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Preface 

Rakshak Foundation was founded in 2006 by a group of concerned citizens from 

India’s elite educational institutions working in USA. It was in the manner of giving 

back in a small way to United States and India, countries that had provided them so 

much in terms of opportunities. The Foundation seeks to create an informed society, 

aware of its rights and duties, and attempts to address barriers to an equitable and 

just society. Rakshak Foundation has been submitting well researched opinions on 

various bills being considered for presentation to the Indian Parliament. Rakshak 

Foundation has been invited by the Parliamentary Committees of the Rajya Sabha 

three times in the past two years to depose before them and present their views on 

proposed Bills which would affect the whole nation once they are enacted by the 

Parliament. 

The intern is third year Law Student of Institute of Law, Nirma University, 

Ahmedabad Gujarat and has keen interest in Corporate Law and the topic of the 

project deals with an issue of Corporate Law and its recent development by the 

means of Companies Act 2013. Keen interest has been taken up by the intern while 

researching for the project. 
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Executive Summary 

Corporate Social Responsibility as defined by United Nations Industrial 

Development Organization is “1A management concept whereby companies 

integrate social and environmental concerns in their business operations and 

interactions with their stakeholders.” Concept of Corporate Social Responsibility is 

not new to India as phenomenon of social responsibility of companies is well 

established in India. We have world’s richest tradition of corporate social 

responsibility. Earlier, CSR included the concept of Gandhian Trusteeship and 

corporate philanthropy. With the advent of liberalisation in the country the 

philanthropic approach started declining as more emphasis was given to multi-

stakeholder approach, where companies are held responsible for multiple 

stakeholders of their companies. This liberalisation also exposed our existing Indian 

companies to various giant companies and their CSR activities like Microsoft, IBM 

etc. This was the time when companies realised that their long term success depends 

largely upon their sensitivity towards the stakeholders by the means of their CSR 

initiatives. Some key findings from the study are mentioned hereunder: 

I. 2According to  calculations there is an approximate expected increase of 

60.83% in the CSR activities. However, I believe this figure would go much 

above because the sample space used and information available was of just 

over fifty companies; 

II. Very few companies used to invest more than or equal to 2% of the net profits 

in Corporate Social Responsibility. These companies in chronological order 

of highest CSR investment according to data of 2012 are Tata Steel (3.74%), 

Jaiprakash Associates (3.36%), Tata Power Company (2.41%), Jindal Steel 

and Power (2.307%), MMTC (2.32%) and JSW Steel (2.03%). 

                                                           
1 UNIDO, http://www.unido.org/en/what-we-do/trade/csr/what-is-csr.html (last visited August 14, 
2014) 
2 See Appendix B for table 

http://www.unido.org/en/what-we-do/trade/csr/what-is-csr.html
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III. Some Small and Medium Enterprises (SME) are also the type of companies 

which are covered under section 135 because of the condition of net profit of 

five crore. It is observed that these companies are working locally and have 

a wider and better approach towards societal issues in the area they are 

working. CSR activities by these companies can be a brilliant source. On the 

other hand it is also often seldom debated that these SMEs should not be 

included under this mandate because of their limited financial resources. 

IV. There can be a situation where certain companies which might fall under this 

category because of net worth or turnover clause but are not earning 

sufficient profits or no profits. These companies might show reluctance in 

complying by the laws. 

V. 3The Act encourages certain companies to spend minimum of 2% of their 

average net profit on CSR activities. 

VI. The company can implement its CSR activities through the following 

methods:   

1. Directly on its own i.e.  Through its own non-profit foundation set- up so 

as to facilitate this initiative 

2. Through independently registered non-profit organisations that have a 

record of at least three years in similar such related activities 

3.  Collaborating or pooling their resources with other companies. 

VII. Only CSR activities undertaken in India will be taken into consideration. 

VIII. A format for the board report on CSR has been provided which includes 

amongst others, activity-wise , reasons for spends under 2% of the average 

net profits of the previous three years and a responsibility statement that the 

CSR policy, implementation and monitoring process is in compliance with the 

                                                           
3 PWC, Handbook on Corporate Social Responsibility in India, 2014, available at 
www.pwc.in/.../handbook-on-corporate-social-responsibility-in-india.pdf , (last visited on September 14, 
2014) 

http://www.pwc.in/.../handbook-on-corporate-social-responsibility-in-india.pdf


    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 6  
  
 

CSR objectives, in letter and in spirit. This has to be signed by either the CEO, 

or the MD or a director of the company. 

