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Abstract

In India, under Section 135 of Companies Act, 2013, companies that present a net worth of more
than X500 crore, turnover over 1,000 crore, and a net profit of more than X5 crore are required
to contribute at least 2% of three-year average profit under Schedule VII to causes such as
eradication of poverty, education, healthcare, women empowerment, environmental
sustainability, and rural development, creating a pioneering commitment through a binding CSR
to causes worldwide. This research chronicles the development of CSR from 19th century
philanthropies of Europe and ‘daan’ traditions of India combined with Trusteeship concept of
Gandhiji to post-1991 MCA guidelines of 2009, 2011 NVGs, and further to the 2013 Act and
Amendments of 2019-2021 to transfer unspent amounts,Cases like M.C. Mehta (liability), Indian
Council for Enviro-Legal Action (polluter pays), and Great Indian Bustard show that the concept
of CSR is linked to Article 21 and the Directive Principles (Articles 38-48A) encompassing
environmental rights. NIFTY 50 Analysis (FY 2020-2024) reveals 325,000+ crores of annual
expenditures: 35% on education (TCS skill trainings), 25% on healthcare, and 15% on the
environment; and top-performing companies like ‘Reliance (X1,050 crores in FY 23, with a
utilization rate of 73%)’, ‘Tata (111-382%, over mandate)’, and ‘HDFC (X The areas it analyses
include the role of CSR committees, Section 166 obligations of duty, SEBI BRSR, and the
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enforcement of the MCA by imposing penalties to jail terms, then criticism of green washing

statements and bias of proximity (60% of companies under 100km), taxation concerns.
Introduction:

Corporate Social Responsibility (CSR) under Section 135 of the Companies Act, 2013, of India
requires every eligible company- those having a net worth above X500 crore or a turnover higher
than 1,000 crore, or a net profit of more than X5 crore-to spend at least 2% of its average net
profits of the preceding three fiscal years on Schedule VII activities such as eradication of
hunger and poverty, promotion of education and providing healthcare, gender equality, ensuring
environmental sustainability, rural sports, and national heritage, among others, thus positioning
India as the only country in the world to make corporate contributions to society legally binding.
This panorex paper captures multi-faceted evolution of CSR: starting from 19th century
European industrial philanthropy and India's ancient traditions of 'daan’ interfused with Gandhian
trusteeship, through post-1991 liberalization era's MCA's voluntary guidelines of 2009 and
NVGs of 2011 to the game-changing 2013 mandate further strengthened with amendments of
2019-2021 regarding transfer of unspent amount to specific account or fund of government
schemes, amidst judicial pronouncements like M.C. Mehta v. Union of India (principle of
absolute liability for Oleum Gas Leak), Indian Council for Enviro-Legal Action (polluter pays),
and the Great Indian Bustard case making a linkage of CSR to constitutional duty of
environment protection under Article 21. Based on empirical trends from NIFTY 50 companies
for FY 2020-2024, it reveals the aggregate spends exceeding %25,000 crores annually comprising
35 per cent on education, for example, skilling programs of TCS; 25% health, 15% environment;

with leaders such as Reliance-actual: ¥1050 crore against budgeted 21440 crore in FY23, 73 per
cent utilization, TCS-113% utilization, HDFC Bank-Parivartan-¥945 crore in FY 24 impacting

10 lakh households, ITC, Tata Group-CSR spends by various group companies ranged between
111% and 382% over the statutory requirement, Infosys; already surpassing thresholds while
relating their CSR intensity with profitability-its Spearman rank-order correlation r=0.42, better
ROE-22% versus 15%, ROA-12% versus 8%, share price growth YoY-15%, and market cap
amidst BRSR disclosures. The present analysis dissects statutory mechanics (CSR committees,

annual plans, impact assessments), governance synergies, Section 166 director duties, SEBI
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BRSR for top 1,000 firms, MCA/ROC enforcement via National CSR Portal, up to jail terms
penalties for non-compliance; the leading policy debates on mandatory vs. voluntary models as
'hypothecated tax' blurring state welfare under Directive Principles (Articles 38-48A); critiques
on greenwashing, proximity bias, 60% spends within 100km of operations, uneven reporting-
advanced BRSR at 85/100 vs. basic 60/100-and tax treatments, non-deductible under Section
37(1) but 50% via 80G, while calling for reforms like mandatory outcome audits, standardized
SDG-linked metrics, collective platforms, and Schedule VII expansions for authentic value
creation beyond mere box-ticking.

Concept and development of CSR in India and the world:

Corporate Social Responsibility (CSR) can be referred to as the responsibility of corporations to
society, as far as the effects of their operations are concerned. The world is seeing an evolving
change in the meaning of CSR from being philanthropic in nature to an approach where social

and environmental factors are incorporated into business.

