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LESSON 1 - CORPORATE SOCIAL RESPONSIBILTY

Economic growth relies on the consumption of natural and societal resources, tmpacting the
economy, environment, and socie’cg. Corporate Soctal Respowsibiutg (CSR) ensures bustinesses
act eth'waLLg by addressing the effects of their operations on stakeholders, tncluding customers,
employees, and communities. It promotes sustainable practices to generate economic,
environmental, and social benefits. CSR integrates ethical governance ano business ethics,
aligning with societal expectations and international norms. Organizations adopt CSR to
balance thelr profit motives with social welfare. As winstow Churchill stated, "with great power
comes great responsibility,” making CSR essential for long-term business sustainability.
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Corporate Soctal Corporate soctal respowsubz,utg s baswaLLg a new bustness
Responsibility is an strategy to reduce investiment risks and maximise
i,m‘Poytay\,t business profits by taking all the key stake- holders tnto confidence. The

proponents of this perspective often include
corporate social responsibility in their advertising and social
marketing tnitiatives. It is a tool to tnerease the
reputation of the company in the eyes of society.

strategy because, to some

extent a consumer wants
to buy products from
companies he trusts, a
supplier wants to form

business partnership with

companies he
can rely on, an employee
want to work for a company
he respects, other concerns
want to establish business

The triple bottom line is a sustainability
framework focusing on three key aspects:
ecomomice, soctal, and environmental
performance. tt emphasizes that
businesses should measure suceess not
Just by profits but also by their positive

contacts with companies
seeRing feastble solutions

and tnnovations tn areas of o Liupact ow people and the planet. This
COVMLIMLON CONCEN . \/ approach encourages long-term value
\ ) creation while addressing global

challenges Like inequality and
environmental degradation. By
balancing these three dimensions,
organizations contribute to sustainable
development and ethical responsibility.
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Significance of CSR to sustainability of business:
The CSR is important to the corporate to sustain in the environment and thus has the following significance:

(i) Reduction in operative cost: corporate social responsibility helps companies in reduction in operating
cost, this may include recycling, water conservation, energy efficiency etc..

(i)  Increased Sales and Customer Loyalty: The customers also recognize those companies which are
socially responsible. This results in increased sales and content customers.

(i)  Higher productivity and Quality: Company as an essential of its triple bottom line, focuses on improving
the working conditions of it employees, people in its suppy/distribution chain, which helps in increased
productivity with better quality

(iv) Access to Capital: The companies with strong CSR have increased access to capital that might not
otherwise have been available. Even the lending institutions are cautious and are considering this as
an important parameter of granting loans.

(v) Boost in Brand Image and Reputation: CSR is an essential brand building tool used by companies to
enhance its reputation amongst the stakeholders.
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CSR IN THE PRE- MANDATED PERIOD

The tradition of ‘giving’ has been deeply entrenched in the culture of ndia for
commuwﬁtg, religious and spiritual causes.

The concept daana (giving), karma (fate) and seva (service) in Hinduism;
zakat (almsgiving) and sadagat (voluntary offerings) in tslam; ano
of bhiksha (food given as alms) in Buddhism emphasize giving.
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Developments On Corporate Social Responsibility in India
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> > g provisions of CSR
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The 21st Report of the Parliamentary Standing
Committee on Finance is one of the prime movers for
bringing the CSR provisions within the statute.

what is the Concept of Corporate Social RespowsibiLitg (csr)?

Corporate Social RespowsibiLitg (CsR) refers to businesses adopting responsible behavior towards socie’cg
and the environment. nitially limited to charitable acts, CSR has evolved into welfare programs and
strategies that align business interests with community well-being. By acting ethically, environmentally,
and socially responsibly, companies not only enwhance their long-term sustainability but also contribute
positively to society. CSR involves taking accountability for the societal and environmental impact of
business activities, integrating these considerations tnto policies and operations. It serves as both a
responsibility and a strategic opportunity to gain stakeholders' goodwill while promoting sustainable
development.
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Principle 1:
Businesses should conduct and
govern themselves with integrity
and in a manner that is ethical,
transparent and accountable.

