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Abstract 

Corporate Social Responsibility (CSR) signifies the ethical responsibility of businesses to 

balance profit-making with societal welfare and environmental preservation. In contemporary 

economies, CSR has transitioned from optional philanthropy to a critical and sometimes 

mandated practice. India, as a trailblazer, introduced mandatory CSR through the Companies 

Act, 2013, which obliges qualifying businesses to allocate a prescribed portion of their profits 

toward CSR activities. This research examines the evolution of CSR globally and in India, 

delving into its regulatory framework under Section 135 of the Act, including its eligibility 

criteria, prescribed activities, and reporting mandates. Challenges hindering CSR 

implementation such as compliance issues, superficial adherence, and lack of standardized 

impact metrics are analysed thoroughly. In a Case like Moil Limited v. Commissioner of 

Income Tax-I provide judicial interpretations of CSR provisions, while corporate case studies 

illustrate exemplary CSR practices in India. A comparative analysis highlights the strengths 

and drawbacks of India’s mandatory framework vis-à-vis voluntary models in other countries. 

Recommendations conclude the research, underscoring the need for streamlined regulations, 

robust compliance systems, and innovative approaches to maximize CSR’s impact in 

addressing critical socio-economic and environmental issues. CSR thus emerges as a 

transformative tool to foster sustainable development and improve corporate accountability in 

the modern world. 

 

Key Words: Profit Allocation, Superficial Adherence, Societal Welfare, Environmental 

Preservation. 
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Introduction 

Corporate Social Responsibility (CSR) has become an indispensable aspect of corporate 

strategy in today’s interconnected world. It represents an organization’s accountability toward 

social, environmental, and economic aspects of its operations, going beyond the traditional 

objective of profit maximization. 

 

Globally, CSR reflects evolving societal expectations of businesses. In the United States, CSR 

practices remain largely voluntary and are driven by consumer awareness and shareholder 

pressure. In contrast, the European Union adopts a combination of voluntary and mandatory 

approaches, encouraging businesses to uphold high standards of social and environmental 

responsibility. Frameworks such as the United Nations Global Compact and ISO 26000 have 

further standardized CSR initiatives across regions. 

 

In India, CSR resonates with the nation’s deeply embedded cultural values of charity and 

welfare. Industrial pioneers like Tata and Birla have historically undertaken philanthropic 

initiatives, setting a precedent for modern CSR practices. However, the introduction of 

mandatory CSR under the Companies Act, 2013, marked a paradigm shift, compelling 

companies to contribute systematically to societal welfare. This legislative step reflects India’s 

commitment to addressing socio-economic challenges through private-sector engagement. 

 

Importance of CSR 

CSR is critical in today's global economy for several reasons: 

 
Sustainable Development

Regulatory Compliance

Customer Loyalty

Employee Engagement

Risk Management 

Reputation Managemenet

Importance of CSR
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 Reputation Management: A strong CSR program enhances a company’s reputation, 

building trust and loyalty among consumers, employees, and investors. 

 Risk Management: Effective CSR practices help companies identify and mitigate risks 

associated with social, environmental, and governance issues. 

 Employee Engagement: Companies with robust CSR initiatives often experience higher 

employee satisfaction, retention, and productivity, as employees take pride in their 

employer’s commitment to social and environmental causes. 

 Customer Loyalty: Consumers are increasingly favouring companies that demonstrate 

social responsibility and ethical practices, leading to stronger customer loyalty and brand 

preference. 

 Regulatory Compliance: Adopting CSR practices ensures compliance with legal and 

regulatory requirements, reducing the risk of fines and penalties. 

 Sustainable Development: CSR contributes to sustainable development by addressing 

global challenges such as poverty, inequality, and climate change. 

 

Evolution of CSR 

Global Evolution 

The idea of CSR has evolved significantly over centuries. During the 19th century, 

industrialists like Andrew Carnegie emphasized the ethical redistribution of wealth through 

initiatives such as building libraries and educational institutions. This marked the beginning of 

CSR as philanthropy. 

