responsibility upon the environment and social welfare to promote positive social and 

environmental change. The enacted Companies Act, 2013 provides implications of mandated 

CSR in India. The practice of CSR is still a voluntary exercise left to the discretion of the 

corporates in the rest of the world. Section 135 of the Companies Act, 2013 insists on 

constituting a CSR Committee, which shall formulate a CSR Policy for which the company 

shall spend at least two per cent of the average profits made during last three financial years. 

This paper enhances on analysing the rationale for mandated CSR and if this implication has 

been able to accomplish the true object set to meet up the nation’s economy. It also addresses 

the concept of CSR from the view point of social welfare to determine if the underlying 

rationale of CSR is achieved. This paper has involved core ideologies from several secondary 

sources comprising of books, journals, published articles and e-sources. It is concluded that 

an unintended consequence of mandated annual CSR expenditure would enable the 

cumulative build-up of social welfare programs. The results presented provide that 

implications for social responsibility would concentrate on the better performance of the 

corporates and improvised business ethics. 
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INTRODUCTION 

India is one of the fastest growing economies in the world and referred to as 'quickly 

emerging potential economic powerhouse' amongst the BRIC countries. India is known for 

legally mandating Corporate Social Responsibility (CSR) under the Companies Act, 2013. 

The responsibility taken up by the Corporates for the welfare of society and environment is to 

implement sustainability principles to the ways in which they conduct their businesses. 
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Sustainability refers to the involvement of Social and environmental concerns in business 

operations. Focusing on the global trends and rapidly changes challenges, the organizations 

are obliged to reshape their frameworks for being a good corporate citizen. The quality of 

relationship that as company has with its employees and key stakeholders is paramount to its 

success, as is its potential to respond to competitive conditions and Corporate Social 

Responsibility (CSR). This major transformation requires national and global companies to 

focus upon sustainable development. In order to streamline the generous activities and ensure 

accountability and transparency, the Government of India mandated CSR to be undertaken by 

the Corporates under the Companies Act, 2013. The concept of CSR is mentioned in Section 

135 of the Act and is applicable to companies which have a net worth of Rs.500 crore or 

more, or an annual turnover of Rs.1,000 crore or more, or a net profit of Rs.5 crore or more. 

The companies shall constitute a Corporate Social Responsibility Committee of the Board 

that shall formulate the CSR Policy which shall indicate the activities to be undertaken, 

recommend the amount of expenditure and monitor the CSR Policy of the company from 

time to time. In every financial year, the Board shall ensure that a minimum of at least two 

percent of the average net profits gained during three immediately preceding financial years, 

is spent to satisfy the CSR Policy. It is preferred that the company shall give preference to the 

local area where it operates. The activities which may be included by companies in their CSR 

Policies are specified under Schedule VII of the Companies Act, 2013 and are related to - (i) 

eradicating hunger, poverty and malnutrition, (ii) promotion education, (iii) promoting gender 

equality, empowering women, (iv) ensuring environmental sustainability, protection of flora 

and fauna, animal welfare (v) protection of national heritage, (vi) measures for the benefit of 

armed forces veterans, (vii) contribution to the Prime Minister's National Relief Fund, (viii) 

training to promote rural, nationally recognised, Paralympic and Olympic sports, (ix) 

contributions to technology incubators, (x) rural development projects and (xi) slum area 

development. These activities shall be carried out by the companies either by collaborating 

with a NGO, or through their own trusts and foundations.  

The main aim of this study is to ascertain the importance of Corporate Social 

Responsibility in India and solely to determine the rationale behind the initiation of mandated 

CSR for Indian Corporate sector. The study also concentrates on analysing if the true object 

of CSR as to improve the nation’s economy is accomplished after the Companies Act, 2013. 
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METHODOLOGY  

The progression of the current doctrinal study is based on the primary and secondary sources. 

The study is descriptive, comparative and analytical in nature. Descriptive analysis enshrines 

the general outlook and advantages of CSR. The analytical portion of the study focuses on 

ascertaining the rationale behind CSR and its impact on social welfare. The effects of 

mandated CSR disclosure is well established. The researcher has brought out various factors 

which influence the implementation of CSR in corporations registered under Companies Act, 

2013. 

 

IMPORTANCE OF CORPORATE SOCIAL RESPONSIBILITY (CSR) 

Corporate Social Responsibility is a self-regulatory form of corporate conscience 

incorporated into business structures to guarantee that the business is sincerely adopting the 

force of law and ethical standards according to national and international norms. The term 

has been in use since the 1960s and maintained its usage extensively to shield legal and moral 

responsibility. Ever since its inception this strategy for sustainability has been opted by 

companies to reflect their competitiveness and involvement in social welfare. Their overall 

aim is to impact the society positively while get the most out of the creation of shared value 

for the shareholders, stakeholders and even employees. Generally, CSR has two threads – the 

first type holding the common definition of CSR by the public in general. For example, 

companies providing funding for valuable social causes. The second type is more headed for 

laying down a real plan like employment creation and economic development through 

environmental initiatives, manufacturing products, using safe materials, etc. To site a bright 

example of this, we may bring in light the “cola wars” between Coke and Pepsi, one of the 

oldest rivalries in business. Both have a vigorous approach towards market share yet their 

CSR strategies are slightly different, if not all similar, like introduction of sustainable 

packaging as well as policy of zero net water usage. To understand the level of importance 

CSR holds in today’s era, the following advantages must be looked into.  

