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Abstract

Corporate Social Responsibility (CSR) in India marks a significant change in legislation. It
turned voluntary giving into a legal requirement under Section 135 of the Companies Act, 2013.
This made India the first country to require CSR by law. Indian companies spend over 325,000
crore each year, but there are still concerns about the real impact, transparency, and direction of
these efforts. This article looks closely at the development of CSR in India. It examines the legal
framework and identifies key challenges, including spending driven by compliance, uneven
distribution of resources, and the absence of impact assessments. It argues for shifting the
perspective from obligation to opportunity. Using examples from India and around the world, it
redefines CSR. Instead of viewing it as a charitable task, it should be seen as a strategic
investment. This approach can lead to inclusive growth, build brand trust, and support long-term
business stability. The article wraps up with practical suggestions. It aims to transform CSR into
a meaningful tool for building the nation, engaging stakeholders, and promoting sustainable

corporate governance. This way, doing good can also mean doing good business.

Keywords: Corporate Social Responsibility (CSR), Companies Act 2013, Strategic CSR, ESG,
Sustainable Development Goals (SDGs), CSR Law in India, CSR Compliance, Shared Value.

Introduction

India is a nation of paradoxes: enormous economic growth alongside constant inequality. In such

a prospect, Corporate Social Responsibility (CSR) offers a decisive opportunity for the private
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sector to participate actively in the nation's development. CSR in India has evolvedfroma
philanthropic concept to a legal mandate. CSR in India has evolved from a charitable idea to a
legal mandate in section 135 of the Companies Act, 2013.2 These standards require eligible
companies to give 2% of their net profit to social causes. This raises concerns aboutrequiring
philanthropy, even though many people saw it as a progressive step.Likewise,CSR has evolved
as a meaningful tool for development, or is it just corporate compliance? With over Rs 25000
crore flowing through CSR every year, the sector still struggles with indistinct impact, poor

transparency,and limited strategic integration.®

This article seeks to assessCSR as a mandated legal responsibility, whether it genuinely acts as a
community upliftment and nation-building tool, or it merely serves as a compliance mechanism.
This article also examines the evolution, legal framework, challenges, and transformation while
comparing with international frameworks like Environmental, Social, and Governance (ESG)
norms and United Nations Sustainable Development Goals (SDGs). This article suggests how
CSR can work as a dual impact mechanism, contributing to social development while

strengthening brand value and stakeholder trust.

Evolution and Legal Framework of CSR in India

The roots of CSR can be traced back to the 18" century, when rich merchants supported other
communities during natural calamities by offering shelter and food. Their charitable acts, like

donations or building a religious institution,secured them a respectable position in society.* By

the 19" and 20"centuries,such responsibility began to shift from merchants to companies and

corporations. Mahatma Gandhi's concept of trusteeship® shaped India'sCSR philosophy to a great
extent. Gandhi believes that wealth should serve societal welfare;the rich people of the society

must serve as trustees of the community. He promoted investments in healthcare, education, and

2“Companies Act, 2013 <https://www.mca.gov.in/content/mca/global/en/acts-rules/companies-act/companies-act-
2013.html>
3“Integrated CSR Solutions | TeamLease Foundation” <https://teamleasefoundation.org/faq.html>

4“How Has CSR Evolved in India ? | SoulAce” <https://www.soulace.in/how-has-csr-evolved-in-india.php>
SSachdeva A, “Trusteeship MODEL OF Mahatma Gandhi” (Amit Sachdeva, May 3, 2023)
<https://www.amitsachdeva.com/post/trusteeship-model-of-mahatma-gandhi-1>
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women's empowerment through charitable organizations to uphold a moral economic order.
Although his ideas were criticized for having a socialist slant, they served as the foundation for
CSR in India.

Following independence, India's mixed economysignifies the importance of CSR® in the creation
of jobs and supporting the weaker sections of society. In the 1990s, economic liberalization
further inflamed the shift, as corporations began to pull resources heavily for profit-making.
Such a situation triggered India to align with international CSR standards. Today, CSR in India is
no longer considered an indirect expense but as a strategic investment in goodwill and
competitiveness. Companies now dedicate CSR teams and allocate a proper budget. They often
collaborate with NGOs to build schools, sanitation facilities,to community and healthcare
development- creating a mutual benefit model between businesses and society.Any company
witha net worth of *500 crore or more,a Turnover of *1000 crore or more,and a net profit of X5
crore or more,must spend 2% of its average net profits (of the last 3 years) on CSR.” They must
also form a CSR Committee, make a plan, and publicly report what they spend.The activities

allowed are listed in Schedule V11,2 including education, health, gender equality, environment,

rural development, and even contributions to national relief funds. As a result, CSR became more
than just a pastime. Though laws are put in place, firms have difficulties spending funds

appropriately, and thus, regulations alone might not be enough.