This project will mainly deal with the concept of Corporate Social Responsibility, 

provisions laid down in the Companies Act, 2013 and its implementation, this paper 

will also try to deal in detail the work of some companies, the paradigm shift from 

traditional CSR to modern CSR will also be discussed in this project. In the end this 

project will conclude by giving certain suggestions and recommendations to 

improve the provisions laid down in Companies Act and there implementation.   
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1. Introduction 

 

1.1 1.1 Corporate Social Responsibility 

The corporate sector can help society in countless ways which may broadly be 

described as Corporate Social Responsibility or CSR. 

There have been various definitions attached to the concept of Corporate Social 

Responsibility. With each definition the concept of CSR is always restricted to its 

literal meaning, whereas this concept has its roots from philanthropic approach. The 

approach towards CSR has developed and evolved with time and advent of 

globalisation. Some of the definitions have been dealt as below.  

United Nations Industrial Development Organization defines it as “4A management 

concept whereby companies integrate social and environmental concerns in their 

business operations and interactions with their stakeholders.” 

World Bank Group defines Corporate Social Responsibility as “The commitment of 

business to contribute to sustainable development by working with employees, 

their families, the local community and society at large, to improve their lives in 

ways that are good for business and for development.” 

European Commission has defined CSR as 5“the responsibility of enterprises for 

their impact on society, for this enterprises should have in place a process to 

integrate social, environmental, ethical human rights and consumer concerns into 

their business operations and core strategy in close collaboration with their 

stakeholders” 

                                                           
4 UNIDO, supra note 1 
5 European Commission, http://ec.europa.eu/enterprise/policies/sustainable- business/corporate-
social-responsibility/index_ en.htm (last visited August 14,2014) 

http://ec.europa.eu/enterprise/policies/sustainable-%20business/corporate-social-responsibility/index_%20en.htm
http://ec.europa.eu/enterprise/policies/sustainable-%20business/corporate-social-responsibility/index_%20en.htm
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World Business Council for Sustainable Development has defined CSR as 6“the 

continuing commitment by business to contribute to economic development while 

improving the quality of life of the workforce and their families as well as of the 

community and society at large.” 

 When combined, these definitions give us a clear idea of what CSR is and the 

purposes for which it is intended. CSR is more of a holistic concept which addresses 

social and environmental issues along with the regular course of business. Also, 

philanthropic activities form a part of CSR whereas it deals with broader list of 

activities that should be integrated with the business of a company. CSR deals with 

the benefits for all stakeholders and not just the shareholders of the company. 

The idea of Corporate Social Responsibility is not new in India Various philosophers 

have preached and promoted ethical ways of doing business. Ancient literature by 

various philosophers like Kautilya have professed the necessity of helping poor and 

disadvantaged. The concept of charity in terms of ‘Zakaat’ has been professed in 

Muslim law which states that it is necessary to spend a part of individual’s income 

to help poor and needy as a part of donation. These concepts were taken very 

seriously by various business men as a part of their duty. 

In Indian pre independence era, big Indian corporate houses took the responsibility 

to make charitable trusts, hospitals and schools etc. which were also used to show 

resistance towards colonial rule and help their own people. The concept of CSR also 

included the concept of Gandhian Trusteeship and corporate philanthropy. With the 

advent of liberalisation in the country the philanthropic approach started declining 

as more emphasis was given to multi-stakeholder approach, where companies are 

held responsible for multiple stakeholders of their companies. This liberalisation 

also exposed our existing Indian companies to various giant companies and their 

CSR activities like Microsoft, IBM etc. This was the time when companies realised 

that their long term success depends largely upon their sensitivity towards the 

stakeholders by the means of their CSR initiatives. 

                                                           
6 WBCSD, http://www.wbcsd.org/work-program/business-role/previous-work/corporate-social-
responsibility.aspx (last visited August 14, 2014) 

http://www.wbcsd.org/work-program/business-role/previous-work/corporate-social-responsibility.aspx
http://www.wbcsd.org/work-program/business-role/previous-work/corporate-social-responsibility.aspx
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1.11.2 Modern Corporate View of CSR 

The concept of Corporate Social Responsibility is rooted in philanthropy but its 

advantages go beyond charity. In modern management thinking, a corporation 

derives several benefits from CSR. The key benefits are highlighted below: 

 Social Acceptance- Today a company needs to satisfy all its stakeholders to 

work smoothly. Its stakeholders will include the shareholders of the 

company, customers, government and mainly society at large. When a 

company wants to start a new operation in some particular area first thing 

they need after getting all clearances from government is clearance from the 

society. A company’s involvement in CSR activities will help them achieve 

this task by building a trust factor between companies and the common man 

of the country.  

 Brand Image- Whenever we think of a good brand image for a company the 

name that strikes us is ‘Tata’. The reason for it is the exhaustive involvement 

of Tata group in CSR activities. CSR activities increase reputation of the 

company by building emotional bridge between society and the company. 