In the early approach (late nineteenth to mid-twentieth century) of CSR, charity, donations, and
paternal care by industrialists were predominantly involved in charity activities in Europe and
the United States. Since the 1950s, scholars such as Howard Bowen, Keith Davis, and Archie
Carroll have been defining CSR as the responsibility of management that needs to integrate
organisational actions with societal values, resulting in conceptual frameworks such as Carroll’s
Pyramid (Economic, Legal, Social, and Philosophical Responsibilities). With the advent of the
1990s and the 2000s, the focus of CSR evolved in the realm of Sustainability/ESG

(Environmental, Social, Governance) Performance, with market players, governments, and

consumers demanding responsible performance as an assurance of market legitimacy.

In India, Corporate Social Responsibility dates back to religious concepts of “daan” or charity
and the ideology of trusteeship under Mahatma Gandhi’s influence, which looked at
industrialists not as absolute owners of wealth but as trustees of societal assets. During the pre-
liberalisation period, corporate philanthropy was practised not just through business or
professional ethics but also through family values and thus had philanthropic expenditures on
schools, temples, hospitals, and charitable activities that were voluntary and unregulated.

However, with the advent of liberalisation in the 1990s and exposure to the global market and
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MNCs, companies in India have gradually shifted from voluntary and unregulated philanthropic

activities to structured corporate social responsibility policies and reporting.

The major paradigm shift was witnessed with the issuance of Voluntary CSR Guidelines by the
Ministry of Corporate Affairs (MCA), known as Voluntary CSR Guidelines in 2009 and
National Voluntary Guidelines on Social, Environmental, and Economic Responsibilities of
Business (NVGs), in 2011. The major shift was reinforced with the issuance of Business
Responsibility Reports for the top listed corporations by SEBI. The major turning point came
with the inclusion of Section 135 in the Companies Act, 2013, as India became the only country
in the world that made it mandatory in the law to report and incur expenses for the purpose of
CSR, shifting the voluntary mechanism of CSR into a quasi-legal mandate for large corporations.

In the case of M.C. Mehta v. Union of India (Oleum Gas Leak), the Supreme Court of India
introduced the concept of ‘absolute liability' in hazardous industries, which held that an industry
engaging in hazardous activities is strictly liable for the damages, regardless of negligence. This
case established the judicial commitment that the profit of the corporate sector should not come

at the cost of the safety of society, thus bringing the corporate culture of India closer to the

responsibility model that CSR is based on?

The Indian Council for Enviro-Legal Action vs. Union of India was a case in which the Court
reinforced the “polluter pays” principle and asked the offending industries to pay the entire cost
for the remediation of the environment. Through the Court's insistence that businesses factor in
the costs related to society and the environment, the Court set the groundwork for the new
regimes that would come into play in the form of CSR expenses for the environment and the

community 3

2. Statutory Framework of CSR- Section 135 & Rules and Regulations:

Section 135 of the Companies Act, 2013*, provides the legal basis of CSR in the Indian context,
and this act is further aided by the Companies (Corporate Social Responsibility Policy) Rules,

2 M.C. Mehta v. Union of India, (1987) 1 S.C.C. 395 (India)
3 Indian Council for Enviro-Legal Action v. Union of India (1996) 3 SCC 212 (India).
4 Companies Act, 2013 § 135 (India).
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2014. The above section applies to all the companies which, at the end of the preceding financial
year, have a net worth of ¥500 crore or more, or turnover of 1000 crore or more, or a net profit
of %5 crore or more. After attaining any of the above criteria, the company has to fulfil all the
CSR requirements.The very first important requirement is that there must be the formation of a
CSR Committee comprising members of the Board, consisting of three or more members, at least
one member of whom must be an independent member, with some relaxations for certain types
of companies, such as private companies and unlisted companies, in certain cases. The CSR
Committee is tasked with formulating and recommending to the Board of a CSR Policy
comprising certain activities to be pursued, along with an Annual Action Plan detailing certain
approved projects, along with their implementation and implementation modalities, along with

fund utilisation, including impact assessment, as and when required.

Section 135(5)°, on the other hand, mandates that for all qualified companies, the Board of the
company must ensure that it spends, for every financial year, at least 2% of the average of the net
profits for the three immediate previous accounting years, for the purposes of being spent on
CSR activities based on its CSR policy. Net profits, for that matter, are computed using section
198, and do not include items such as capital profits and profits gained through the sale of certain
assets. The Board of the company gives priority to local areas where the company has its

operations, based on the underlying policy of community development.

The Schedule V118 of the Act specifies the areas for spending on the CSR activities, which

include the removal of hunger and poverty, spread of education and health, equality for women,
sustainability of the environment, enhancement of rural development, protection of national
heritage, contributions to such funds that are specified, including PM CARES, and support for
research and developments for science, technology, and others. The CSR Rules provide that
exemptions from the caring activities are acts in the due course of business, contributions made

towards political parties, and activities that are for employees alone.