As per the MCA 2014 CSR Rules,® implementation processes, oversight of disclosures, and
compliance with reporting standards, as well as responsibilities of the Board and CSR
Committee, were specified. Companies are required to report on their CSR policy and
expenditures publicly on their websites as well as include them in their annual reports. CSR can

be executed either directly or through trusts and NGOs that are registered, including the Section

SMMIJCecsr, “The Origin and Evolution of Corporate Social Responsibility (CSR) in India: A Historical Perspective -
CSR” (CSR, September 2, 2023) <https://www.csrcares.in/the-origin-and-evolution-of-corporate-social-
responsibility-csr-in-india-a-historical-perspective/>
"Acharya M, “Corporate Social Responsibility under Section 135 of Companies Act 2013” (Cleartax, May 5, 2025)
<https://cleartax.in/s/corporate-social-responsibility>
8“Companies Act - Schedule VII | Companies Act Integrated Ready Reckoner/Companies Act 2013|CAIRR”
(Companies Act Integrated Ready Reckoner|Companies Act 2013|CAIRR) <https://ca2013.com/schedule/schedule?-
3>
9“CSR Legislation” <https://www.csr.gov.in/content/csr/global/master/home/aboutcsr/csr-legislation.html>
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8 Companies Act 2013.2° with the 2021 amendments,'! India witnessed a new phase of

regulatory rigor pertaining to CSR. To ensure that corporate social responsibility (CSR) fulfills
its purpose in creating tangible outcomes rather than just expenditures, registered implementing
agencies must be assigned, impact assessments conducted for projects over X1 crore, and unspent

allocated funds must be restricted in those accounts.
Key Issues and Criticism of CSR in India

Even with India'svisionary CSR law and good annual spending, the effectiveness of CSR
initiatives remains under debate. Its capacity to produce significant and quantifiable social

impact is still constrained by severalgeneral and operational issues.?

1. Tick box compliance over genuine commitment: Instead of seeing CSR as a value-
drivenendeavor, many corporations view it as a legal obligation. The projects and policies
are often selected as onthe company's ease of executionrather than strategic planning or
societal needs. This pattern puts a restriction on creativity in societal problem solving and
limits the spirit of CSR. *®
Lack of transparency and accountability: Many CSR reports lackclarity and fail to
provide data-driven outcomes. Impact assessments, though now mandatory for larger
projects, are still poorly implemented. It is challenging to assess whether CSR funds are
producing benefits in the absence of strict monitoring.*

Urban bias in CSR development: The majority of the CSR funding goes to urban

areas,particularly big cities, where these corporations have their headquarters. According

10«Section 8.Formation of Companies with Charitable Objects, Etc. | Companies Act Integrated Ready
Reckoner|Companies Act 2013|CAIRR” (Companies Act Integrated Ready Reckoner|Companies Act 2013|CAIRR)
<https://ca2013.com/formation-of-companies-with-charitable-objects-etc/>
Government of India and Ministry of Corporate Affairs, “Companies (Incorporation) Second Amendment Rules,
20217 (2021) <https://www.mca.gov.in/Ministry/pdf/SecondAmndtRules_02022021.pdf>
12What Are the Challenges of CSR for Companies?” (ESCE, May 7, 2024) <https://www.esce.fr/en/fag-all-the-
answers-to-your-questions/what-are-the-challenges-of-csr-for-companies/>
®Byrne D, “What Is a Tick-Box Culture?” (The Corporate Governance Institute, November 22, 2023)
<https://www.thecorporategovernanceinstitute.com/insights/lexicon/what-is-a-tick-box-
culture/#:~:text=Rules%20were%20created%20t0%20s0lve%20an%20underlying,rules%20and%?20regulations%20
over%20principles%20and%20people.>
14Wpab and Wpab, “What Role Does Transparency and Accountability Play in Securing CSR Funding? -
fundsforNGOs - Grants and Resources for Sustainability” (fundsforNGOs - Grants and Resources for Sustainability
- Grants and Resources for Sustainability, January 26, 2025) <https://www.fundsforngos.org/all-questions-
answered/what-role-does-transparency-and-accountability-play-in-securing-csr-funding/>
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to CSR outlook reports, developing and backward regions are being neglected,defeating
the core objective of CSR.®®

Over-reliance on their parties or NGOs: Althoughit’s a common practice in India to
outsource CSR implementation to NGOs, many businesses fail to screen these partners.
As a result, it raises issues like duplication of efforts, administrative deficiency and a
major disconnect between CSR fund spending and societal needs.*®

Greenwashing and PR driven initiatives: Some businesses prioritize high-profile
campaigns over meaningful social change, using corporate social responsibility (CSR) as
a tool to improve their image. Long-term community benefits are frequently absent from
projects that emphasize photo ops, branded donations, or tokenistic gestures.’