 Retaining and Attracting employees- There are numerous studies which show 

the result that a company’s involvement in social areas attracts young talent. 

One of the reason behind this result is the analogy which an employee derives 

subconsciously to come to a conclusion ‘if the company is sensitive towards 

society it will be sensitive towards employee’s rights. 

 Synergy with the Community - Today’s leading corporations recognize that 

they cannot grow in a vacuum, and there is an inescapable give and take 

between them and the communities they serve. When a company invests in 

and improves living standards in the community at large, the latter thrives, 

creating greater demand for the company’s  products, as wells as a source of 

skilled labour and readily accessible resources. Henry Ford, the inventor of 
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modern manufacturing, believed in this concept. Secondly, companies that 

source inputs and services in the surrounding community benefit from a 

more robust and responsive supply chain. ITC’s e-Choupal facility is an 

excellent example where ITC has developed some villages by providing 

education, services and employment, and found that they can participate in 

ITC’s supply chain.  

1.21.3 Main Problems, their scope and impact on the society 

Society is full of uneven distribution of resources and opportunities, some have the 

privilege to draw their good amount of share from the well whereas some fail to do 

so. In today’s’ world there are numerous challenges ahead and society cannot fight 

them without the participation of business.  The corporate sector can help society in 

countless ways, collectively known as CSR, which basically consists of giving back to 

society. The tasks that can be included as a part of CSR initiative can range from 

investment in education sector to as broad as keeping a check on environmental 

aspect.  

 

The Companies Act, 2013 mandates CSR activities for companies falling under the 

provision 135 of the act. This act also strives to bring in greater transparency and 

disclosure in the area of CSR. Schedule VII of the Act  lists the areas which  fall under 

the purview of CSR activities. This Act mandates CSR activities funded by corporate 

income, in effect elevating CSR from a charitable afterthought to deliberate 

corporate strategy.  

 

 

 

 

1.31.4 Study Goals and Objectives 
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CSR is an important activity set to grow rapidly in the next few years. As such, 

several reports and dozens of papers exist in the literature.  This study seeks to 

understand how Indian corporations may respond to the new requirements, how 

CSR activity may be monitored for compliance with the Act as well as effectiveness, 

and how existing non-profit NGOs may benefit from growing CSR expenditure. Since 

NGOs vary greatly in commitment and quality, the study will also consider how to 

monitor the NGOs, detect and eliminate waste and fraud, and manage the 

partnership so as to generate sustainable, cumulative and quantified results. 
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2. Methodology 

This project relates to a well-documented and established field, Corporate Social 

Responsibility in India. Hence the research methodology was doctrinal in nature. 

This project consisted largely of literature surveys, meetings and interviews with 

practitioners and experts in this field, as distinct from analytical or statistical 

methods. 

Literature Search 

The study drew on various articles, journals, research papers, books and news 

reports for the successful completion of my project. Some of them are mentioned 

hereunder. 

Abagail Mcwilliams, Donald S. Siegel and Patrick M. Wright, Corporate Social 

Responsibility: International Perspectives, Rensselaer Working Papers in Economics 

March 2006, Number 0604  

This research paper mainly dealt with the international perspective when it comes 

to Corporate Social Responsibility and involvement of international trade regulators 

like United Nations. This paper also talked about company’s perspective towards 

this philanthropic activity. 

Seema G. Sharma, Corporate Social Responsibility in India: An Overview, The 

International Lawyer, Vol. 43, No. 4 (WINTER 2009), pp. 1515-1533 

This research paper clearly gives an insight about Corporate Social Responsibility in 

India. From the history to present scenario it has discussed and covered almost all 

parts associated with this topic. 

Handbook on Corporate Social Responsibility in India, a report by PWC 

This report by Price-Waters Cooper (PWC) turned out to be an important source, in 

general and in particular for the new CSR law’s impact on Small and Medium 

Enterprises (SMEs).  
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PWC played a very important role in my research. This report was essential as it lays 

a question on this law by explaining the impact on  

CSR and Competitiveness magazine 

This magazine is solely dedicated to articles related to Corporate Social 

Responsibility and thus a useful source of up-to-date information.  

Lok Sabha Secretariat Reference Note on Corporate Social Responsibility (No. 

11/RN/Ref./2013) 

This report is a significant government publication that deals with the concepts 

behind the new CSR law. It also provides a summary of investments made by 

companies in CSR in the past. This Note and its appendix proved to be critical in 

ascertaining the impact of the new Act on the future of CSR  in India.  

Nishith Desai Associates, Corporate Social Responsibility & Social Business Models in 

India 

This research paper dealt extensively with the concept of CSR from history to 

present and has covered almost all aspects linked with Corporate Social 

Responsibility. This paper has focused its attention to the impact on India. 

