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“Earn your crores but understand that your
wealth is not yours; it belongs to society. Take
what you require for your legitimate needs and
use the remainder for society”.—Mohandas
Karamchand Ghandhi

Corporate Social Responsibility (CSR) refers to
the operations of a company in a manner that
meets or exceeds the ethical, legal, commercial
and public expectations that society has from
business. CSR is interchangeably used with several
terms like business ethics, corporate citizenship,
social and environmental responsibility, corporate

sustainability, = corporate  conscience, social
performance.

World Business Council for Sustainable
Development defines Corporate Social
Responsibility (CSR) as “The continuing

commitment by business to behave ethically
and contribute to economic development while
improving the quality of life of the workforce and
their families as well as of the local community and
society at large.”
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According to CSR Asia, “CSR is a company’s
commitment to operating in an economically,
socially = and  environmentally  sustainable
manner whilst balancing the interests of diverse
stakeholders.”

Corporate  Social Responsibility is a
management concept whereby companies integrate
social and environmental concerns in their business
operations and interactions with their stakeholders.
CSR is generally understood as being the way
through which a company achieves a balance of
economic, environmental and social imperatives
(“Triple-Bottom-Line- Approach.)

All the stakeholders have some expectations
from the business. The following table reflects
the expectation of different stakeholders from the
company:

Fair wages along with

proper and safe working
conditions and job-security,
empowerment, social security,
fair policies relating to
recruitment, termination, career
development and performance
appraisal

Employees

Fair and regular dividend
along with increase in the
market capitalization of their
investments.

Shareholders

Quality and socially desirable
products or services at fair
prices and on fair terms along
with prompt delivery and
satisfactory after-sale services.
Consumer protection and
prompt redressal of grievances

Customers
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Company to be a law-abiding
citizen who is paying its taxes
fully and honestly and in an
ethical manner

Government

Company shall not engage
itself in unfair or unrestricted
trade practices so as to oust
competitors from the market.

Competitors

To make timely payments
of interest and pay off the
principal as per the contract.

Creditors

To engage in social welfare
programs like development

of township, up-liftment of

rural and backward areas,
provision of clean drinking
water, health, education for
all,etc. and associate with social
causes and invest in sustainable
development programs for the
community

Community

Difference between Corporate Philanthropy
and CSR

When a business decides to donate a portion of
their profits to a charity, this action qualifies as
philanthropy. It can be a one-time or ongoing
commitment to give money to a nonprofit
organization, and that organization uses the
money to further its mission. Corporate Social
Responsibility encompasses any practice that
improves the lives of your work force, community
and the environment. Usually top management
decides when and how to donate and to whom
to award grants. On the other hand for corporate
social responsibility to succeed, every employee
and every department must play a role. So
Corporate Philanthropy has a narrower and more
limited scope whereas CSR has a much broader
scope as it addresses the overall attitude of an
organization toward its employees, customers, the
environment, local community, and the society at
large.

The concept of socially responsible
organizations is not new to India. It just
needs to be adapted to the present scenario.
CSR is no longer philanthropy, though still
largely voluntary, it is seen as imperative for
sustainable business. It acknowledges the debt
that the corporation owes to community within
which it operates. It defines the corporation’s
partnership with social action groups in
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providing financial and other resources to
support development plans, especially among
disadvantaged communities. Socio —economic
inequalities provide compelling reasons for
corporates to make a business case for CSR.

The benefits of CSR are enormous for
companies which adapt it into their business
strategy. It creates goodwill with customers,
government agencies, investors, media and public
at large. Socially responsible investment by ethical
companies brings in higher returns on a long term
basis. Market valuation of the companies today
are largely determined by public perception of the
business measured by its business ethics and social
acceptance.

CSR spending in India

CSRidentity.com, together with Forbes India has
collected the data of India’s top companies and
ranked them 1-100 based on Net Sales for the
Financial Year 2012 and their amount spend for
CSR activities (Annexure 1). It is noted that there
are many companies, even among the top 100 firms
by revenue, who don’t report their CSR spends or
even declare the social causes they support.

Note

= All figures are in Rs Crore and have been
rounded off to the nearest decimal point.

= Average PAT refers to the average of profit after
tax recorded by a company in the last three
financial years (FY10, FY11 and FY12).

= NA stands for data‘not available’for companies
which do not disclose their CSR spends in their
annual reports.

= Revenue figures are indicative of the company’s
financial performance in financial year 2011-12
(FY12) only.

= 2% of PAT refers to the amount that a company
needs to spend on CSR activities as per the
government mandate/ provisions of the
Companies Bill 2012

= N/A implies not applicable; according to
government policy, loss-making firms don’t
need to invest in CSR.

= Data Sources Ace Equity; CSRidentity.com;
company annual reports; company responses
via email.