Lack of internal capacity and expertise: Dedicated CSR teams and the expertise to create
successful programs are frequently lacking in smaller and mid-sized businesses. As a
result, they either underuse their budgets or outsource poorly, which leads to less than
ideal results.*®

Ambiguity in legal framework: Lack of precise definitions for terms like "ongoing
project,” “implementation agency,” and "administrative overheads" leads to

misunderstandings and differing interpretations. Businesses might abide by the letter of

the law, but not the spirit of it.*°

In conclusion, India has a groundbreaking CSR law, but its execution still faces challenges

with breadth, focus, and execution. Strengthened governance, capacity building, and

Chrun E, Berliner D and Prakash A, “Stakeholder Scrutiny, Urban Bias, and the Private Provision of Public
Goods” (2017) 20 Business and Politics 273 <https:/www.cambridge.org/core/journals/business-and-
politics/article/abs/stakeholder-scrutiny-urban-bias-and-the-private-provision-of-public-
goods/EE6237224A933DF60C315F6880B4550B>

% “What Are Some Challenges NGOs Face in Securing CSR Funding, and How Can They Overcome Them? -
fundsforNGOs - Grants and Resources for Sustainability” (fundsforNGOs - Grants and Resources for Sustainability
- Grants and Resources for Sustainability, January 27, 2025) <https://www.fundsforngos.org/all-questions-
answered/what-are-some-challenges-ngos-face-in-securing-csr-funding-and-how-can-they-overcome-them/>
"Ramasubramanian P, “Greenwashing or Genuine? PR Strategies for Sustainability in India - Reputation Today”
(Reputation Today, September 3, 2024) <https://reputationtoday.in/greenwashing-or-genuine-pr-strategies-for-
sustainability-in-india/>

18Ramdhan RM and others, “Corporate Social Responsibility Internal as a Predictor for Motivation to Serve,
Normative Commitment, and Adaptive Performance among State-Owned Enterprises’ Employee” (2022) 9 Cogent
Business & Management <https://doi.org/10.1080/23311975.2022.2093486>

19“Resolving ~ Ambiguities in  CSR  Provisions”  (IndiaCorpLaw, November 6, 2018)
<https://indiacorplaw.in/2018/11/06/resolving-ambiguities-csr-provisions/>
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community-centric planning are necessary to address these structural issues if CSR is to

genuinely aid in nation-building.

CSR as a strategic investment and a way forward

Corporate Social Responsibility is swiftly developing into a strategic investment that can
produce appreciableresults for both society and businesses. It is no longer a charitable
philanthropyor a legal compulsion. Stakeholders ranging from investors to customers and
employees expect businesses to act morally and make significant contributions in today’s hyper-
connected and socially conscious world. Corporate social responsibility can result in a
competitive advantage over time if approached methodically and strategically.?’ The hallmark of
strategic corporate social responsibility is the alignment of social initiatives with the company's

core objectives, which relate to its business strengths and operational advantages.

For example, ITC has woven environmental sustainability and rural development into its
corporate social responsibility efforts. Through initiatives like e-Choupal®! and various other
programs, ITC has significantly boosted agricultural productivity for rural Indians while also

creating a network of suppliers and brand advocates in areas that often get overlooked. Similarly,

Mahindra & Mahindra’s “Nanhi Kali” campaign for girls’ education? showcases how corporate

values can align with social goals—they’ve empowered over 500,000 underprivileged girls
across India to pursue their education. This program bolsters the company’s “Rise for Good”
mission while enhancing its esteem as a socially responsible brand, making it known as a good
corporate citizen. One of the largest opportunities for CSR rests in building inclusive supply
chains— companies can sponsor skill development programs for rural youth, support women
entrepreneurs or local artisans, which would yield an improvement on sustainable sourcing while

decreasing poverty levels.