Kenneth E. Aupperle, Archie B. Carroll and John D. Hatfield, An Empirical Examination 

of the Relationship between CSR and Profitability, The Academy of Management 

Journal, Vol. 28, No. 2 (Jun., 1985), pp. 446-463 

This paper tried to establish a relationship between profitability and CSR because it 

is quite often assumed that CSR is done as a long term investment with expected 

returns. This study however concludes by showing the result that there is no 

negative impact of CSR expenses on profitability. 

Richa Gautam and Anju Singh, Corporate Social Responsibility Practices in India: A 

Study of Top 500 Companies, Global Business and Management Research: An 

International Journal, Vol. 2, No. 1, pp. 41- 56 
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This journal paper was not included in the study since it was only found at the end 

of the project. However, it is definitely worth reading for anyone interested in CSR 

in India, specifically for historical CSR activity by India’s top 500 companies. 
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Meetings and Interviews* 

Date Name Designation  Institution Topic of 

Discussion 

23rd June 

2014 

Mrs. Gayatri 

Subramanium 

and Geetanjali 

Gaur 

Program 

Executive 

(CSR) 

Indian 

Institute of 

Corporate 

Affairs 

Single 

window 

portal 

initiative by 

MCA 

4th July 

2014 

Prof. Milindo 

Chakrabarty 

Professor School of 

business 

studies, 

Shardha 

University 

Monitoring 

process for 

CSR activities 

 

Please refer Appendix A for details* 
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3. Government Support of CSR 

The Government of India (“GOI”) has entrusted the Ministry of Corporate Affairs 

with implementation and monitoring of the CSR policy. The Ministry conducts this 

function through the Indian Institute of Corporate Affairs (IICA) which publishes 

clarifications and elucidations of the law and facilitates companies’ understanding 

of and compliance with the rules. The Institute works with and through the National 

Foundation for Corporate Social Responsibility (NFCSR) dedicated to development, 

support and organization of all CSR activities in the country.  

The NFCSR is a key government organization for all companies subject to CSR rules 

per the Companies Act 2013.  Its responsibilities include: 

 7Outreach and Communications: Undertaking large scale outreach and 

strategic communication to raise awareness on Corporate Social 

Responsibility and more importantly the potential CSR has to contribute to 

sustainable and inclusive growth in India. 

 Conferences/workshops: working through partners in India and 

internationally, the Foundation would organize conferences/workshops to 

discuss/share key CSR concepts, engage stakeholders in policy dialogue, and 

disseminate policy notes and research papers based on domestic and 

international best practices. 

 Networking: developing a virtual network that brings together all 

stakeholders and partners in the CSR space. 

 Undertaking Research to conduct research and studies to explore the current 

situation and developing strategies with a focus on CSR. 

 Establishment of a Centre for Sustainability to prepare the guidelines for 

Sustainable development and reporting 

                                                           
7 NFCSR, http://www.iica.in/leftcontrolpages/National_Foundation_CSR_Detailed.aspx (last visited 
September 5, 2014) 

http://www.iica.in/leftcontrolpages/National_Foundation_CSR_Detailed.aspx
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 Building a credible database establishing a database of credible civil society 

organizations with whom the GOI organizations, the corporate entities as 

well as the donor organizations can work and collaborate. 

 Building a credible database of best CSR Practices 

 Publishing a biennial National Compendium of CSR which would contain, 

inter-alia, a CSR survey, essays by thought leaders and CSR resources. 

 Building a credible index and/or rating system in CSR 

 Sensitizing thought leaders, public representatives and other stakeholders to 

the evolving needs and perspectives of CSR/Sustainability. 

 Instituting the “National awards for best practices in CSR” in the country” 

 

The Companies’ Act does not specify any quality criteria or reporting other than 

requiring certain corporate committees. However, it is also important that CSR 

expenditure lead to substantive and worthwhile community development.  Based 

on the publications, surveys and interviews conducted in this eight-week project, 

there is pressing need for monitoring of individual companies as well as guidance 

in terms of suitably experienced high-quality NGOs and/or local community needs. 

The NFCSR is the organization charged with all this. It is definitely worth looking 

into outsourcing some of its functions to a few specialized NGOs.   
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4. Results and Discussion  

 

A. CSR  Policy Summary  
Although India is the first country to mandate CSR, it is not a new concept in India.8 

Based on Indian concepts of charity, culture, values and tradition, merchants and 

wealthy people have always contributed to society by building places of worship, 

health and education facilities and supporting the poor. These acts were generally 

inspired by religion9 but the donors understood their value in gaining social 

acceptance and leaving a legacy for the future, as well as building goodwill in the 

present.  