Principle 4:
Businesses should respect the
interests of and be responsive to
all its stakeholders.
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Principle 7:
Businesses, when engaging in
influencing public and regulatory
policy, should do so in @ manner
that is responsible and
transparent.
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Principle 2:
Businesses should provide goods
and services in a manner that is

Principle 3:
Businesses should respect and
promote the well-being of all
employees, including those in

sustaincbie‘and safe. their value chains.
7
Principle 5: Principle 6:
Businesses should respect and Businesses should respect and
promote human rights. make efforts to protect and
restore the environment.
VAU
i Principle 8 Principle 9:
- Blusc.nesses s:\: ud dpron‘.vf?;' Businesses should engage with
e uswedg:vo;nl/op;r;n :qu' SO and provide value to their

consumers in a responsible
manner.

C3R IN InDiAN Lesistation

The Corporate Social Responsibility concept in ndia is governed by Section 135
of the Companies Act,201=2 (‘Act’), Schedule Vil of the Act and Companies (CSR
PoLicg) Rules, 2014 wherein the criteria has beew provided for assessing the CsSrR
eligibility of a company, mplementation and Reporting of their CSR Policies.
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CSR provisions applicable to companies which fulfill any of the following criteria during the immediately
preceding financial year:

(i) Net worth of Rs. 500 crore or more; or
(i) Turnover of Rs. 1000 crore or more; or
(iii)  Net profit of Rs. 5 crore or more.

Every such company is required to constitute a CSR committee of the Board.

According to Section 135(2) of the Act, the Board’s report under Section 124 (2) shall disclose the
composition of the Corporate Social Responsibility Committee.

what does Section 135(3) of the Companies Act state about the CSR Committee?

Section 135(3) specifies the duties of the Corporate Social Rcspows’ubuitg (csSR) Committee as:

(a) Formulating and recommending a CSR Policy to the Board, outlining activities as per Schedule V.
(b) Recommending the expenditure to be incurred on these activities.

(c) Mownitoring the implementation of the CSR. PoLicg perﬂodicaLLg.

what does Section 135(4) of the Companies Act state about the Board's role in CSR?

Section 135(4) states that the Board of a cOMPANY must:

(a) Approve the CSR Policy after considering the CSR Committee's recommendations, disclose the policy
n its report, and publish it on the compa ny's webstte, if avatilable.

(b) Bnsure that the company undertakes the activities outlined tn its CSR PoLiog.

what does Section 135(5) of the Companies Act state about CSR spending?
Section 125(5) mandates that the Board ensures the company spends at least 2% of its average net profits from the

Last three financial years (or preceding years if the company is less thaw three years old) on activities specified in
its CSR Policy during each financial year.
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Provided also that if the company spends an amount in excess of the requirements provided under
this sub- section, such company may set off such excess amount against the requirement to spend
under this sub-section for such number of succeeding financial years and in such manner, as may
be prescribed.

a )

what does Section 135(6) of the Companies Act state about unspent CSR funds?

Section 135(6) states that any unspent CSR amount from an ongoing project must be transferred to a special
account called the Unspent Corporate Social Responsibility Account within 20 days from the end of the
financial year. The company must utilize this amount within three financial years for CSR obligations. f not
utilized, it must be transferred to a Fund specified in Schedule Vit within 20 days after the third financial year.

o 7

what does Section 135(F) of the Companies Act state about penalties for CSR non-compliance?

Section 135(F) specifies that if a compa ny fails to comply with the provisions of Section 135(5) or 135(6):

- The company is liable to a penalty of either twice the untransferred amount or XL crore, whichever is Less.

- Bach defaulting officer is liable to a penalty of either one-tenth of the untransferred amount or X2 Lakh, whichever
is less.

According to Section 135(8), the Central Government may give such general or special dirvections
to a company or class of companies as it considers necessary to ensure compliance of provisions
of this section and such company or class of companies shall comply with such directions.

Section 135(9) states that where the amount to be spent by a company under section 135(5) does not exceed
fifty lakh rupees, the requirement under section 135 (1) for constitution of the Corporate Social Responsibility
Committee shall wot be applicable and the functions of such Committee provided under this section shall, in
such cases, be discharged by the Board of Directors of such company.

Whether a holding or subsidiary of a company fulfilling the criteria under section 135(1) has to comply
with the provisions of section 135, even if the holding or subsidiary itself does not fulfil the criteria?