Advanced Public Image: Companies which are seen as less self-regarding are really 

supported by clients. It might be mental yet by one means or another individuals discover 

organizations with social duties as more congenial. Conveying messages about your 

organization's generous disposition will do great to outline people in general picture as it 

mirrors a compassionate side of the organization. Partnerships can do that by supporting Non-

benefit associations or through gifts.  

International Journal of Pure and Applied Mathematics Special Issue

73



Boosts Government Relations: To be in the good books of legislators and government 

controllers, organizations must present a positive open recognition on its reality about social 

responsibility. This isn't just the most ideal approach to make less demanding contacts with 

government authorities yet in addition to dodge different examinations and tests or even open 

crusades.  

Customer and Employee Engagement: It ends up less demanding to converse with clients 

or seek after them when you have a somewhat decent message to share. At the point when 

clients get intrigued in the end in your motivation, they're gradually going to trust the desire 

of your organization. Clearly this is no moving yet with a little exertion on social duties, an 

organization achieves more open in new courses than it may manage without CSR. In like 

manner, the present age is aggressive and they're in the steady post for being related with 

organizations that have a decent open picture and is dependably in the media for its positive 

choices.  

Brand Distinction: This is one reason why organizations from past consolidated CSR in any 

case. Be that as it may, since it is a typical marvel now, partnerships are experimenting with 

better approaches to develop their generosity by investigating their social obligations. They're 

considering it important as well as getting a ton of inventiveness so they fill their visionary 

need alongside making a particular picture for themselves in the market.  

Positive Workplace Environment: Corporations that think about the lives outside the 

obstructions of their business sort of move and rouse representatives to stroll into work every 

day enthusiastically. This improves the connection between the most noteworthy 

administration to the lowest paid workers as they go ahead to trust that a unified approach 

could do ponders.  

Moreover, there are different favourable circumstances of building up CSR like holding 

speculators who need to continually realize that their assets are being utilized legitimately, 

making solid association between Non-Profit Organizations and organizations and draw out 

the best of their workforce. A definitive objective of each organization is to be an 

organization that individuals view and CSR would be an incredible component to achieve 

that vision as it holds numerous advantages. 
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THE RATIONALE OF CSR 

To better understand the drivers of CSR in developing countries and the imposition of 

mandatory CSR in India, it is important to highlight the pros and cons of socially responsible 

activities from the viewpoint of both the society and the corporation along with the need for 

regulatory oversight of such activities3. 

 

CSR and Social Welfare 

At the societal level, there has been an expanding recognition that the economic activity of a 

corporation needs to be embedded in societal concerns. Actually, most of the disclosure on 

CSR is conducted in terms of the relation between business and society, of the moral and 

ethical imperative of business that goes beyond legal compliance, to contribute positively to 

society. The private corporations are to be evaluated purely in terms of its “demonstrable 

contribution to the general welfare”, in terms of the making of social goods such as higher 

standards of living, and in spreading economic progress and security. Businesses are 

primarily regarded as economic institutions, they are also expected to contribute towards 

achieving social goals, and such responsibilities are expected to increase with the size of the 

business. In the case of developing countries, the rationale for CSR extends beyond 

arguments so as to focus upon the developmental objectives of poverty curtailment and 

inclusive growth. The social role of the corporates in development in relation to that of the 

government becomes an integral part of the disclosure. In particular, CSR contributes to 

governmental resources and delivery mechanisms to fill up the “governance gaps” especially 

in circumstances where governments are weak, corrupt and under-resourced, and institutions 

are weak. 

 

CSR and the Firm 

Turning to the rationale of CSR from the perspective of a firm, two different motivations are 

identified, one that is ‘performance driven’ and the other which is ‘stakeholder-oriented’. 

CSR driven by performance is strategic in nature whereby firms making CSR expenses are 

driven by the profit motive and the belief that corporate social performance will translate into 

corporate financial performance in the long run. This is essentially the business case for CSR 

where making expenditure on CSR is perfectly consistent with shareholder wealth 

maximization, with no trade-off between shareholder objectives and social responsibility. The 

                                                           
3 Jayati Sarkar & Subrata Sarkar, Corporate Social Responsibility in India - An Effort to Bridge the 

Welfare Gap, Indira Gandhi Institute of Development Research, Mumbai, (2015) Pg.8. 
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assumption underlying the business case for CSR is that smart companies are those that will 

take a proactive approach and consider CSR as a feature of mainstream business practice, 

employee commitment and a competitive advantage. 