Mahatma Gandhi’s concept of “trusteeship” built upon this tradition. Gandhiji   urged 

Indian companies to build a better India and declared that Indian Companies were 

supposed to be ‘Temples of modern India”. Indian companies responded by building 

schools, colleges, temples etc.  

Fast forwarding to today, Section 135 and Schedule VII of the Companies Act 2013 

define a rich variety of social activities incumbent upon businesses above a certain 

size. An important message of this Act is that CSR is not just philanthropy, it is an 

important part of a company’s strategic plan.  

Companies falling under Section 135 are those meeting one or more of the following: 

net worth over Rs. 500 crore, turnover over Rs. 1,000 crore,  or net profit over Rs. 5 

crore.  Such companies are required to create a corporate CSR committee with at 

least three directors including at least one independent director. This committee 

must formulate a CSR policy for the Board, recommend the expenditure and monitor 

implementation. The minimum expenditure is 2% of the average net profit in the 

three immediately preceding years. If the company falls short of the requirement, it 

must provide an explanation. The Board for its part must approve and fund a CSR 

                                                           
8 Nishith Desai Associates, Corporate Social Responsibility & Social Business Models in India, June 2014 
9 Seema G. Sharma, Corporate Social Responsibility in India: An Overview, The International Lawyer, Vol. 
43, No. 4 (WINTER 2009), pp. 1515-1533 
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policy, include its CSR program in the Annual Report as well as placing on the 

company’s web site.  

Schedule VII of the 10act lists the following areas for permissible CSR activity: 

o eradicating extreme hunger and poverty;  

o promotion of education; 

o promoting gender equality and empowering women;  

o reducing child mortality and improving maternal health;  

o combating human immunodeficiency virus, acquired immune deficiency 

syndrome, malaria and other diseases;  

o ensuring environmental sustainability;  

o employment enhancing vocational skills;  

o social business projects;  

o Contribution to specified government relief funds. Such other matters as may 

be prescribed.”  

Important clarifications from the Ministry of Corporate Affairs are that these 

subjects shall be interpreted liberally, that one-off events and expenses pursuant to 

other legislation are excluded from the 2% rule, but salaries and expenses for 

volunteers and personnel dedicated to CSR are allowed.    

  

                                                           
10 See Schedule VII, Companies Act, 2013 



    
 

  
 
Copyright © 2014 Rakshak Foundation. All Rights Reserved.                        Page | 20  
  
 

 

B. Current Status of CSR in India  

To analyse the impact of Companies Act 2013 on Corporate Social Responsibility 

activities in India it is important to document the current status prior to the 2013 

Act. This was done with a sample of the 52 most generous corporations.  

   

 “India’s top companies for the Financial Year 2012 ranked according to their 

percentage of profit spending on CSR”11 

A B C D E F G 

S.NO Name AVG PAT Actual 

Spend 

2% 

PAT 

% Actual 

Spend 

% wrt 2% of 

PAT 

1 TATA STEEL 3895 146 78 
3.7 187.2 

2 JAIPRAKASH 

ASSOCIATES 

1396 47 28 

3.4 167.9 

3 TATA POWER 

COMPANY 

1118 27 22 

2.4 122.7 

4 JINDAL STEEL & 

POWER 

3814 88 76 

2.3 115.8 

5 JSW STEEL 1569 32 31 
2.0 103.2 

6 MMTC 129 3 3 
2.3 100.0 

7 OIL India 2988 50 60 
1.7 83.3 

8 HERO MOTOCORP 2179 33 44 
1.5 75.0 

9 LARSEN & TOUBRO 4818 70 96 
1.5 72.9 

10 GAIL (INDIA) 3891 54 78 
1.4 69.2 

                                                           
11 Lok Sabha Secretariat, Reference Note on Corporate Social Responsibility (No. 11/RN/Ref./2013), 2013 
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11 RELIANCE 

INDUSTRIES 

21138 288 423 

1.4 68.1 

12 STEEL AUTHORITY 

OF India 

5153 61 103 

1.2 59.2 

13 Indian OIL 

CORPORATION 

7783 83 156 

1.1 53.2 

14 COAL India 11759 119 235 
1.0 50.6 

15 POWER GRID 

CORPORATION OF 

India 

2664 25 53 

0.9 47.2 

16 LANCO INFRATECH 474 4 9 
0.8 44.4 

17 GITANJALI GEMS 349 3 7 
0.9 42.9 

18 TATA POWER 

COMPANY 

1117 9 22 

0.8 40.9 

19 HINDALCO 

INDUSTRIES 

3597 28 72 

0.8 38.9 

20 CHENNAI 

PETROLEUM 

CORPORATION 

392 3 8 

0.8 37.5 

21 MAHINDRA & 

MAHINDRA 

2948 22 59 

0.7 37.3 

22 ADANI ENTERPRISES 1940 14 39 
0.7 35.9 

23 BHARAT HEAVY 

ELECTRICALS 

5823 37 116 

0.6 31.9 

24 TATA CONSULTANCY 

SERVICES 

8935 51 179 

0.6 28.5 
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25 AXIS BANK 3347 19 67 
0.6 28.4 