No, the compliance with CSR requirements Is specific to each company. A holding or subsidiary of a company
is not required to comply with the CSR provisions unless the holding or subsidiary itself fulfils the eligibility
criteria prescribed under section 135(1) stated above.

Example: Company A is covered under the criteria mentioned in section 135(1). Company B is holding company
of company A. If Company B by itself does not satisfy any of the criteria mentioned in section 135(1), Company
B is not required to comply with the provisions of section 135.

o~
(t may be noted that CSR Rules requires
compliance of CSR provisions by holding anad
subsidiarg companies, as well as bg foretgn
companies having branches or project offices in
wdia, which fulfill the criteria specified under
section 135(1) of the Act.
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CSK. (OMMITTEE.

Rule 5(1) of the Companies (Corporate Social RespowsibiLLtH PoLch)
Rules, 2014 provides that the companies mentioned in the rule = shall
constitute CSR Committee as under:

) a company covered under subsection (1) of section 135 which is not
required to appoint an independent director pursuant to sub-section (4) of
section 149 of the Act, shall have its CSR Committee without such
director;

(it) a private company having only two directors own its Board shall
constitute its CSR Committee with two such directors;

(Lil) with respect to a foreign company covered under these rules, the CsSR
Committee shall comprise of at Least two persons of which one person shall
be as specified under clause (d) of sub-section (1) of section 20 of the Act
and another persown shall be nominated by the foreign company.
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What is the composition of the CSR Committee?

The composition of the CSR Committee for various categories of companies is as under:

o Listed companies - Three or more directors, out of which at least one sholl be an independent
director.

e Unlisted public companies - Three or more directors, out of which ot least one shaoll be on
independent director. However, if there is no requirement of having an independent director in the
company, two or more directors.

e Private companies - Two or more directors. No independent directors are required os mentioned in
the proviso under section 135(1).

e Foreign company - At least two persons out of which: (a) one shall be as specified under clause
(d) of subsection (1) of section 380 of the Act, and (b) another shall be nominated by the foreign
company.

Where the amount required to be spent by a company on CSR does not exceed fifty lakh rupees, the
requirement for constitution of the CSR Committee is not mandatory and the functions of the CSR Committee,
\ln such coses, sholl be discharged by the Board of Directors of the company.

\ s
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C3R ExPENDITURE

what does Rule F of the 00mpawies (Corporate social RespowsiloLLLtg PDLLGH) Rules, 2014 state?

Rule 7 specifies that the board must ensure that adwinistrative overheads do not exceed 5% of the total SR
expenditure for the financial year. Additionally, any surplus generated from CSR activities should not be
tncluded in the compa ny'’s business profits. nstead, it must either be reinvested tnto the same project,
transferved to the Unspent CSR Account for use according to the CSR policy and annual action plaw, or
transferred to a Fund Listed in Schedule VIt within six months of the end of the financial year.

S

The CSR amount may be spent by a company for creation or acquisition of a capital asset, which shall be held by:
(a) a company established under section € of the Act, or a Registered Public Trust or Registered Society,

having charitable ob\jcats and CSR Registration Number under sub-rule (2) of rule 4; or

(b) beneficiaries of the said CSR project, in the form of self-help groups, collectives, entities; or

(¢) a public authority.

Any capital asset created before the Companies (CSR Policy) Amendment Rules, 2021 must comply with the rule
within 180 days of its commencement, extendable by wp to 90 days with Board approval for valid reasons.

CSR Reporting - Rule € of the Companies (CSR Policy) Rules, 2014:

The Board’s Report must include an annual CSR report as per Annexure [ or ll. For foreign
companies, the balance sheet must also contain this report. Companies with a CSR obligation of
10 crove or more in the last three Years must conduct an impact assessment of CSR projects with
budgets of X1 crore or more, completed at Least one Year before the assessiment. The impact
assessment report must be presented to the Board and tncluded in the CSR annual report. The
expenditure for Limpact assessment can be up to 2% of total CSR expenditure or X50 Lakh,
whichever is higher.
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C4R: AN INTERNATIONAL PECT

The Corporate Social RxspowsibiLLtg s not only extended to twdia but it has a worldwide accepted
cowoep’c.

There are other countries that also follow the concept of Corporate Social Responsibility in their
country tn thelr own wa Y- The international perspective to Corporate Social stpowsLbLLL’cg to other
countries like Stngapore, Mala 55101, South Africa and UK that practices CSR are discussed
herewnder.

n the international level many countries come and meet for discussion on many other different
matters. One of the matters is Social Responsibility for which conventions are held globally.