Stakeholder-oriented CSR is impelled by the motivational desire of the firm to serve the 

interests of all stakeholders of the corporations beyond those of its shareholders. While the 

shareholder predominantly focuses on the profit motive, the perspective of stakeholder is 

seen as reconciling the social and economic goals of an organization driven by a moral 

motive of serving the interests of the society at large. Many a times, a corporation’s 

motivation to serve through CSR, are a response to pressures exerted from stakeholders at 

large. In the absence of a clear-cut economic rationale to accept such an exercise, responsible 

behaviour towards stakeholders can actually lead managers to behave irresponsibly as 

managers may strategically use stakeholders’ value maximization and CSR expenditure as a 

camouflage for personal benefits. 

 

Regulatory Approaches to CSR 

There exist two respects of regulatory approaches requiring the extent to which the 

government influences CSR behaviour of firms, first with respect to reporting of CSR 

activity, and second with respect to the amount of spending for CSR activity. Based on this, 

one gets three types of regulatory regimes, namely (i) voluntary reporting and voluntary 

spending (ii) mandatory reporting but voluntary spending, and (iii) mandatory reporting and 

mandatory spending.  

 

Mandating CSR disclosure 

The concept of mandating CSR essentially pertains to the question of whether corporations 

are required by laws and regulations to disclose its CSR activities or whether the decision to 

report is the discretion to the business judgment of the corporation. The issue of mandatory 

CSR reporting has gained importance in recent years following the global financial and 

economic crisis in the 2000s, a string of corporate misconduct and failures, and growing 

threats from business operations to environmental sustainability from business operations, all 

of which have created a ‘trust deficit’ between corporates and their stakeholders. The 

economic rationale for mandatory CSR disclosure with regard to voluntary disclosure is not a 

priori obvious. If CSR at the firm level is driven by strategic considerations or to serve the 

interest of stakeholders, it is in the self-interest of a firm to voluntarily disclose its CSR 

activities. In other words, if it pays to engage in CSR then it pays to disclose as well. 
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Actually, corporate responsibility reporting is considered to have become the “de facto” law 

for business essentially because corporations have increasingly realized that CSR reporting 

positively impacts financial value. Not reporting on the other hand is likely to adversely 

affect competitiveness, cost and new business opportunities. Under voluntary reporting, if all 

firms engaging in CSR report in equilibrium, making CSR reporting mandatory will add to 

regulatory burden without adding any additional information. Moreover, mandatory CSR 

reporting could have a contrary effect on corporate accountability if it leads to useless and 

biased information. From the perspective of public policy, the need for mandatory reporting 

arises in all probability when corporations do not view CSR as a paying proposition where 

social performance does not translate into financial performance at least in the short run, yet 

CSR is perceived to be beneficial at the societal level. In cases where CSR is socially valued, 

mandatory reporting is more likely to evoke a positive CSR response whereas in case of 

voluntary reporting, CSR could be conceptually zero in the limit. Mandatory reporting could 

reduce information asymmetries especially in emerging markets with imperfect capital 

markets and is “critical” for engaging with stakeholders and in ensuring corporate 

accountability. In countries with weak institutions and enforcement, mandatory CSR 

reporting can prevent several social threats that are not internalized by existing laws and 

regulations. Mandated CSR expenditure is perceived as an implicit corporate tax which 

would add to the existing high tax burden on corporates and reduce the global 

competitiveness of Indian companies, and that companies for which CSR makes good 

business sense would undertake such expenditure anyway, mandated or not. Rather than 

considering CSR as to fill in governance gaps, it is also seen as the abdication of 

government’s responsibility in providing public goods to meet development goals based on 

“democratically determined priorities”. The regulatory approach to CSR in India has transited 

from a regime of CSR being a purely voluntary activity with voluntary reporting (2008), to a 

CSR regime of voluntary activity with mandatory reporting (2012) to a regime of mandatory 

activity with mandatory reporting (2013). In the earlier years, CSR decisions at the firm level 

were primarily determined by market pressures from consumers, investors, stakeholders and 

civil society organizations with the government playing the role of a facilitator through 

information dissemination, issuance of CSR guidelines, encouraging dialogue and fostering 

public-private partnerships. In later years, subsequent to Section 135 of the Companies Act, 

2013, the Government has assumed a more proactive and direct role by making CSR 

reporting and CSR spending mandatory for all firms.  
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CONCLUSION 

There is higher pace of growth of awareness that business needs to manage its relationship 

with the society. CSR is becoming a leading principle of top management to sustain them in 

the competitive world. The CSR study determines that companies have scaled up operations 

in CSR and are considering it as a priority. Recent surveys in India depicts that Corporates 

have vested their attention of the implementation of CSR policies and being socially 

responsible. In 2014, Mahindra & Mahindra Ltd. was in the lead, followed by Tata Power 

Company Ltd. in India. In 2016, Tata Steel Ltd. topped the list of India’s top companies for 

sustainability and CSR, followed by Tata Power Company Ltd. and UltraTech Cement Ltd. in 

the second and third positions respectively. The major consequence of mandated annual CSR 

expenditure is the cumulative build-up of social welfare programs in and around geographical 

regions where better performing corporates are concentrated.   
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