CSR provisions in the Companies Bill, 2012

Corporate Social Responsibility (CSR) has for the
first time been legally recognized in India. Clause
135 (under Chapter IX — Accounts of Companies)
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COMPANT | BEVENME AVG PAT | AGTHAL SPEND 1
INDIAN DL, 442 450 .re3 53 15y
CORPORATION
RELIANGE INDUSTRIES A6GA.67I 2,138 288 423
BHARAT PETROLEUM 222,218 L4238 [ 20
CORPORATION
HINDUSTAN PETRO- [}-F- -5 iia 2T 22
LEUM CORFORATION
TATA MOTOHS 17068 437 (11 PR
OIL & NATURAL GAS IGLIEI 23,000 121 473
CORPORATION |
ETATE HAMK OF INDLA (FFAL T i3 O i | 28I
TATA STEEL Ia6.A7a a.RNG (FT1:} TR
PNB GILTS 04,626 &0 HA i |
HINDALCD INDUSTRIES 02,540 2,507 o0 Ta
GOAL INDIA TR0 1, FEQ na et L
BHARTI ARTEL 71,5005 0, 1 a 130
MMTC GroEn e e | 2
NTPD ERE,EE B, A4 ¥
LAHRSEN & TOUHRD 64,9680 4,818 o vy
EF3AR QIL G348 =20 A MiA
MAHINDRA & MAHINDRA 53,030 2.048 22 50
MANGALORE REFINERY ET.214 LOGE HA 2l
& PETHDCHEMICALS _ _ _ _
TATA COMNSULTAMNCY 40,004 0,938 5i iTo
SERVICES
BHARAT HEAVY G0, G54 5,823 ar no
ELEGTRIGALS . .
ETEEL AUTHORITY Bl.428 8,183 (1] o3
OF INDIA
GANL (IMIIA) A8 H Rl o 8
STEALITE INDUSTRICS 43,00 6,83 T 137
(IMDA)
CHENMAI PETROLELIM 46,307 anz2 a ]
CORPDHRATION {
ADANI CNTCAPRIGLS TG 1240 1 b 17
101 BANK aroans 5, ARG 2a 27
PUNJAE NATIONAL a7447 &, 460 NA (213
RAMNK _ . _ . .
WIPAD araoa B.lE2 HA o3
MARUTI SUZUKI INDIA 40,060 Zig2 12 A3
JEW STEEL a6.864 i.Gaa az ai
INFOEYS 23,734 Ti28 28 43
&TATE TRADING a0, 06 A HA i
CORPORATION OF INDIA _ _ .
CAMAFA DANK 20,510 2,13 A ila
BAME OF BARDDA 30,488 4,282 HA 8BS
RUCHI S0YA B0, 33T 187 ] k|
INDUIST RIES
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CORPANY REVEMNE AVE FAT

HOUEME 20,830 808
DEVELOPMENT FINAMCE
CORPORATION

BAMK OF INDIA 28,611 2,301 NA 46 |
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e £, S0 & 20l MA i
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AL IANGE 2100 2,420 MA af
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AN BAMK 21,006 2,347 in 67
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BUZILOMN EMERGY 21,368 -Bz8 8 MIA |
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WHION BANE OF iMOLA PR (1] B 40 .
HCL TECHMOLOGIES 20,821 L7770 4 ac
Al ) ALITOE 0 Bl 2508 {4 ST
IDEA OELLLUILAR 19 a0 1] A i
UL TRATECH OCMENT 21,808 1.6 MA ag
CERTILAL DaNRK DOF NS 12,58 BE0 e (B .
JNDAL STEEL & POWER 22,473 2,614 CUR o
INDIAM OVERBEAS BAMK 1EO7F 843 5 9 |
OIL INDIA TG Z.9EE 50 | 6o |
JET AINWAYS (INDIA) FALTS 342 MA M/A
ORIEMTAL BAMK OF 15,015 L.260 MA 25
COMMERLCE

ALLAHATAD RANK 16, 600 1, AR MA a0 |
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TATA COMMUNICATIONS 14,196 ~G74 i MA
TATA CHEMICALS 14,045 870 2 I
VMIDEDCDOHN INDUSTHIES 13,685 =S 8, Pl |
ASHOK LEYLAND ENET 5S40 HA "
POWER FINANCE 19.07G 2,095 13 54
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COMPART | WEVEMBE

CORPORATION BAMK 13,018 1373 HA 27
SICM NG a0 o7 i i
GITANJALI GEMS 12,498 349 3 T
EID-PARAY {INDIA} 12848 550 HA I
EHAEF RENLKA £UGARS 1AITA ann MA a
IND AN DM 2220 1LGF0 HA _ aa _
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JEW IHPAT BTEFL 1 a “HE0 MA His
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AURAL ELECTRIFICA- 10,338 Z AB2 A BO
TION CORPORATION
PUN.J LLOYD 10,33 -18 I MIA
POWER GRID 10,312 2. 884 26 53
CORBORATION OF INDIA
LANCO INFRATECH 10,168 474 4 2
RANBAXY 10180 -ama HA M/A
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AT 1,08 1,308 MA 26
HHUSHAM STEEL ¥, H1Z T MA " |
ALDK INDUSTRIES 10,018 T I 4
ASLAN PAINTS TR e i e
UNITED SPIRITS 18,204 a4 MA G

i TOTAL LT8S L LU

of the Companies Bill 2012 deals with Corporate
Social Responsibility.