 

The mid-20th century saw CSR gaining momentum as businesses became increasingly 

accountable for their impact on society and the environment. This period witnessed significant 

labour movements and the emergence of corporate governance practices that emphasized 

employee rights and ethical business conduct. 

 

By the late 20th century, environmental disasters such as the Exxon Valdez oil spill and socio-

political movements like anti-apartheid protests highlighted the critical role of businesses in 

addressing environmental and human rights issues. These events served as a wake-up call for 

corporations to expand their CSR initiatives beyond mere charity. 

 

The adoption of the United Nations Sustainable Development Goals (SDGs) in 2015 marked a 

global consensus on sustainable development. Businesses worldwide were encouraged to align 
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their operations with these goals to address pressing global challenges such as climate change, 

poverty, and inequality. 

 

Globally, CSR regulations vary significantly. Some countries have stringent laws governing 

CSR, while others adopt a more voluntary approach. This section explores the regulatory 

frameworks in different regions, emphasizing key legislation, compliance requirements, and 

the role of international standards. 

a) The European Union 

The European Union (EU) has implemented several regulations related to CSR, 

including the Non-Financial Reporting Directive (NFRD) and the Corporate 

Sustainability Reporting Directive (CSRD). These directives require large companies 

to disclose information on their environmental and social impact.1 

b) The United States 

In the United States, CSR is largely voluntary. Companies are encouraged to adopt best 

practices through initiatives like the U.S. Chamber of Commerce Foundation's 

Corporate Citizenship Centre. However, there are no mandatory CSR reporting 

requirements at the federal level. 

 

CSR in India 

India’s approach to CSR is deeply rooted in its cultural and religious traditions. Concepts such 

as dana (charity) and seva (selfless service) have long guided Indian philanthropy. During the 

pre-liberalization era, industrialists like the Tatas and Birla’s contributed to societal welfare by 

building hospitals, schools, and rural infrastructure. 

 

The economic liberalization of 1991 marked a turning point for CSR in India. Exposure to 

global markets and the rise of multinational corporations brought international standards of 

corporate responsibility into the Indian business landscape. The subsequent enactment of the 

Companies Act, 2013, institutionalized CSR in India, making it a legal mandate for eligible 

companies. 

 

 

                                                      
1 Mohan, A. (2018). CSR in India: Steering Business towards Sustainability. Journal of Business Ethics, 149(3), 

671-678. 
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Schedule VII Activities 

Schedule VII of the Companies Act outlines a comprehensive list of eligible CSR activities. 

These include initiatives aimed at promoting healthcare, education, and gender equality, 

ensuring environmental sustainability, supporting rural development, and providing disaster 

relief. Companies are encouraged to select activities that align with their organizational goals 

and societal priorities.  

 

Challenges in Implementing CSR 

Implementing Corporate Social Responsibility (CSR) initiatives can be challenging for 

businesses due to various factors. Here are detailed sub-topics elaborating on these challenges: 

 

1. Financial limitations 

Many companies, particularly small and medium-sized enterprises (SMEs), face financial 

constraints when implementing CSR initiatives. Allocating resources to CSR activities can be 

challenging, especially during economic downturns. The financial burden of CSR can be a 

significant barrier for companies that operate on thin profit margins. For example, SMEs may 

struggle to invest in sustainable technologies or community development projects due to 

limited financial resources. 

1.1 Lack of Access to Financing 

Access to financing is a significant barrier for many SMEs. Traditional lenders may be hesitant 

to provide funding for CSR initiatives, viewing them as non-essential expenditures. This makes 

it difficult for SMEs to invest in CSR activities that require substantial upfront costs. 

1.2 Economic Downturns 

Economic downturns can exacerbate financial constraints, as companies prioritize core 

business activities over CSR. During periods of economic instability, companies may scale 

back or discontinue their CSR initiatives to preserve financial resources. 