26 MARUTI SUZUKI India 2162 12 43 
0.6 27.9 

27 BHARAT PETROLEUM 

CORPORATION 

1438 8 29 

0.6 27.6 

28 STATE BANK OF India 13056 71 261 
0.5 27.2 

29 TATA STEEL 3895 71 261 
1.8 27.2 

30 INDIAN OVERSEAS 

BANK 

943 5 19 

0.5 26.3 

31 NTPC 9334 49 187 
0.5 26.2 

32 OIL & NATURAL GAS 

CORPORATION 

23660 121 473 

0.5 25.6 

33 BHARTI AIRTEL 6511 33 130 
0.5 25.4 

34 ALOK INDUSTRIES 191 1 4 
0.5 25.0 

35 POWER FINANCE 

CORPORATION 

2695 13 54 

0.5 24.1 

36 GRASIM INDUSTRIES 3395 16 68 
0.5 23.5 

37 ICICI BANK 6366 24 127 
0.4 18.9 

38 BAJAJ AUTO 2709 10 54 
0.4 18.5 

39 INFOSYS 7128 26 143 
0.4 18.2 

40 MOTHERSON SUMI 

SYSTEMS 

291 1 6 

0.3 16.7 

41 RELIANCE 

INFRASTRUCTURE 

1229 4 25 

0.3 16.0 

42 UNION BANK OF India 1981 6 40 
0.3 15.0 
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43 HCL 

TECHNOLOGIES2709 

1778 4 36 

0.2 11.1 

44 TATA MOTORS 8437 15 169 
0.2 8.9 

45 HINDUSTAN ZINC 4823 8 96 
0.2 8.3 

46 SIEMENS 672 1 13 
0.1 7.7 

47 ASIAN PAINTS 929 1 19 
0.1 5.3 

48 STERLITE 

INDUSTRIES (INDIA) 

6831 7 137 

0.1 5.1 

49 HOUSING 

DEVELOPMENT 

FINANCE 

CORPORATION 

3608 3 72 

0.1 4.2 

50 RUCHI SOYA 

INDUSTRIES 

167 0 3 

0 0 

51 PETRONET LNG 694 0 14 
0 0 

52 NMDC 5737 0 115 
0 0 

 TOTAL 223876 1826 4662   

OR 

From this table we may calculate the increase in these companies’ CSR 

expenditure, taken together, if every company complies with the 

2%requirement in full. This is obtained from the percentage difference 

between the totals of columns D and E:  

Expected Increase = (4662-1826)/4662 

Expected Increase= 60.8%  

So there is an approximate expected increase of 60.8% in the CSR activities. 

However, the actual figure will be different, since on the one hand there are 
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hundreds of companies that report no CSR activity, on the other hand, these 

companies are unlikely to meet the requirement in just one year. Over the 

next several years an increase of over 61% may be expected.  

There is room for additional growth if more companies follow the lead of CSR 

leaders such as (2012 data, % of profits devoted to CSR)  Tata Steel (3.7%), 

Jaiprakash Associates (3.3%), Tata Power Company (2.4%), Jindal Steel and 

Power (2.3%), MMTC (2.3%) and JSW Steel (2.03%). 
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C. Discussion/Critique of the Policy  

 
I. Some Small and Medium Enterprises (SME) may fall under section 135 

because of the relatively low net profit threshold of Rupees 5 crore. These 

companies are likely to be more deeply rooted in their community and more 

aware of its needs, but on the other hand, they have limited resources in-

house. 12 SMEs may be good candidates to work with local NGOs. 

II. There can be a situation where certain companies which might fall under this 

category because of net worth or turnover clause but are not earning 

sufficient profits or perhaps running in loss.  Such companies may resort to 

explaining their lack of CSR compliance by lack of current profits. This can 

also be a loophole that encourages creative accounting. . 

III. 13The company can implement its CSR activities through the following 

methods:   

2. Directly on its own i.e.  Through its own non-profit foundation set- up so 

as to facilitate this initiative 

3. Through independently registered non-profit organisations that have a 

record of at least three years in similar such related activities 

4.  Collaborating or pooling their resources with other companies. 

While there is merit in the three-year track record qualification for NGOs, it 

may prove to be an obstacle since new NGOs cannot be created. 

IV. Only CSR activities undertaken in India will be taken into consideration. 

Presumably this applies only to the 2% minimum, and companies are free to 

use any CSR expenditure above this limit as they see  fit.  