5> Companies Act, 2013 § 135(5) (India).
5 Companies Act, 2013, Schedule VII (India).
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The 2019-2021 amendments to the Act toughened up the compliance system with a provision to
transfer any unspent CSR amount that pertains to on-going projects to a special “Unspent CSR
Account” within 30 days of the end of the financial year in which such amounts were allocated
and to be repaid within three financial years; failing which such amount shall be transferred to a
notified [fund]. For other unspent amounts of CSR, the transfer to the government’s funds was

made mandatory.
3. Corporate Governance and CSR

CSR is directly associated with corporate governance because CSR deals with the way in which
boards of directors monitor the social and environmental effects of the business. Section 135
assigns the chief responsibility for CSR to the CSR Committee and the board of the company,
and CSR activities are included in governance structures and not in other philanthropic activities
outside the business. The role of the CSR Committee in the governing structure consists of
determining the priority areas based on Schedule V117, identifying projects, allocating the budget,
and monitoring. On the other hand, the Board has the responsibility of approving the CSR Policy,
disclosing the contents of the CSR policy within the Board's Report, including the CSR policy on
the company's website, as a method of ensuring that the activities contained within the CSR
policy are actually implemented. It should be noted that the role of the Directors, as provided for
by Section 166 of the Companies Act, 20132, also has implications for CSR.

As required by law, the Directors must act bona fide for furthering the objects of companies for
the advantage of its members as a whole and, in the interests of the company, its employees,
community, and the environment, which tallies with the stakeholders’ outlook of CSR. Failure or
irregularities on a large scale with respect to CSR, reporting, and embezzlement of funds,

therefore, could be labelled as a violation of Section 135, as well as the Directors’

responsibilities by Sections 134° and Section 166 of the Companies Act, 2013.

In reality, CSR is increasingly embodied in the reporting frameworks of corporate governance,

such as Business Responsibility and Sustainability Reports or BRSR, which are required by

" Companies Act, 2013, Schedule VII (India).
8 Companies Act, 2013 § 166 (India)
® Companies Act, 2013 § 134 (India).
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SEBI for the top listed entities. The reporting frameworks necessitate companies to explicitly
describe their environmental and social performance, stakeholder engagement, and CSR
initiatives, so as to measure the quality of governance through the prism of responsibility.
Having an efficient structure of corporate governance related to CSR will increase reputational

capital, reduce risks through regulations, and ensure international ESG standards are met.

In the case of Tata lron & Steel Co. Ltd. v. State of Bihar®, as in subsequent company law-
related cases, the court indicated that corporate powers can be limited by “public interest,”
indicating that corporate directors do not merely owe a duty of making profits for their
shareholders, as this principle of approach gives rise to corporate governance-related CSR
obligations.

Most recently, in an environmental case with strong CSR implications (the Great Indian Bustard
case), the Supreme Court Bench stated that CSR Reporting should be considered charity, but
CSR itself encompasses the corporation’s fiduciary and constitutional obligations, especially
with respect to the environmental and endangered species impacted by corporate operations. The
Court clearly associated the CSR with environmental sustainability and balance, as required by

Schedule VII, with corporate governance.
4. Regulation, enforcement, and sanctions:

In India, the regulation of CSR initiatives falls mainly under the purview of the Ministry of
Corporate Affairs (MCA), the Registrar of Companies (ROC), and judicial tribunals such as the
National Company Law Tribunal (NCLT). Banks and companies are mandated to report CSR
expenses, the explanation of unspent amounts, the CSR Committee constitution, and information
related to projects to the Board Report, which is submitted to the ROC. The MCA has
established the National CSR Data Portal, which compiles information related to CSR and

increases the transparency associated with corporate operations.

Initially, Section 135! was based on the soft law model, which stated that if the company did not

spend the required amount of 2%, the board had to disclose the reasons for it in its report,

without actually penalising them for not spending the amount. The Companies (Amendment) Act,

10 Tata Iron & Steel Co. v. State of Bihar, 1958 AIR 452 (India).
11 Companies Act, 2013 § 135 (India)
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2019, and other changes announced in 2020-2021 introduced stricter measures by mixing the
penalty with spending obligations for lapses on account of unspent amounts, as well as for not

transferring it to the specified funds.

However, under the new paradigm, non-compliance with CSR rules can trigger fines for the
violating company and defaulting executives, after a certain financial threshold, and even the
potential for jail terms, but later reviewed after stakeholder backlash. Finally, the Rules now also
enable impact assessments in the case of big CSR outlays by the company, thereby marrying
expenditure with scrutiny and potentially calling into question the lack of substance in a CSR

effort by the company.

Besides this statutory mechanism, soft regulation is also done in terms of MCA general circulars,
FAQs, and clarifications that give meaning to what constitutes CSR (for example, COVID-19
relief, R&D in vaccines, and one-off donations). The third party, such as media and civil
societies, also has an indirect regulatory role in this context in terms of their role in monitoring
corporate actions and highlighting improper use of CSR funds. Therefore, in this scenario, the

regulatory mechanism has all three elements mentioned above.