Case Study: Financial Constraints Faced by SMEs 

In 2018, a study conducted by the International Finance Corporation (IFC) highlighted the 

financial challenges faced by SMEs in implementing CSR initiatives. The study found that 

many SMEs in developing countries lacked access to affordable financing options, making it 

difficult to invest in CSR activities. To address this issue, the IFC recommended the 

development of financial instruments, such as green bonds and impact investment funds, to 

support SMEs in their CSR efforts. 
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2. Theoretical Frameworks and Models 

2.1 Shareholder vs. Stakeholder Theory2 

 Shareholder Theory: Proposed by Milton Friedman, it posits that the primary 

responsibility of a business is to its shareholders, and the main objective is to maximize 

profits within legal boundaries. 

 Stakeholder Theory: Devel3oped by R. Edward Freeman, this theory suggests that 

businesses have a responsibility to all stakeholders, including employees, customers, 

suppliers, community, and the environment. 

2.2 Carroll's Pyramid of CSR 

Archie B. Carroll4 introduced a four-tiered model describing CSR responsibilities: 

1. Economic Responsibilities: Be profitable. 

2. Legal Responsibilities: Obey the law. 

3. Ethical Responsibilities: Do what is right, just, and fair. 

4. Philanthropic Responsibilities: Be a good corporate citizen. 

2.3 The Triple Bottom Line Approach 

John Elkington's Triple Bottom Line framework emphasizes that businesses should focus on 

three P's: People, Planet, and Profit. This approach encourages companies to measure their 

social and environmental impact in addition to financial performance. 

 

3. Challenges in CSR Implementation 

3.1 Operational Challenges: 

 Integration with Business Strategy: Aligning CSR initiatives with core business strategy is 

challenging. Companies must ensure that CSR activities are not merely philanthropic but 

are integrated into the overall business model to create long-term value. This requires a 

shift in mindset, strategic planning, and the involvement of top management. 

 Resource Allocation: Effective CSR implementation requires significant resources, 

including time, money, and expertise. Companies must allocate resources strategically to 

ensure the success of their CSR programs. 

                                                      
2 Clark, G. L., Feiner, A., & Viehs, M. (2015). From the Stockholder to the Stakeholder 
3 Branco, M. C., & Rodrigues, L. L. (2007). 
4 carroll, A. B. (1991). The pyramid of corporate social responsibility: Toward the moral management of 

organizational stakeholders. Business Horizons, 34(4), 39-48. 
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 Measuring Impact: Developing robust metrics to measure the impact of CSR initiatives is 

complex. Companies need reliable tools and methodologies to assess the effectiveness of 

their CSR activities and report on their progress. 

3.2 Regulatory Challenges: 

 Compliance with Laws: Navigating the complex web of local, national, and international 

regulations can be daunting. Companies must stay updated on relevant laws and ensure that 

their CSR practices comply with these regulations to avoid legal repercussions. 

 Evolving Standards: CSR standards and guidelines are constantly evolving. Companies 

must adapt to new regulations and best practices, which requires continuous learning and 

flexibility. 

3.3 Cultural Challenges: 

 Diverse Cultural Attitudes: Implementing CSR in a multicultural environment poses to 

challenges. Cultural differences can influence perceptions of CSR, and companies must 

navigate these differences to design and execute effective CSR initiatives. 

 Stakeholder Engagement: Engaging with diverse stakeholders, including employees, 

customers, suppliers, and communities, requires cultural sensitivity and effective 

communication strategies. 

3.4 Economic Challenges: 

 Balancing Profit and Social Responsibility: Companies often struggle to balance 

profitability with social responsibility. CSR initiatives may entail additional costs, and 

businesses must ensure that these initiatives are financially sustainable while delivering 

social and environmental benefits. 

 Short-Term vs. Long-Term Goals: Companies must balance short-term financial goals with 

long-term CSR objectives. This requires a strategic approach to ensure that CSR initiatives 

contribute to sustainable business growth. 