                                                           
12 PWC Report, supra note 3 
13 See Sec4(2), Corporate Social Responsibility Rules, 2014 
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V. 14A format for the board report on CSR has been provided which includes 

amongst others, activity-wise , reasons for spends under 2% of the average 

net profits of the previous three years and a responsibility statement that the 

CSR policy, implementation and monitoring process is in compliance with the 

CSR objectives, in letter and in spirit. This has to be signed by either the CEO, 

or the MD or a director of the company.”   This is a corporate affairs minimum 

requirement. The IICA and NFCSR should promote more detailed reporting 

modeled after existing CSR leaders. 

 

 

D. Gap analysis 
This section presents certain gaps in the policy found in this study. 

Nowhere in the provisions of Corporate Social Responsibility laws is there any 

mention of  measuring output of the initiatives by NGO or their functions. This 

creates a big gap between government initiatives and actual requirements because 

this can become a breeding ground for corruption or escaping the mandate of CSR. 

For example there can be a situation where a company gives money (2% of net 

profits) to NGO to work on a CSR activity but there is latent siphoning back of money. 

This gap defeats the basic purpose of these laws and mandate and hence it should 

be tackled properly, and appropriate safeguards instituted. 

Secondly, it is mandatory for companies to do their CSR activity through some NGOs 

or trust established by them. To complete this task of delegation effectively there is 

a need for a common portal where companies, NGOs, GOI and all other relevant 

stakeholders can come together and communicate and execute CSR activities more 

effectively. The National Foundation for Corporate Social Responsibility (NFCSR) 

plans to come up with such a portal. However the time frame has not been 

announced. This portal is critical for effective implementation and timely 

achievement of the government’s CSR objectives 

                                                           
14 See Sec8(2), Annexure, Indian Law, Corporate Social Responsibility Rules, 2014 
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5. Recommendations for Effective Implementation 

 

A. Recommendations  

(1) Independent Uniform Grading System 

 According to Ministry of Corporate Affairs Notification dated 27th February, 2014,  

it is mandatory for the companies falling under section 135 to do their CSR activities 

by a means of trusts established by their company or any other trust or NGO with a 

track record of three years. This will eventually lead for maximum companies to 

delegating the CSR activities with some NGOs. 

 It is relevant here that the Supreme Court of India, in response to a PIL, directed 

Central Bureau of Investigation (CBI) to get data and records for all NGOs of the 

country.  There are around twenty lakh NGOs in the country, and it is believed that 

many of them are evading taxes. It is very difficult to track these NGOs.  

Since new CSR provisions have put NGOs in the limelight, it is of utmost importance 

for the appropriate selection of NGOs by the companies for CSR activities to have a 

uniform, reliable and independent grading system for NGOs. In many countries like 

USA, NGOs are rated by third parties.  

Advantages of Independent Uniform Grading System: 

 It will help companies to decide which NGO to choose. 

 It will help to collect data on all the actual working NGOs. 

 It will incentivize NGOs to work better and get better results for the sake of 

good grades or ratings 

 A meaningful rating system will promote transparency and build trust in the 

NGOs who are diligently working for their cause. This in turn will attract 

donations from public at large and from  companies. 
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 The existence of valid ratings will ensure that companies pick a dedicated 

NGO with good ratings, and discourage corruption such as kickbacks.  

A Readily Available Solution 

In 1987 CRISIL, India’s first credit rating agency was established. CRISIL has been 

providing investors with a tool to evaluate investment options by means of their 

credit ratings. CRISIL  announced in August 2014 a special and specific process for 

evaluation of NGOs. This process takes into consideration factors like the reputation 

of people driving the NGO, the process to achieve goals of the NGO, and most 

importantly, impact analysis of programmes undertaken in past by these NGOs.  

CRISIL rates NGOs on mainly two parameters firstly, Capacity Delivery (VO 1A to 

5A) and secondly, Financial Proficiency (High, Moderate and Low). CRISIL recently 

graded two NGOs, Help Age India and SOS Children’s Village. Help Age India was 

assigned a VO-1A grade, denoting very strong delivery capability and high financial 

proficiency, while SOS Children's Village (SOSCV) was given a VO-2A grade, which 

denotes strong delivery capability and high financial proficiency. 

 

However, the CRISIL process has a major drawback in that it is a time consuming 

process and there are lakhs of NGOs to be covered. Companies Act 2013’s mandate 

for CSR activities by companies through NGOs makes it imperative to accelerate the 

process.  

 

A possible approach to do so is for CRISIL to work with the National Foundation for 

Corporate Social Responsibility (NFCSR) which is developing a common e-portal for 

NGOs and companies for the purpose of CSR, including a credible CSR rating system. 

