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16.0

LEARNING OBJECTIVES

After studying the unit, you will be able to know


The history and evolution of CSR



Importance of CSR



Different Principles, Theories and Models of CSR



Different Dimensions and Forms of CSR



Various factors influencing CSR
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16.1

INTRODUCTION

Profit, nowadays, is no longer the sole performance indicator of a business. Every
business has to play a significant role in society to mark its presence and secure its
existence in the market. Every business has to play the role of a responsible corporate
citizen by undertaking various activities for the betterment of the society and
environment in the name of Corporate Social Responsibility.
Business and society are the two sides of a coin, each of which remains worthless
without the existence of the other. Business, on one hand, provides means to raise the
standard of living for the society but takes precious resources of society on the other
hand for its growth and survival. It is expected from every business that they should
operate sustainably while using the resources which belong to the society. It is also
expected from the businesses that they should take initiatives to prevent the
environment and preserve the same for the future of upcoming generations.
Significant growth and integration of the economy have taken place in the global
economy over the last three decades, resulting in various changes in the process and
manner under which businesses operate. Various rules and regulations are framed by
the government as well as global institutions like UNO etc. to improve the corporate
behaviour promoting them to operate transparently with increased accountability and
responsibility towards each other, for the global economy and the society as well as the
environment too.
Corporate social responsibility (CSR) is a form of corporate self-regulation that is
integrated into a business model. It is a process that aims to embrace the responsibility
of a company to encourage a positive impact on the environment, consumers,
communities, employees or society as a whole.
This chapter deals with the concept of CSR and various aspects related to it.
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16.2

MEANING

The term corporate social responsibility became popular in the late 1960s and became
popular within a short period. It is widely being used to define and cover the legal and
moral responsibility of a corporate indiscriminately.
Corporate social responsibility is a corporate strategy that aims to look at how the
business can act for the betterment of society as a whole. The broader definition of CSR
is concerned with what should be the relationship between global corporations,
government and individuals. Whereas the narrower definition is concerned with the
nature of the relationship between a corporate and the society in which it operates.
CSR is defined as a corporate strategy where the corporates look at how they can best
serve society by targeting moral issues. This enables a firm to improve its public
relations and its brand image. For example, Google’s CSR is large and comprehensive
which covers different areas such as sustainability, research, education, health etc.
similarly Disney focused on providing education to the backward classes of the society
by spending $ 338 million in 2019. There are many more such examples throughout the
world.
CSR aims to fulfil the expectations of society from a business. It is viewed as a
comprehensive set of social practices, policies and programs integrated throughout the
business operations.
Philip Kotler and Nancy Lee defined CSR as “a commitment to improving
community well-being through discretionary business practices and contributions of
corporate resources”.
Mallen Baker defines CSR as “a way companies manage the business processes to
produce an overall positive impact on society”.
According to the World Business Council for Sustainable Development “Corporate
social responsibility is 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”.
Odisha State Open University, Sambalpur
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16.3

HISTORY AND EVOLUTION

The concept of modern CSR is of recent origin but the idea has a long history. CSR in
India has evolved through different phases which are discussed below:
PHASE I
Known better for its charity and philanthropic nature, the first phase of CSR can be
traced from 1850 to 1914. During this phase, CSR was influenced by traditions, culture,
and religion and family values. Corporate giants of that era like Tata, Birla, Bajaj etc.
promoted the concept of CSR during the colonial period by setting up various
charitable foundations, healthcare and educational facilities for the weaker section of
the society. Temples and religious trusts were funded for the welfare of society. Food
and basic amenities were supplied during the time of natural calamities like floods and
drought.
PHASE II
The second phase of CSR began during the period when the urge for independence was
at its peak. This phase covers the pre and post-independence era from 1910 to 1960.
Industrialists were looked at by the nationalists to share their wealth for the benefit of
society as well. Rural development, education, research and training, women
empowerment etc. were the main areas covered by the social corporate players.
PHASE III
The period from 1960 to 1980 played a significant role in the arrival of the modern
concept of CSR in India. Various policies were revived and revised during this period.
There was a need to expand the role of industries beyond their original role. Licensing,
restrictions and heavy taxes restricted the corporate sector and enabled corporate
malpractices due to which it became necessary to revise the legislation and frame new
laws for corporate reconstruction in India. While the world was leading toward a better
CSR policy, India has to make suitable policies for the stability of the economy by
removing or relaxing restrictions for the private players to enter into its industrial
album.
Odisha State Open University, Sambalpur