Sustainable Development Goals

The 2030 Agenda for Sustainable Development, with 17 Sustainable Development Goals (SDG) at its core,
adopted by all United Nations Member States in 2015, provides a shared blueprint for peace and prosperity for
people and the planet, now and into the future. At its heart are the 17 Sustainable Development Goals (SDGs),
which are an urgent call for action by all countries - developed and developing - in a global partnership. They
recognize that ending poverty and other deprivations must go hand-in-hand with strategies that improve health
and education, reduce inequality, and spur economic growth — all while tackling climate change and working
to preserve our oceans and forests.

The 17 Sustainable Development Goals are as under:
1. No Poverty

Zero Hunger

Good Health and Well-Being

Quality Education

Gender Equality

Clean Water and Sanitation

Affordable and Clean Energy

Decent Work and Economic Growth

OF H00: sl OF HO1 bai (D

Industry, Innovation and Infrastructure

e
©

Reduced Inequalities

=
=3

Sustainable Cities and Communities

-
N

Responsible Consumption and Production.

—
w

Climate Action

14. Life Below Water

15. Life on Land

16. Peace, Justice and Strong Institutions
17.  Partnerships for the Goals

As the name Corporate Social Responsibility indicates, enterprises focus both on the pursuit of monetary
interests and productive relationships with stakeholders as well as show a concern for the environment and
overall economy as well. A company will take responsibility to promote positive growth in society, and mainly
focus on their individual “enterprise” as compared to the “global” goals of Sustainable Development Goals.
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UNITED NATIONS 4L08AL (OMPACT

n 2000, the United Nations Lawnched the Global Compact to encourage businesses to adopt sustainable practices
and social responsibility policies, while also reporting ow their implementation. This framework, is based on
principles related to Human Rights, Labour, Environment, and Anti-Corruption. Through the Cities Program
with UN Agencies, companies are integrated into this initiative. with 193 member states, the UN Global Compact
Ls the world's Largest corporate citizenship initiative, aiming to "wainstream the tew principles in business
activities globally" and "catalyze actions supporting broader UN goals."

The Following are the Ten Principles which are recommended by the United Nations Global Compact:
Human Rights:

Principle 1: Businesses should support and respect the protection of internationally proclaimed human rights;
and

Principle 2: make sure that they are not complicit in human rights abuses.
Labour Standard:

Principle 3: Businesses should uphold the freedom of association and the effective recognition of the right to
collective bargaining;

Principle 4: The elimination of all forms of forced and compulsory labour;

Principle 5: the effective abolition of child labour; and

Principle 6: the elimination of discrimination in respect of employment and occupation.
Environment:

Principle 7: Businesses should support a precautionary approach to environmental challenges;
Principle 8: undertake initiatives to promote greater environmental responsibility and

Principle 9: encourage the development and diffusion of environmentally friendly technologies.
Anti-Corruption:

Principle 10: Businesses should work against corruption in all its forms, including extortion and bribery.

The international oOrganization for Standardization (ISO)

The nternational Organization for Standardization (ISO) is an independent, non-governmental entity composed of
National standard Bodies from around the world. Established in 1947, (SO’s Secretariat is based in Geneva,
Switzerland. Through its members, ISO brings together global experts to share knowledge and create voluntary,
consensus-driven nternational Standards that foster innovation and address global challenges.

SO standards provide world-class specifications for products, services, and best practices, ensuring quaLL’cg, sa-fetg, and
efficiency. Developed through global consensus, these standards help eliminate barriers to international trade. Covering a
wide range of activities—from product manufacturing to service delivery—ISoO standards ave the collective expertise of
professionals from various sectors, including manufacturers, customers, regulators, and trade associations.
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ISO 26000 provides guidance on how businesses and organizations can operate in an ethical and transparent
way that contributes to sustainable development while taking into account the expectations of stakeholders,
applicable laws and international norms of behavior.