The combined resources of the two organizations will speed up the ratings process, 

including the ratings of NGOs.  
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Another approach is to approach ratings agencies of non-profit organizations in 

other countries, or possibly to work with a reliable Indian or foreign NGO that will 

dedicate all its efforts solely to developing NGO ratings.  

 

(2) Checks and Balance System 

For any government policy, law or mandate it is of the utmost necessity that there 

be a procedure of ‘Checks and Balances’. However, the  CSR mandate in Companies 

Act 2013 leaves many important aspects undefined. For example, there is no 

disincentive for defaulting companies and secondly, there is no provision to keep a 

check on the CSR activities, as opposed to CSR expenditure.  

 

There is a need for some kind of punitive provision such as a  tax disincentive for 

companies that consistently fail to meet the 2% target for no good reason, and/or 

spend the money on wasteful and poorly managed show projects. In addition the 

impact of a company’s CSR activity should be judged/rated by an agency established 

under MCA or NFCSR. Some thought should be given to better regulation and 

accountability of NGOs eligible for CSR funding. 
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6. Suggestions for future work 

 

The project’s main objective was to study the impact of Companies Act 2013 and its 

mandate of CSR. A comparative analysis between past and future CSR expenditure 

was given above. The actual results from the 15,000 affected companies will be seen 

in the 2014-15 annual reports.  Several follow-up studies may be performed when 

the data is available.  

1) A comparative analysis of CSR expenditures before and after the Act. 

2) Detailed analysis of individual companies to discover preferred types of 

activity and modus operandi, e.g. through a NGO.  

3) An appraisal of the NGOs that benefit from the CSR mandate in terms of their 

past experience and qualifications vs. societal impact. 

4) An assessment of the adequacy or otherwise of the published laws, 

clarifications, regulations, and the categories permitted for CSR. 
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7. Conclusion  

 

Some of the key findings from this brief study are as follows: 

I. Preliminary calculations indicate at least a 60.8% increase in the reported 

CSR spend. This is a conservative estimate since the vast majority of affected 

companies currently report no CSR activity.   

II. The 2% requirement is reasonable since a few companies already spend 

more than this amount, and should be a role model for others.  

III. It is somewhat debatable whether Small and Medium Enterprises (SME) that 

happen to cross the profit threshold of 5 crores should be subject to the new 

CSR rules.  

IV. A similar qualification may be attached to companies which meet the net 

worth or turnover criteria but are operating at a loss. These companies might 

show reluctance in complying with the new CSR law. 

V. There is a huge ambit available for improvement in the CSR laws. I believe it 

is a good first step taken by the government for making companies pay back 

to the society. After all the laws for Corporate Social Responsibility may 

change but the values and source from which it derives its concept will never 

change. 
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9. Appendix A 

Meetings and Interviews 

1)  

Date: June 23, 2014 

Time: 4:00 PM 

Duration of Discussion: 20 minutes 

Name: Mrs. Gayatri Subramanium and Geetanjali Gaur 

Discussion:  

 One window concept - IICA was planning to come up in the recent future. 

 A common portal for all 15000 companies which come under section 135, 

NGOs working there and all other stakeholders of CSR. 

 Helpful to control duplication of efforts  

 Control the wastage of time and resources 

2)  

Date: July 4, 2014 

Time: 11:00 AM 

Duration of Discussion: 1 hour 

Name: Prof. Milindo Chakrabarty at School of Business Studies, Shardha University, 

Greater Noida 

Discussion:  
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 Before the Companies Act 2013 was enacted the CSR activities were very 

arbitrary and depended on the whims and fancies of the companies. 

 Before the act it was also not mandatory and hence the companies who even 

came out with CSR activities they were never funded as big as 2% of net 

profits. 

 There were investments but they were not uniform. For example sponsoring 

certain marathons and races were also considered as CSR activities by 

companies. 

We also discussed about the new initiative that Indian Institute of Corporate Affairs 

and National Foundation of Corporate Social Responsibility (NFCSR). It has 

following benefits: 

 Comprehensive online network  

 Connects all NGOs and Companies covered under section 135 and 

government.  

 The problem of less examples in rural infrastructure and other sectors can 

improve  

 There will be no duplication of efforts.  

 It will promote transparency 
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“The highest measure of democracy is neither the 

‘extent of freedom’ nor the ‘extent of equality’ but 

rather the highest measure of participation.” 

- A.D. Benoist 

 

Rakshak Foundation creates awareness domestically and internationally 

about the rights and responsibilities of citizens towards the society and 

state. Rakshak engages in and supports social and scientific research on 

public policy and social issues. 

 

 

     GET INSPIRED               IDENTIFY YOUR PASSION           GET INVOLVED 

 

Email: secretary@rakshakfoundation.org 

Website: www.rakshakfoundation.org 
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