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INTRODUCTION OF COMMUNITY SOCIAL RESPONSIBILITY (CSR) 

Dr. Butani Jay K. 

Assistant Professor,  
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The global context while there may be no single universally accepted definition of CSR, each 

definition that currently exists underpins the impact that businesses have on society at large and the 

societal expectations of them. Although the roots of CSR lie in philanthropic activities (such as 

donations, charity, relief work, etc.) of corporations, globally, the concept of CSR has evolved and 

now encompasses all related concepts such as triple bottom line, corporate citizenship, 

philanthropy, strategic philanthropy, shared value, corporate sustainability and business 

responsibility. This is evident in some of the definitions presented below:  

The EC' defines CSR as "the responsibility of enterprises for their impacts on society". To completely 

meet their social responsibility, 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" The WBCSD defines CSR as "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." 

According to the UNIDO',"Corporate social responsibility is a management concept whereby 

companies integrate social and environmental concerns in their business operations and interactions 

with their stakeholders. CSR is generally understood as being the way through which a company 

achieves a balance of economic, environmental and social imperatives (Triple-Bottom-Line 

Approach), while at the same time addressing the expectations of shareholders and stakeholders. In 

this sense it isimportant to draw a distinction between CSR, which can be a strategic business 

management concept, and charity, sponsorships or philanthropy. Even though the latter can also 

make a valuable contribution to poverty reduction, will directly enhance the reputation of a 

company and strengthen its brand, the concept of CSR clearly goes beyond that." 

 From the above definitions, it is clear that:  

 The CSR approach is holistic and integrated with the core business strategy for addressing 

social and environmental impacts of businesses.  

 CSR needs to address the well-being of all stakeholders and not just the company's 

shareholders.  

 Philanthropic activities are only a part of CSR, which otherwise constitutes a much larger set 

of activities entailing strategic business benefits.  

CSR in India 
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CSR in India has traditionally been seen as a philanthropic activity. And in keeping with the 

Indian tradition, it was an activity that was performed but not deliberated. As a result, there is 

limited documentation on specific activities related to this concept. However, what was clearly 

evident that much of this had a national character encapsulated within it, whether it was 

endowing institutions to actively participating in India's freedom movement, and embedded in 

the idea of trustees! As some observers have pointed out, the practice of CSR in India still 

remains within the philanthropic space, but has moved from institutional building (educational, 

research and cultural) to community development through various projects. Also, with global 

influences and with communities becoming more active and demanding, there appears to be a 

discernible trend, that while CSR remains largely restricted tocommunity development, it is 

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

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

official websites, annual reports, sustainability reports and even publishing CSR reports.  

The Companies Act, 2013 has introduced the idea of CSR to the forefront and through its 

disclose-or- explain mandate, is promoting greater transparency and disclosure. Schedule VII of 

the Act, which lists out the CSR activities, suggests communities to be the focal point. On the 

other hand, by discussing a company's relationship to its stakeholders and integrating CSR into 

its core operations, the draft rules suggest that CSR needs to go beyond communities and 

beyond the concept of philanthropy. It will be interesting to observe the ways in which this will 

translate into action at the ground level, and how the understanding of CSR is set to undergo a 

change. 

 CSR and sustainability  

Sustainability (corporate sustainability) is derived * from the concept of sustainable 

development which is defined by the Brundtland Commission as "development that meets the 

needs of the present without compromising the ability of future generations to meet their own 

needs". Corporate sustainability essentially refers to the role that companies can play in meeting 

the agenda of sustainable development and entails a balanced approach to economic progress, 

social progress and environmental stewardship. CSR in India tends to focus on what is done with 

profits after they are made. On the other hand, sustainability is about factoring the social and 

environmental impacts of conducting business, that is, how profits are made. Hence, much of 

the Indian practice of CSR is an important component of sustainability or responsible business, 

which is a larger idea, a fact that is evident from various sustainability frameworks. An 

interesting case in point is the NVGS for social, environmental and economic responsibilities of 

business issued by the Ministry of Corporate Affairs in June 2011. Principle eight relating to 

inclusive development encompasses most of the aspects covered by the CSR clause of the 

CompaniesAct, 2013. However, the remaining eight principles relate to other aspects of the 

business. The UN Global Compact, a widely used sustainability framework has 10 principles 

covering social, environmental, human rights and governance issues, and what is described as 

CSR is implicit rather than explicit in these principles.  