Case Studies: 

 Nestle: The company faced criticism for its water extraction practices, highlighting the 

challenges of balancing resource use and environmental responsibility. Nestlé responded 

by enhancing its water management practices and engaging with stakeholders to address 

concerns. 

 Apple: Apple has faced scrutiny over labour practices in its supply chain. The company has 

implemented measures to improve working conditions and ensure compliance with labour 

standards, demonstrating the challenges of managing a global supply chain. 
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4: CSR and Business Performance 

4.1 Positive Impacts:  

 Enhanced Reputation: Companies with strong CSR programs are often viewed more 

favourably by consumers, investors, and the public. This positive perception can lead to 

increased brand loyalty, market share, and investor confidence. 

 Customer Loyalty: Consumers are more likely to support companies that demonstrate 

social responsibility. CSR initiatives can lead to stronger customer relationships and repeat 

business. 

 Employee Engagement: CSR initiatives can boost employee morale, satisfaction, and 

retention. Employees are more likely to stay with a company that aligns with their values 

and demonstrates a commitment to social and environmental causes.5 

 Risk Mitigation: Effective CSR practices help companies identify and mitigate risks 

associated with social, environmental, and governance issues. This proactive approach can 

prevent potential crises and protect the company’s reputation. 

4.2 Negative Impacts: 

 Increased Costs: Implementing CSR initiatives can be costly, particularly for small and 

medium-sized enterprises (SMEs). Companies must invest in resources, infrastructure, and 

personnel to execute CSR programs effectively. 

 Greenwashing: There is a risk of companies engaging in greenwashing, where they present 

a false or exaggerated impression of their CSR efforts. This can lead to negative publicity 

and damage the company’s reputation if stakeholders perceive the initiatives as insincere. 

 Potential for Negative Publicity: Companies that fail to meet their CSR commitments or 

are perceived as insincere in their efforts may face negative publicity. This can harm their 

reputation and erode stakeholder trust. 

4.3 Measuring Impact: 

 Sustainability Reporting Frameworks: Frameworks such as the Global Reporting Initiative 

(GRI) provide standardized guidelines for reporting on sustainability performance. These 

frameworks help companies communicate their CSR efforts transparently and consistently. 

 Social Audits: Social audits involve assessing a company’s social and environmental 

performance against predefined criteria. These audits can help identify areas for 

improvement and demonstrate the company’s commitment to CSR. 

                                                      
5 World Bank. (2020). The Impact of Corporate Social Responsibility on the Economy. 
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 Impact Assessments: Impact assessments evaluate the social and environmental effects of 

CSR initiatives. Companies can use these assessments to measure the effectiveness of their 

programs and make data-driven decisions. 

 Key Performance Indicators (KPIs): KPIs are specific metrics used to track and measure 

the success of CSR initiatives. Examples include carbon footprint reduction, employee 

volunteer hours, and community investment. 

Case Studies: 

 Patagonia6: The outdoor apparel company is known for its strong commitment to 

environmental sustainability. Patagonia's CSR initiatives, such as the Worn Wear program 

and 1% for the Planet, have enhanced its reputation and built customer loyalty. 

 Unilever7: Unilever’s Sustainable8 Living Plan focuses on improving health and well-

being, reducing environmental impact, and enhancing livelihoods. The company’s CSR 

efforts have resulted in cost savings, increased sales, and improved brand reputation. 

 

5. Indian Regulatory Framework for CSR 

In India, the Companies Act, 2013, serves as the primary legislation governing CSR activities. 

This section delves into the specific provisions of the Act, compliance requirements, and the 

impact of this legislation on corporate behaviour. 

5.1 The Companies Act, 2013 

The Companies Act, 20139, mandates that companies meeting certain criteria must spend at 

least 2% of their average net profit on CSR activities. Companies with a net worth of INR 500 

crore or more, a turnover of INR 1,000 crore or more, or a net profit of INR 5 crore or more 

are required to adhere to this mandate. Section 135 of the Companies Act, 2013, mandates CSR 

for companies meeting specific financial thresholds: 

 A net worth of ₹500 crore or more. 