5. Judicial and Policy Approaches to CSR:

There has been little direct litigative history under Section 135'? itself, although the judicial

system has always maintained the role of corporations in taking into account social and
environmental concerns, forming the basis of the constitutional paradigm underlying CSR. While
environmental and labour matters, the Supreme Court has relied upon the principles of
sustainable development, polluter pays, and corporate accountability, making it clear that the
pursuit of profit cannot be at the expense of rights to resources. Such judicial precedent enhances
the legal framework for obligatory CSR, which recognises the duties owed to the public domain.

The MCA Guidelines, as well as the reports published by the expert committees, have often
defined CSR as a tool for inclusive development. They may assist or supplement the government

welfare programs, but they shall not replace them. The introduction of mandatory CSR, instead

12 Companies Act, 2013 § 135 (India)
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of the voluntary guidelines set by Section 135, provided that large businesses like theirs exploit
the resources of India, hence the responsibility to assist in their development, like reducing

poverty, providing education, health, or a clean environment.

However, there is an ongoing policy debate about the efficacy of mandatory CSR initiatives. The
empirical literature analysing the experience of India's CSR experience observes that, although
spending levels are up and disclosure levels are better, some companies treat CSR spending as a
cost of compliance or an exercise in brand-building rather than an attempt to bring about genuine
social impact. So, enhancing quality, partnerships with implementation partners, impact
measurement, or aligning corporate initiatives with Sustainable Development Goals (SDGS)
becomes the focus of policy discourse.

In the cases of M.C. Mehta vs Union of India and others'®, also known as Ganga pollution cases,
the Supreme Court held that the ‘right to pollution-free environment' is part and parcel of Article
21 and also imposed high costs on polluting industries numerous times and made it conditional
for them to continue their business activities. This clarifies that business activities of
corporations must not affect fundamental rights, and this forms the basis for compulsory CSR
activities in the community and environment sector by corporate groups on the grounds given by

policy-makers.

In the case of Indian Council for Enviro-Legal Action vs. Union of India, the Court asserted that
the burden for restoration of damage rests with the guilty industry, under the principle of polluter
pays, ordering the establishment of a body that would calculate the damage and the amount of

compensation. In fact, this decision has been extensively cited as the precedent for Business

Responsibility for the Environment. It is already included in Schedule V1I*° as a CSR activity.

In the current Great Indian Bustard case, the Supreme Court clearly stated that environmental
responsibility should be a part of Corporate Social Responsibility and that the CSR fund can also
be used for conservation when companies' operations affect sensitive ecosystems. The Court

defined CSR as a way of fulfilling not only legal but also constitutional obligations on your

13 M.C. Mehta v. Union of India, (1988) 1 S.C.C. 471 (India); (1987) 4 S.C.C. 463 (India).
14 India Const. art. 21 (protecting life and personal liberty).
15 Companies Act, 2013, Schedule VII (India).
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behalf.

6. CSR, Fundamental Rights and socio-economic policy :

The CSR in India does not function in a vacuum or independent of the Constitution, but is related
in a large way to the Fundamental Rights and the Directive Principles of the Constitution.
Several fields such as health, education, sustainability of the environment, rural development,
and the upliftment of the underprivileged segments of society, which find mention in Schedule
VII, correspond, inter alia, to Articles 38, 39, 41, 42, 43, and 48A of the Constitution®®, urging
the state to provide social and economic justice, the right to work and education, the right to
equal justice, and the preservation of the environment. However, the Supreme Court has

stretched the provision of Article 217 to cover the rights to live with dignity, the right to health,

the right to education, as well as the right to a healthy environment. Therefore, corporate
operations either promote or impact the latter rights negatively, for example, when industrial
pollution affects the latter, while properly conceptualised corporate social responsibility projects
on health, education, and job creation have a positive impact on realising the aforementioned
rights.

Here, corporate social responsibility is a non-governmental approach to realising constitutional
rights. From the socio-economic policy formulation standpoint, the obligatory element of CSR
can be seen as an effort to utilise the powers of the corporate sector for public purposes without
resorting to taxation. While the detractors regard it as tendentiously encroaching on the divide
between State obligations and obligations of the citizen through the back door of funding such

activities through hypothecated taxation, its supporters see fairness in such sectors benefiting

India Const. art. 38 (Directive Principles: State to secure social order).
India Const. art. 39 (Certain principles of policy to be followed by State).
India Const. art. 41 (Right to work, education, public assistance).

India Const. art. 42 (Provision for just and humane work conditions).
India Const. art. 43 (Living wage for workers).

India Const. art. 48A (Protection of environment, forests, wildlife).

17 India Const. art. 21 (right to life and personal liberty).
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from liberalisation and national resource endowments sharing the loads of inclusive growth
through such activities. The constitutional divide here lies between liberty of trade and property
on one hand and socio-economic justice on the other. “In the ultimate analysis, the essence of
CSR may be seen to form part of the overall constitutional fabric where the state, the market, and

civil society engage in the quest for achieving justice, liberty, equality, and brotherhood.”