In terms of ISO 26000, the following are the 7 core subjects that socially responsible organizations should
address in their policies:

1. Organizational governance — Practicing Organization accountability and transparency at all levels;
leadership promotes responsibility

2. Human rights — treating all individuals with respect; making special efforts to help members of vulnerable
groups

3. Labour practices — providing just, safe and healthy conditions for workers; engaging in two-way discussions
to address workers’ concerns

4. Environment — identifying and improving environmental impacts of your operations, including resource use
and waste disposal

5. Fair operating practices — respecting the law; practicing accountability and treating all partners fairly,
including suppliers

6. Consumer issues — providing healthy and safe products, giving accurate information, and promoting
sustainable consumption

7. Community involvement and development being involved as a good neighbour for the betterment of local
community.

(SO standards help meet the Sustainable Development Goals (SPGs)

The SPGs represent an ambitious plan to ewhance peace and prosperity, eradicate poverty and protect the
planet. This plan of action calls on the contribution from all elements of society, including local and
national govermments, business, Lwalustrgj and individuals. To be successful, the process requires
consensus, collaboration and tnnovation.

iLoBAL KeporTing INleTwp__

The Global Reporting nitiative (GR1) is a vast network of thousands of experts from various countries who
contribute to GRI's working groups and governance bodies. These participants use the GRI Guidelines for reporting,
access GRI-based reports, or help develop the Reporting Framework through formal and informal channels.

Developed by GRI in the Netherlands, the Sustainability Reporting Guidelines provide a comprenensive
system for integrating sustainability issues into a structured reporting framework. GRI's goal is to
make the reporting of economic, environmental, and social performance as standard and comparable as
financial reporting across all organizations. The concept for developing sustainability reporting
guidelines was first conceived in 1997, with the draft GRI Sustainability Reporting Guidelines
released shortly after.
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The framework has beew continually revised over the years, the Fourth generation of Sustainability
Guidelines; the GRI G4 Sustainability Gquidelines were released in May, 2013. The GRI Reporting
Framework Principles ave divided tnto two parts: Principles for defining report content and Principles
for defining report quality.
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/4e GRI reporting Framework also defines the following General Standard Disclosures:
® Strategy and Analysis
® Organizational Profile

® |dentified Material Aspects and Boundaries

® Stakeholder Engagement
® Report Profile

® Governance

® Ethics and Integrity

Specific Standard Disclosures are:
® Disclosures on Management Approach

® |Indicators

A\ %

Reean (sr Netiorx

The ASEAN CSR Network, launched in 2011, aims to promote Corporate Social Responsibility (CSR) across ASEAN
Member States by encouraging businesses to integrate CSR into their strategies and operations, considering their
economic, social, and environmental impacts. The Network facilitates regional collaboration, information exchange, and
advocacy for international CSR standards. it also supports businesses in aligning with stakeholder needs and
contributing to the United Nations' 17 Sustainable Development Goals (SPGs) for sustainable socio-economic development
tn the reglon.

1. End poverty in all its forms everywhere

End hunger, achieve food security and improved nutrition and promote sustainable agriculture
Ensure healthy lives and promote well-being for all at all ages

Ensure inclusive and equitable quality education and promote lifelong learning opportunities for all
Achieve gender equality and empower all women and girls

Ensure availability and sustainable management of water and sanitation for all

Ensure access to affordable, reliable, sustainable and modern energy for all

O N O U b WN

Promote sustained, inclusive and sustainable economic growth, full and productive employment and
decent work for all

9. Build resilient infrastructure, promote inclusive and sustainable industrialization and foster innovation
10. Reduce inequality within and among countries
1.  Make cities and human settlements inclusive, safe, resilient and sustainable
12. Ensure sustainable consumption and production patterns
13. Take urgent action to combat climate change and its impacts
14. Conserve and sustainably use the oceans, seas and marine resources for sustainable development

15. Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably manage forests,
combat desertification, and halt and reverse land degradation and halt biodiversity loss

16. Promote peaceful and inclusive societies for sustainable development, provide access to justice for all
and build effective, accountable and inclusive institutions at all levels

17. Strengthen the means of implementation and revitalize the global partnership for sustainable
development
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Tue E4vpTraN CorPorATE ResPonNsiBiiaTy CENTER