 A turnover of ₹1,000 crore or more. 

 A net profit of ₹5 crore or more. 

Under this provision, qualifying companies are required to allocate 2% of their average net 

profits (from the past three financial years) to CSR activities. They must also form a dedicated 

CSR Committee comprising members of the Board of Directors to plan, execute, and monitor 

CSR initiatives. 

                                                      
6 Patagonia. (2021). 
7 Unilever. (2021). Unilever Sustainable Living Plan. 
8 Unilever. (2021). Sustainable Living Plan: Progress Report.  
9 The Companies Act, 2013  
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5.2 Compliance Requirements 

Companies meeting the criteria specified in the Companies Act, 2013, are required to form a 

CSR committee, develop a CSR policy, and disclose their CSR activities in their annual reports. 

The CSR policy must outline the CSR activities to be undertaken, expenditure on CSR, and 

monitoring mechanisms. 

5.3 Monitoring and Accountability 

Monitoring and accountability are crucial for the success of CSR initiatives. Companies must 

establish mechanisms to track the progress and impact of their CSR activities. This can include 

regular audits, impact assessments, and stakeholder consultations.10 

5.4 Impact on Corporate Behaviour 

CSR has had a profound impact on India’s socio-economic landscape. By addressing issues 

such as healthcare, education, and environmental sustainability, CSR initiatives contribute to 

the nation’s overall development. 

CSR funds directed toward healthcare and education help bridge socio-economic disparities 

between rural and urban India. Projects like Infosys’ digital literacy campaigns empower rural 

communities with access to education and technology. 

The focus on skill development under CSR initiatives has boosted employment in India. 

Vocational training programs enable youth to join the workforce, directly contributing to 

economic growth. 

Additionally, CSR investments in renewable energy and sustainable practices have advanced 

India’s environmental goals while creating green jobs and technologies. ITC’s investments in 

sustainable farming through its e-Choupal program exemplify how CSR can drive rural 

development and environmental sustainability. 

6. Recent Amendments 

In recent years, amendments to CSR rules have introduced stricter compliance measures. The 

introduction of unspent CSR accounts ensures that funds allocated for CSR are utilized 

efficiently, even for ongoing projects. Penalties for non-compliance have been enhanced, and 

companies are now required to disclose detailed reports of their CSR activities to ensure 

transparency and accountability. 

 

Conclusion: 

                                                      
10 Narayan, M. G. (2019). Corporate Social Responsibility in India: Law, Regulation and Responsibility. 

Cambridge University Press. 
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Corporate Social Responsibility (CSR) is an essential aspect of modern business practices, 

reflecting companies' commitment to ethical behavior and sustainable development. The 

research highlights the significant challenges faced by businesses in implementing CSR 

initiatives, including financial constraints, lack of awareness and expertise, regulatory 

compliance, and difficulties in measuring impact. Despite these challenges, CSR offers 

substantial benefits to businesses, including enhanced brand reputation, increased employee 

engagement, improved financial performance, stronger customer loyalty, and driven 

innovation and growth. The regulatory frameworks governing CSR in India and globally 

demonstrate the importance of structured guidelines and standards in promoting responsible 

business behaviour. The Companies Act, 2013 in India, and, provide a foundation for 

businesses to align their strategies with social and environmental goals. 

 

The impact of CSR on the economy is profound, contributing to sustainable development, 

economic growth, and positive social and environmental outcomes. Companies that effectively 

integrate CSR into their business strategies can achieve long-term value creation, competitive 

advantage, and resilience in the face of global challenges. CSR is a transformative force that 

can shape a more sustainable and equitable future. Businesses must prioritize effective CSR 

strategies, transparent reporting, and collaboration with stakeholders to maximize their positive 

impact on society and the environment. By doing so, companies can contribute to a better world 

while enhancing their own long-term success and viability. 
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