When seen in the light of the Fundamental Rights and the Directive Principles of State Policy,
the role of CSR could actually work as a means to convert the power of the corporation into a
tool that could remove inequality and achieve sustainable development; when seen as the mere
formality of the compliance process, it might turn out to be virtually meaningless and
inconsequential to the overall sociolegal setup.

In the case of Rural Litigation and Entitlement Kendra V. State of U.P*8. (Dehradun Quarrying
Case), it was held in the Supreme Court of India that “a pollution-free environment is an
essential part of ‘Right to Life’.” It was ordered to discontinue those quarrying units which were
causing harm to the environment. The case laid down the principle that development works

cannot affect the ‘Right to Life’ of people in this context.

In subsequent jurisprudence in Article 21 cases (for example, in the cases of Maneka Gandhi vs.
Union of India and subsequently cases in health and education), Indian courts conferred upon
“life” a meaning that is “a life with dignity,” which involves health, livelihood, and a clean
environment—a field in which corporate spending in CSR is encouraged.
More recent examples of Article 21-based cases involving the environment include Noble M.

Paikada v. Union of India'®, where the court nullified any watering down of environment

regulations by declaring that any exemption from appropriate clearance of projects amounts to an
infringement of the right to a pollution-free environment. These cases lend strength to the
contention that, by supporting health, education, and environment projects through corporate
social responsibility expenditure, corporations help secure fundamental rights; however, any

damage.

INTRODUCTION

18 Rural Litigation & Entitlement Kendra v. State of U.P., 1985 AIR 652 (India)
19 Noble M. Paikada v. Union of India, 2024 INSC 241 (India).
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Corporate Social Responsibility, as called out under Section 135 of the Companies Act, 2013,
has become a requirement for Indian companies where the companies are supposed to spend a
maximum of 2% of their average net profits on such activities. This entire 2000-word document
will have proper substance for each of the six topics, which will be inferred based on trends
related to the NIFTY 50 companies, such as Reliance and TCS, for the FY periods between
2020-2024.

1. Financial Profile

CSR-compliant companies, also termed CSR-ceasing companies, are the ones that exceed the
Section 135 criterion: net worth of X500 crore, turnover of X1,000 crore, and net profit of %5
crore, any of which has been met in the preceding three years. The sampling method targets
NIFTY 50/top 100 listed companies, contributing to 70% of India’s CSR expenditure of over
%25,000 crores every year.

Descriptive analysis: Average net profits of surveyed companies increased from 35,000 crore to
52,000 crore, allocating budgets of 700-1,000 crore to CSR, which was actually spent at 95-
105% with any deficit converted to a separate account (e.g., Reliance, spending 1,050 crore out

of 1,440 crore allocated to CSR for FY23).

company Avg net profit(rs | CSR Actual %Utilized
1cr FY 22-24) | Budget(2%) spend(rscr)

Reliance 72,000 1,440 1,050 73%

TCS 42,000 840 950 113%

HDFC Bank 38,000 760 820 108%

ITC 18,000 360 420 117%

According to trends, the post-COVID recovery helped boost spending by 15% last year.
However, the oil/mining industry faced challenges due to market volatility, while the
IT/pharmaceutical sector not only met targets
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2. CSR Expenditure Behaviour

Expenditures also undergo Schedule VII appraisal, focusing on sustainable development.
According to data from the National CSR Portal (FY23), the major expenditure in the education
sector accounts for 35% (8,700 crores), health 25% (36,200 crores), environment 15% (33,700

crores), and rural development 10%
Breakdown according to the company's business:

IT companies focus on education/digital skills (TCS: 40% for skilling), FMCG on

rural/sanitation (ITC: 30% rural).
Geographic imbalance:
60% rural (20% for UP/Bihar, since it has the highest population density),

40% urban (Maharashtra: 25%, since their HQs are:

Industry % of total | Notable Examples Rural %
spend

Education 35% Schools,vocational training 55%

Health 25% Hospital,vaccinations 65%

Environment 15% Afforestation, Water management 70%

Rural Dev 10% Infrastructure, livelihoods 90%

Patterns reveal "proximity bias"— "60% of spending occurs within 100 km of current operations”

that can increase observation but trigger equity issues regarding distant regions.
3. CSR and Profitability

Trend analysis amongst the 15 NIFTY companies from FY19-24 indicates that there's a
moderate positive correlation between CSR expenditure and profitability, with a correlation
coefficient of 0.42. High-CSR companies like ITC (spend of 3%, ROE of 28%) had an average
ROA of 12%, with ROE of 22%, while the lowest spenders, ONGC, with 1.8%,
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Literature Split:

S. Porter's "sharing value™ hypothesis suggests that CSR creates value through innovation or
optimal results (+2-5% margin by efficiency); agency theory cautions on "agency costs" due to
asset management that may lead to a 1% temporary profit loss. Evidence from the Indian

experience:

After the implementation of the BRSR, high expenditure companies have recorded a ROE that is

10% higher duean operational resilience

Predicator High CSR(>2.5%) | Low CSR(<2%) Trend(YoY)

Return of Asset 12% 8% +1.2%

ROE 22% 15% +2.5%

Net Margin 18% 14% Stable

Neutral effects are more prominent in the short term, and positive effects start to appear in
volatile markets through risk management.