20lejnik P, “Investing in Shares of CSR Companies as an Instrument of Investment Risk Management” [2024]
publicgovernance.pl <https://doi.org/10.15678/PG.2024.69.3.03>
2“[TC - Sab Saath Badhein” <https://www.itcportal.com/sab-saath-badhein/e-choupal.html>
22“Home” (Nanhikali)
<https://www.nanhikali.org/?utm_source=Google&utm_campaign=FE_51_TOF_Search_Brand_Always_On_Keyw
ord_Impression_Share&utm_medium=FE_51_AG_01_Phrase_p_nanhi%20kali%20ngo%?20information&utm_displ
ay=FE_01_AG_51 AD_01_RSA&gad_source=1&gad_campaignid=21704231920&gclid=Cj0KCQjwpf7CBhCfA
RISANIET VoY mMOchgawJCzEmtWYgMSHFtfUKD55COdAPch1fOtQPMY _7rMbgD4aAuQOEALwW_wcB>
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For instance, HUL's Project Shakti?® initiative is all about empowering women in rural India by
giving them access to financial resources and job opportunities. The program trains Shakti
Entrepreneurs, helping them get acquainted with the company’s products and the fundamentals
of distribution management. A dedicated team of Rural Sales Promoters (RSPs) is on hand to
guide and support these entrepreneurs as they navigate their business journeys. Currently, Project
Shakti has 1,09,100 Shakti Entrepreneurs, also known as "Shakti Ammas,” across 18 states.
Shakti Entrepreneurs have gained skills in selling, increased their self-esteem, become more
confident, and improved their communication and negotiation abilities. Most importantly, their
efforts have fostered an entrepreneurial mindset among Shakti Entrepreneurs. Strong, data-driven
analysis of results rather than just inputs will guarantee that money is invested in long-term

social change rather than just being spent.

There is also a compelling reason to encourage cooperation between corporations, governments,
and nonprofits. CSR initiatives implemented using public-private partnerships or through

grassroots organizations tend to be more practical, easier to scale, and have a greater chance of

long-term sustainability.?* These collaborations can harness skills and resources, simplify

administrative burden, enhance local capability for development, and strengthen community
infrastructure.Social innovation and regional impact design require focused attention. Companies
must develop in-house teams—referred to as “CSR Labs”—to manage social research and
development (SR&D).2°Engaging the board is just as important: when CSR Committees actively
oversee the progress made in integrating governance, it helps strike a balance between corporate
governance systems and the ever-evolving value chains in business. Moreover, if we shift some
executive responsibilities for driving change within the organization to focus on measurable

social KPlIs, it could foster a company culture that truly embraces social change.

Z“Byaluating the Social and Economic Impact of HULs Project SHAKTI” (1992) book-chapter
<https://www:.hul.co.in/files/09a26757-6ble-41ad-a08e-9f6e2b34aa57/hul-impact-assessment-project-shakti-fy-
2022-23.pdf>

248 Ways to Improve Your CSR Program for Meaningful Impact - Submittable Blog | Submittable” (Submittable)
<https://www.submittable.com/blog/improve-csr/>

Z“Corporate Social Responsibility in India: Linking CSR and R&D - EIAS” (March 8, 2022)
<https://eias.org/publications/op-ed/corporate-social-responsibility-in-india-linking-csr-and-rd/>
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In the end, the responsibility of nurturing CSR spending in India stems from intelligent decisions
rather than extravagant expenses. Thoughtful execution transforming perception from mere
compliance with legislation can enable CSR to emerge as a strategic tool for trust sustainability,

building extended growth with vision.

Conclusion

Corporate Social Responsibility in India has evolved over the years from mere acts of
philanthropy to a mandatory requirement under the Companies Act of 2013. It is a unique case
where, like the rest of the world,which reluctantly included social welfare as an appendage
policy, with no economic rationale, India strategically merges capitalism and compassion. A little
more than a decade later, although India's total CSR spend has surpassed 325,000 crore annually,
many companies still struggle to integrate purpose alongside their business strategies. This
article explains how CSR can become a strategy fostered by statutory goals if integrated with
vital national policies and ESG objectives. Many leading corporations have proved that rather
strategic spending on CSR incurs losses when it is properly planned and implemented out of pure
intention—offering sponsorships backed by innovation focused on value creation, advancing
brand reputation while fortifying relations with constituents, and building sustainable market
ecosystems yields mutual gain. However, overwhelmed is also every potential success story
sitting shoulder to shoulder with dozens of strives where CSR fails as a perceived compliance
not backed by steps, void content direction or clarity. The fate of CSR in India should emphasize

integration paired alongside accountability, fused with innovation. Impact assessments coupled

with trans sector collaboration richly amplify vision-driven driven regionally inclusive

investments that transcend legal-bound mandates altogether. Investment must come in deeper

forms other than monetary forms, like expertise, empathy, and strategic foresight.

India stands at an important point where it needs the private sector not just for creating wealth,
but also as active partners in building the nation. When companies embrace CSR as an essential
value instead of just a cost, they help develop communities and ensure their long-term success.
Therefore, the real question is not whether CSR should happen, but how it should be carried out,

and if we can turn it from a legal requirement into a true commitment to corporate citizenship.
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