The Bgyptian Corporate Responsibility Center (ECRC) is a leading advocate for the United
Nations Global Compact (UNGC) principles in Bgypt, established to promote sustainable
business practices. A joint initiative between the UN Development Programme and the ndustrial
Modernization Center, the ECRC supports companies in bmplementing the UNGC's Ten
Principles and aligning with Egypt's Millenniwm Development Goals. Its activities include
business advisory services, capacity building, and training to help businesses develop
sustainable CSR policies, promote gender equality, and encourage inclusive business models,
particularly by integrating the "vase of the pyramid" into the workforce, consumer base, and
entrepreneurial ventures.
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CoRPoRATE SOCIAL RESPONSIBILITY (K SouTH AFRICA

n South Africa, Corporate Social Responsibility (CSR) is guided by the King Report on Governance (King 1),
which promotes good social and environmental practices as part of corporate governance, aligned with international
standards. King (Ul applies to all entities, public or private, and emphasizes sustainability as a key wmoral and
economic Limperative. tt stresses the need for a fundamental shift in business practices towards sustainability,
highlighting the interconnectedness of nature, society, and business. The concept of corporate citizenship emphasizes
that businesses should operate sustainably, in line with the South African Constitution, which Limposes
responsibilities for realizing fundamental rights.

King (Il has ‘apply or explain’ approach to its principles and recommended practices. It is the legal duty of
directors to act in the best interests of the company. The ‘apply or explain’ regime shows an appreciation for
the fact that it is often not a case of whether to comply or not, but rather to consider how the principles and
recommendations can be applied.

tn contrast to the King t and [t codes, King It applies to all entities regardless of the manner and form of
lncorporation or establishment and whether in the public, private sectors or non-profit sectors. We have drafted
the principles so that every entity can apply them and, in doing so, achieve good governance. All entities
should apply the principles in the Code and consider the best practice recommendations in the Report. ALl
entities should by way of explanation make a positive statement about how the principles have beew applied

or have not been applied.

CorPorRATE SociaLl ResponsisitT™ IN UnaTed KingdDoM

The united Kingdom has been a pioneer in shaping global understanding of Corporate Social Rcspowsibiutg (csr),
addressing both the positive and negative societal impacts of businesses. Most large UK companies separate the roles of
CcEO and board chairman, with institutional investors holding about 20% of UK equity. while initially skeptical
about CSR, companies now wideLg embrace Lt as a mainstream aa‘c'witg, often developing compa wg-speoiﬁo strategies
to enhance market positioning and align with investiment goals. The UK government could play a stronger role in
promoting CSR for societal benefit, complemented by progressive coalitions Like the Business Leaders nitiative on
climate Change and Human Rights. CSR remains dynamic, requiring continuous updates and active participation
from all stakeholders to maintain credibility, supported by CSR-focused training on social and environmental issues.

NETHERLANDS ENTERPRISE Agency

The Puteh government expects Duteh companies that do business abroad to follow
Corporate Social Responsibility (CSR). To do so, they must follow the oECD
Guidelines for Multinational Enterprises and the United Nations Guiding Principles
on Business and Human Rights. The government promotes International Corporate
Social Responsibility (ICSR) in many different ways. Companies following the
OECP Guidelines can apply for funding.
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CSR IN  FUROPEAN UNION

The Buropean Union, in its Greew Paper on Corporate Social Responsibility, defined CSR as ‘the
voluntary integration of companies’ social and environmental concerns in their business operations
and tn thelr tnteraction with theilr stakeholders.’

Although, big and public Linterest companies are expected to communicate extra financial

information with regards to how they are handling with their environmental and social
challengges.

CSR IN THE UNITED STATES O0F AMERICA

CSR in the United States of America is characterized by voluntary societal engagements by
businesses since they are not obliged to undertake any social and environmental responsibility
practices.

The Corporate Social Responsibility (CSR) team in the Bureau of Bconomic and Business Affairs

Ls given the responsibility of engaging with U.S. businesses for the promotion of responsible and
ethical business practices.

n spite of no CSR mandate, the United States of America is by far the largest and wost active
philanthropie sector in the world.
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n Brazil, CSR disclosure is not mandatory and there is no formal report form or measures for CSR
disclosures. However, there are few initiatives that make CSR announcements compulsory.

n Perw, all companies Listed on Lima’s Stock Exchange are mandateo under Law to report on
sustaiwabilitg practices. The law follows the “comply or explain” principle; tn other words, Peruvian
companies are reguired to disclose information, but they can also decide not to disclose information and

explain the reasons for it.
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