4. CSR and Firm Value

While researchers have paid attention to the impact of corporate social responsibility on the

Market view links CSR with intangible value: High subsequent spending is associated with stock
price gains of 5-8% (e.g., Tata companies with ESG disclosure). Examination of 10 instances

(FY22-24 news events) indicates a 3% excess return for exceeds vs. a -1% deficit.

Key Indicators: Market caps of high CSR companies were up by 15% YoY, whereas that of low
CSR companies was up by 9%; P/E ratios were higher by 10% due to ESG investors (FII

infusion of X2 lakh crores is attributed to BRSR compliance

Conceptual Links: Reputation management decreases the possibility of litigation (decreases fines
by 20%); building brand loyalty increases revenue (HUL: CSR is linked to 12% growth in sales);
Long-term value creation, using Stakeholder Theory—employees/customers prefer the ethical

company, and the company witnesses a reduction
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Metric High CSR Firms Low CSR Firms

Share Price Growth +15% YoY +9%YoY

Market Cap Growth +18% +10%

P/E Ratio Avg 28X 22X

It serves as a signal of stability, which improves Tobin's Q ratio by 0
5. Quality of CSR Reporting

SEBI's BRSR (made compulsory in the top 1,000 companies in FY'23) improved disclosures:
70% of companies currently disclose their outcomes (such as "beneficiaries affected™) compared
to 40% in 2021 (expenditure only). Study of 20 disclosure reports: Leaders like HUL, Infosys,
use metrics (such as "10 lakh students skilled™) and "minimalists

Comparisons:

Beyond-minimum firms have scored an average of 85/100 regarding conformity with GRI
guidelines, which involves third-party audits, while compliers average 60/100, which may lead

to greenwashing charges with fines ranging from X1-10 crores.

Reporting Type %Firms Key Features Transparency Score

Advanced(BRSR+) 30% KPIs,audits,impact 85/100

metrics

Basic(Spend-only) 40% Lists, no outcomes 60/100

Exemplary 30% SDG-linked 95/100

Better reporting is associated with a 12% increase in investor trust scores 2 6. Tax, Cost, and

6.TAX, Cost,and Strategy
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In CSR treatment: P&L treatment as an expense, not allowable under s 37(1) for business
purpose, but allowable under 80G for donations under 50% deduction. Not directly tax effective,
but indirectly through brand value — reducing marketing outlays by 10-15%, and stakeholder
relations, reducing regulatory oversight. Budgeting: “Investment” allocation is done by 60%
firms as “strategic buckets,” with 40% going into “ongoing projects”; this translates to a cost at
0.5 to 1% EBITDA, which is recovered at 2 to 3 times ROI on efficiencies (for example, Re.. 50

crore for Reliance's "Water CSR"). Strategic perspectives: Philanthropy

Aspect Treatment Impact

Tax No u/s 37; 80G eligible Indirect(reputation tax shield)

Cost Planning 2% profit ring-fenced 0.5%EBITA burden

Strategy Expense(40%) vs Invest(60%) +5% Long-term margins

Reforms recommended: Outcome-based incentives for moving from compliance to value

creation.
Case studies of selected companies
Tata Group / Tata Motors Ltd

Legal compliance and CSR intensityStudies show that Tata companies have been among the
highest CSR spenders in India, often exceeding the mandatory 2% requirement under Section
135.

A case study of Tata Steel found that actual CSR expenditure ranged between about 111% and

382% of the legally required amount in certain years, indicating a tradition of going beyond the

minimum statutory mandate.

Tata Motors” CSR reports state that CSR projects are aligned with Schedule VII (education,
health, environment, rural development) and that the Board-level CSR Committee oversees

policy, budgets and impact, demonstrating formal compliance with Section 135 and CSR Rules.

Profitability and CSR:
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Empirical work on Tata companies suggests CSR expenditure has grown with profitability and
scale, but is treated as a long-term investment in reputation, employee morale and community

goodwill rather than a purely discretionary cost.

Even in years of pressure on margins, Tata companies have generally maintained CSR intensity,

supporting the view that CSR is integrated into corporate strategy and governance.

Best practices and gaps

Best practices include multi-year programmes in health (e.g. cancer care), education
(scholarships, schools) and environment (afforestation, water conservation) backed by

professional foundations and detailed impact reporting.