Globally, the notion of CSR and sustainability seems to be converging, as is evident from the 

various definitions of CSR put forth by global organizations The genesis of this convergence can 

be observed from the preamble to the recently released draft rules relating to the CSR clause 
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within the Companies Act, 2013 which talks about stakeholders and integrating it with the social, 

environmental and economic objectives, all of which constitute the idea of a triple bottom line 

approach. It is also acknowledged in the Guidelines on Corporate Social Responsibility and 

Sustainability for Central Public Sector Enterprises issued by the DPE in April 20135. The new 

guidelines. Which have replaced two existing separate guidelines on CSR and sustainable 

development, issued in 2010 and 2011 respectively, mentions the following  

"Since corporate social responsibility and sustainability are so closely entwined, it can be said 

that corporate social responsibility and sustainability is a company's commitment to its 

stakeholders to conduct business in an economically, socially and environmentally sustainable 

manner that is transparent and ethical." 

Benefits of CSR Programme 

 As the business environment gets increasingly complex and stakeholders become vocal about 

their expectations, good CSR practices can only bring in greater benefits, some of which are as 

follows: Communities provide the license to operate: . Apart from internal drivers such as 

values and ethos, * some of the key stakeholders that influence corporate E behavior include 

governments (through laws and - regulations), investors and customers. In India, a fourth and 

increasingly important stakeholder is the s community, and many companies have started e 

realizing that the 'license to operate' is no longer given o by governments alone, but 

communities that are e impacted by a company's business operations. Thus, a robust CSR 

programme that meets the aspirationsof these communities not only provides them with the 

license to operate, but also to maintain the license, thereby precluding the 'trust deficit. 

Attracting and retaining employees: Several human resource studies have linked a company's 

ability to attract, retain and motivate employees with their CSR commitments. Interventions that 

encourage and enable employees to participate are shown to increase employee morale and a 

sense of belonging to the company. 

 Communities as suppliers: There are certain innovative CSR initiatives emerging, wherein 

companies have invested in enhancing community livelihood by incorporating them into their 

supply chain. This has benefitted communities and increased their income levels, while providing 

these companies with an additional and secure supply chain.  

Enhancing corporate reputation: The traditional benefit of generating goodwill, erecting a 

positive image and branding benefits continue to exist for companies that operate effective CSR 

programmes. This allows companies to position themselves as responsible corporate citizens.  

In India, the concept of CSR is governed by clause 135 of the Companies Act, 2013, which was 

passed by both Houses of the Parliament, and had received the assent of the President of India 

on 29 August 2013. The CSR provisions within the Act is applicable to companies with an annual 

turnover of 1,000 crore INR and more, or a net worth of 500 crore INR and more, or a net profit 

of five crore INR and more. The new rules, which will be applicable from the fiscal year 2014-15 

onwards, also require companies to set- up a CSR committee consisting of their board members, 

including at least one independent director. The Act encourages companies to spend at least 2% 

of their average net profit in the previous three years on CSR activities. The ministry's draft nulls, 
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that have been put up for public comment, define net profit as the profit before tax as per the 

books of accounts, excluding profits arising from branches outside India. The Act lists out a set of 

activities eligible under CSR. Companies may implement these activities taking into account the 

local conditions after seeking board approval. The indicative activities which can beundertaken 

by a company under CSR have been specified under Schedule VII of the Act.  

The draft rules (as of September 2013) provide a number of clarifications and while these are 

awaiting public comment before notification, some the highlights are as follows: 

 Surplus arising out of CSR activities will have to be reinvested into CSR initiatives, and 

this will be over and above the 2% figure 

  The company can implement its CSR activities through the following methods:  

 Directly on its own  

 Through its own non-profit foundation set- up so as to facilitate this initiative Through 

independently registered non-profit organizations that have a record of at least three 

years in similar such related activities. 

 Collaborating or pooling their resources with other companies.  

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

 Activities meant exclusively for employees and their families will not qualify.  

 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 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. 

 