CLAUSE 135: Corporate Social Responsibility
Who must comply?

Every Company having net worth of rupees five
hundred crore or more, or turnover of rupees one
thousand crore or more or a net profit of rupees
five crore or more during any financial year shall
constitute a CSR Committee of the Board consisting
of three or more directors, out of which at least one
director shall be an independent director.

What will the CSR Committee do?

= Formulate and recommend to the Board, a
Corporate Social Responsibility Policy which
shall indicate the activities to be undertaken by
the company as specified in Schedule VII.

= Recommend the amount of expenditure to be
incurred on the activities.

= Monitor the Corporate Social Responsibility
Policy of the company from time to time.

What will be the role of the Board of Directors?

= Review the recommendations made by the CSR
Committee.
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= Approve the CSR Policy for the company.

= Disclose contents of the Policy in the company’s
report/website.

= Shall ensure that the company spends in every
financial year, at least two percent of the average
net profits.

How much will a company be required to spend
on CSR?

= Atleast2% ofits average net profit made during
the three immediately preceding financial
years.

What are the activities which may be included by
companies in their CSR policies ?

According to Schedule VII, the following activities
may be included by companies in their Corporate
Social Responsibility Policies

= Eradicating hunger and poverty

= Promotion of education

= Promoting gender equality and empowering
women

= Health - reducing child mortality, improving
maternal health, combating HIV, AIDS, malaria

= Employment enhancing vocational skills

= Contribution to PM’s fund or any other fund
set up by the Central Government or the State
Governments for socio-economic development
and relief and funds for the welfare of the
Scheduled Castes, the Scheduled Tribes, other
backward classes, minorities and women

= Ensuring environmental sustainability

= Social business projects

= Such other matters as may be prescribed

What does a company need to disclose in the
Annual Report?

The Board’s report under clause (o) of sub-section
(3) of section 134, shall disclose the composition
of CSR committee, CSR policy and initiatives ,
Amount of expenditure incurred on Corporate
Social Responsibility activities, reasons in case of
failure to spend the prescribed amount.

The Obstacles to CSR in India are:

= Lack of awareness and conviction amongst the
managers

= Lack of impact analysis

= Absence of a clear linkage between CSR and
financial success

» Lack of enough trained managers to support
the CSR process
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Measuring Corporate Social Responsibility

Measuring CSR initiative is important to ensure
effective implementation of planned strategy and
to determine future action plans. Each company can
design measuring strategies based on their selected
CSR focus areas. There are several ways to measure
impact of CSR initiatives- community initiatives,
workplace initiatives, environmental initiatives and
marketplace initiatives

= Measurement of Community initiatives

1. Cash value of community support as a
percentage of profit.

2. Impact of evaluations carried out on community
programs

3. Project progress.

4. Perception measures

5. Positive and Negative media comments

= Measurement of Workplace initiatives

1. Staff absenteeism

2. Legal non compliance
3. Staff grievances

4. Staff turnover

= Measurement of Environmental initiatives

1. Overall energy consumption

2. Water usage

3. Quantity of solid waste produced
4. Use of recycled material

5. Environment impact of business

» Measurement of Market place initiatives

1. Number of product / service complaints

. Advertising complaints upheld
Complaints about late payment of bills
Upheld cases of anti corruptive behaviour
Customer satisfaction levels

. Customer retention

U A W

Ope-rationalizing Corporate Social Responsibility

In order to operationalize Corporate Social
Responsibility  initiatives, the  company
management should formulate CSR policy and
describe its linkage with the Vision and Mission
Statement of the company. Written CSR policy
will ensure a common understanding amongst
Board members and will prescribe how much
and what a company wants to achieve. To
implement CSR policy, management should
form a core group or a Committee. The Core
group would be responsible to plan, execute,
monitor, evaluate, report and communicate the
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progress and impact of CSR programs. The core
group will also be responsible to identify the
resources needed, execute planned activities
and sustain the commitment and motivation for
responsible business practices. The core group
will design the CSR action plan of the company,
integrating company values, focus area and
available resources. Networking with local
NGOs, Government bodies and like minded
corporates will facilitate effective and impactful
implementation of the CSR action plan.The core
group must develop an appropriate monitoring
and impact measurement mechanism, and
communicate CSR actions to all stakeholders.

CSR—a business imperative

The message is loud and clear: Societal wellbeing is
a pre-requisite for business prosperity

Companies should look upon business not
merely as a source of income or profit, but as a way
of life, as a medium for putting talents to good use,
while at the same time affording an opportunity to
be of service to the community. Profits will follow.
Let us remember that profit is not just a set of
figures — but of values.

Companies which put social responsibility
before profits shall be the ones who will survive
the competitive pressure. CSR needs to permeate

all across the value chain. It has to be realized that
the future of business depends upon its ability and
willingness to respond to the changing genuine
aspirations of the society.
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