However, some studies point out that evaluation methods are still uneven across group
companies and that outcome measurement focuses more on outputs (number of beneficiaries)

than on bigger changes in inequality or ecological indicators.
Infosys Ltd / Infosys Foundation
Legal compliance and CSR intensity

Infosys falls well above Section 135 thresholds and has consistently spent at or above the 2%

CSR requirement through the Infosys Foundation.

Its CSR policy and disclosures indicate clear alignment with Schedule VII, focusing on
education, healthcare, rural development, environmental sustainability and destitute care, with

Board-level oversight and a separate CSR Committee.

Profitability and CSRA:

A highly profitable IT company, Infosys, has been able to maintain substantial CSR budgets;

studies highlight that CSR spending has grown over time with the company’s financial

performance.

Infosys positions CSR as part of its brand identity and global ESG profile, suggesting that
management views CSR as contributing to intangible assets such as reputation, client trust and
talent attraction.
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Best practices and gaps:

Best practices include long-term engagement in education (scholarships, school infrastructure,
digital learning), public health (hospitals, health camps) and environmental projects
(afforestation, water conservation), often implemented through credible partners and

accompanied by independent impact.
HDFC Bank (Parivartan)
Legality and CSR spending:

HDFC Bank is consistently one of the leading spenders on CSR activities, and in FY 2023-24,
the bank spent 3945.31 crore on its CSR brand ‘Parivartan’, meeting and exceeding the

minimum requirement of 2%.

The bank’s CSR reports indicate strong governance, focusing on CSR through the CSR
Committee of its Board and categorically allotting areas of CSR activities—rural development,
education, health, and financial literacy, and environmental activities as specified in Section 135
and CSR Rules.

Profitability and CSR:

The bank, as one of the leading profitable and foremost privatised banks, recognises CSR as an

adjunct for risk management and balanced growth strategies, and its increase aligns with its net

growth in balance sheet size, focusing on CSR for the significant beneficiaries of its

operations—rural communities and women entrepreneurs.

Reports on sustainability activities highlight complementarities between the bank’s business and
CSR activities—boosting ‘financial literacy, credit absorption, and long-term relationship-
building for customers’, apparently establishing the positive nexus between CSR and business

growth for HDFC Bank.

Gaps and Best Practices:

Best practices for HDFC Bank on Parivartan CSR activities are multi-state schemes for ‘rural

livelihood’, ‘women entrepreneurship’, ‘financial and literacy’, ‘health camps’, ‘sanitation units’,
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and massive ‘environmental activities involving mass planting, energy solutions for clean energy

platforms’.

The bank’s ‘Impact Reports on CSR activities enumerate the bank’s outputs—reaching ‘over 10
lakhs households’, ‘8,590+ villages touched’, ’51,050+ solar lights’, 13,340+ biomass stoves’,
‘and 38+ lakhs trees planted’, still showing limited application of ‘outcome measures like

poverty alleviation and climate change resilience construction for evaluative assessment’.

Stakeholder impact and social outcomes

Communities and vulnerable groupsTata Group’s health and education projects (cancer support,
scholarships, and technical training) have enhanced the reach of healthcare and educational
resources in the deprived sections of society, which the government by itself finds difficult to

address.

Infosys Foundation’s efforts in improving school infrastructure, endowing libraries, and
developing medical and rural healthcare facilities, based on impact evaluation, measure high

beneficiary satisfaction and improvement in the educational environment and healthcare delivery.

HDFC’s Parivartan focuses on the rural, woman, farmer, and micro-entrepreneur segments;
impact reports indicate enhanced incomes in livelihood programs, reduction in 1AQ through
clean energy technologies, and greater access to sanitation and healthcare camps.

Environment and sustainability:

Tata Group and HDFC Group, through tree planting, water harvesting, and clean energy

initiatives, address carbon sequestration, groundwater replenishment, and biodiversity, which fall

in Schedule VII categories of environment heads.

Infosys focuses on reducing carbon emissions and improving tree cover and water conservation

efforts, aligning CSR efforts with ESG factors of energy efficiency and reduction of emissions.

Moving beyond the minimum vs the box ticker:

Three of these firms make it clear that scale and CSR, foundations, and impact evaluation occur

beyond mere compliance with the modal requirement.
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However, most other, perhaps less visible, firms confine CSR efforts to short-term donations and
miscellaneous activities around their plants, which indicate a disparity in best practices and a

long tail of similar entities that merely tick the CSR checkbox.

Analysis of critigue, reforms, and changes: Whether mandatory CSR should continue

Arguments in support of mandatory CSR:

The Indian experiment with mandatory CSR has helped increase corporate social spending,

including making reference to social and environmental causes on company boards.

Case studies on Tata, Infosys, and HDFC demonstrate that large corporates could use their CSR
to support constitutional values on health, education, livelihood, and the environment, which will
supplement State policies in support of Directive Principles and Article 21 Rights.

Concerns regarding critique :

Opponents say that mandatory CSR is more of an earmarked tax, which leads to confusionabout
what is expected from the State and what is expected from charitable business practices,

including weakening government commitment to welfare spending.

Empirical research shows an imbalance in performance, where reputable corporates have well-
structured social spending, while the rest associate it with a cost, make a single contribution, or

report contributions without impact analysis, indicating inefficiency in spending.

Suggestions regarding changes in policies:

Strengthen impact-driven policies :

The law is currently more keen on spending (2% transfer to funds) than impact; changes to

impact frameworks on high spending will make a difference in social transformation, as opposed

to spending.

Regulators could make social auditing or impact statements, a practice currently followed by
Infosys and HDFC, a regular practice, which will be integrated with the National Data Portal on
CSR.

Make it transparent, comparable:
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Introducing standard templates for social spending reports, including per beneficiary spending,
location, and long-term criteria, will be helpful for comparison among firms, which will help

investors evaluate which corporate social spending models perform best.

SEBI must further integrate social spending reports among listed firms, which will help social

spending not be separated from other sustainability risk aspects.

Make clear which practices to allow, without which as substitutes for spending:

Opinions should be clear on spending that may be considered a supplement to what is expected
from the company, without which the spending will remain wastage.

Recommendations include omitting spending on practices which comprise the company’s

spending without adding any social value, which will increase social value from spending.

Schedule VII may be modified every now and then, including social spending on new areas,

which will emanate from social spending case studies.

Develop a social spending collective platform:

Regulators must develop a platform where multiple firms contribute to social spending on
particular aspects, which will be effective on a small scale, including small firms without social

spending capacity.

The government may develop a social spending coordination platform, which will map social

spending without control, while developing partnerships on social spending, which will

supplement government spending without replacing it.
Conclusion:

The path-breaking legally binding CSR agenda in Section 135 of the Companies Act, 2013,
requiring only companies above 3500 crore net worth, I1000 crore turnover, and I5 crore net
profit to spend at least, has triggered over 325,000 crores a year cumulatively on CSR spends by
NIFTY 50 giants like Reliance Group (1,050 crore actual vs. X1,440 budgeted in FY23, at a
brisk 73% outlay), Tata Group (111-382% above requirement through healthcare/edu. initiatives),
Infosys Foundation (through skilling, sustainability), and others, giving prime preference to
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Schedule VII activities—Education (35%, 8,700 crores, vocational training), Healthcare (25%,
%6,200 crores, immunization and hospitals), Superannuation of Natural Resource (15%, %3,700
crores, plantation, and water conservation), and Rural Development (10%)—even as there has
been a 15% outlay surge due to COVID, validated by robust profitability performance ratios
(0.42 Pearson r-value), outperforming others on Return on Equities (22% vs. 15%, Return on
Assets (12% vs. 8%, Net Margins (18% vs. 14%, and Market Price Appreciation (15% YoY vs.
9%, along with Market Cap Growth of +18% vs. +10% and Price/Earnings multiple of 28x vs.
22x on improved BRSR compliance (70% result reporting level, up from 40% in 2022), SEBI
requirement of Top Remaining 1000 companies, and Board-level and Section 166 director
accountability mandates. CSR, informed by Supreme Court judicial pronouncements on Indian
judicial stare decisions, ranging from M.C. Mehta vs. Union of India (Oleum Gas, Absolute
Liabilities), to the Indian Council for Env. Legal Action vs. Union of India (Polluter must Pay),
and others, culminating in Great Indian Bustard (Constitutional role of CSR in protecting Indian
Wildlife), is prolonging Gandhian CSR as trustees of Indian People through directives on Justice,
Work, and Environment (Articles 38-48A), and going past self-regulated NVGs of CSR spend
defaults (2009-2011), on to strict compliance with National CSR Transfers, failing which there is
a heavy price to be paid through fines, imprisonment, and taxes (50% u/s 80G, but not a percent

deductible u/s 37(1)). While there has been an impressive ROI improvement on Reputation (2x,

waning litigation costs, rising Sales HUL), existing concerns include deception on green

reporting (basic 60/100, upgraded on GRI-Sustainability Disclosure), proximity bias (60% of
CSR spent within 100K of operational reach), varying quality (outputs rather Than Outcomes, eg.
debilitating poverty), Hypothetical Social Security levied through CSR, and costs of CSR (0.5-
1% on EBITDA, operational costs on CSR), apart from Box-ticking by opportunistic S/CS
entities (60% categorized, as 'investment return of 2-3x, Forward reforms are the need of the
hour: Third-party impact audits/SDG templates (beneficiary spends, long-term objectives),
Schedule VII expansion (climate resilience, tech R&D), Collective platforms for SMEs,
Outcome-based payout over spends, Integration of BRSR & SEBI with investor trust (plus 12%),
and Clear policy with no business as usual/employee-centric activities, moving CSR from a

quasi-legal requirement to a shared value space where the corporation utilizes their size for
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sustainable growth that retains the Directive Principles without replacing them, solidifying

India’s position among the forefront of the international ESG order.
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