Page 6

PHASE IV
The fourth phase of CSR in India can be traced from 1980 onwards. This was the
period when there was a big revolution in the industrial setup of India. Gone were the
days when business was expected to earn profit and maximize wealth. The new
industrial policy of 1991 with its liberalization, globalization and privatization policies
have changed the entire scenario of the corporate sector in India. Now industrialist
understands their social responsibility and acts accordingly. The companies act framed
by the constitution in the year 2013 has defined the role of CSR differently and
broadened the scope of CSR activities in India.
16.4

IMPORTANCE OF CSR

According to United Nations, “CSR is a management concept whereby companies
integrate social and environmental concerns in their business operations and
interactions with their stakeholders”.
CSR became an important part of the development of a business as well as an economy.
Following are the importance of CSR:
1- Creation of Brand Value:
CSR policies and programs help in the creation of brand values for a business
and its products. It portrays a positive image of the business and helps to boost
the goodwill of the business which adds an improvement to the brand image.
For example; Tata group is India’s most valuable brand which is being
appreciated not only for its high-quality products but also for its social activities
for the welfare of the society at large. This contributes an add-on exceptional
goodwill to the account of the Tata group.

2- Increased Sales:
Various social schemes of businesses by creating the brand value attract
customers to buy their products. The customers who incline the development of
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society want to mark their contributions to society through the products they
buy.
For example; various paper manufacturers like classmates make their papers
from the waste of other industries like sugar mills. This has increased the
awareness of saving trees and also increased the number of customers of
classmate’s copies.
3- Retention of Employees:
It has been proven that employees enjoy working more with a company that has
a good public image. CSR strategies make the employees more attached to the
business institutions and enable employee retention.
For example; the Godrej group has introduced a volunteering program which
helps the NGOs to create sustainable models which enable environmental
protection. This has not only attracted the customers but also made it one of the
most sought-after companies to work for.
4- Cost Savings:
Various small changes in favour of sustainability such as using less packaging,
and recycling different materials, help to decrease the production costs.
For example; Cochin Airport in India is the first airport in the world to operate
completely through solar power. It has inspired others to do the same. This has
not only reduced the dependency on other sources but also reduced the
operating costs.
5- Poverty Alleviations:
The basic aim of CSR in a developing economy like India is to work for the
welfare of society. It deals with employment generation as well as various
welfare programs such as infrastructure development, education and health
facilities etc. through which it helps to eradicate poverty in a significant way.
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16.5

ARGUMENTS IN FAVOR OF CSR

1 Public image:
Business firms can enjoy a better reputation in public when it fulfils their social
needs. A positive public image is required by every business organization
farting increase the brand value as well as gain more customers and retain the
employees. It can be possible only when the business performs its corporate
social responsibility wholeheartedly.
1. To achieve more Professionalization:
Modern-day management is inclined towards more professionalization which
can be increased by effective management and efficient managers well
educated and qualified managers are specialized in planning organizing
directing and controlling the business according to the code of ethics
established. Such ethics bind a manager to create social values and enable them
to grow their concern for society. With an increase in awareness of social
responsibility by the corporates the business can become able to face the
dynamism and challenges efficiently.
2. For the protection of the interests of stakeholders:
The stakeholders offer business include its labour, employees, consumer
management and investors. Business needs to get the support of all the
stakeholders. Corporate’s that assumes social responsibility can ensure a longer
survival. It enables the protection of the interests of the stakeholders.
3. Growth of a business:
The performance of the corporate social responsibility by a business is not only
in the interest of the society but also is favourable for the business. No business
can survive in long run without taking into care of the upliftment of the society
from which it is getting its resources. If the society gets a good environment,
good health and good education it will produce good customers and good
employees. Higher quality employees will get recruited which will result in
increased turnover and decreased absenteeism. On the other hand, aware
consumers will also add to the value of the business enterprise.
Odisha State Open University, Sambalpur
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4. A better understanding of the socio-cultural environment:
In a country like India where social and cultural values play a significant role,
it is important to study the social-cultural environment. A business that works
against social and traditional values will face a high degree of criticism that
may result in corporate failure. It is thus, the responsibility of every business to
understand the social-cultural environment and act according to it, to secure its
survival.
5. Long run survival:
Every business has to operate for society and by society. A firm’s existence
and survival depend upon how society is accepting it. Survival will not become
possible if a business enterprise is denied by society. Thus, for ensuring the
long-run survival a business has to fulfil its corporate social responsibility.
6. To cope with the legal framework:
According to the provisions of the Companies Act 2013 it is mandatory for the
corporations covered under the act to perform their social responsibility.
Noncompliance with social norms may attract various restrictions and penalties
which may prove harmful to the further image as well as for the profit of a
business. Various laws are there in India that are to be compulsorily followed
by the corporate sector to get favour from the government Such as the pollution
Control Act, investors protection act, factories act etc.

16.6

ARGUMENTS AGAINST SOCIAL RESPONSIBILITY

1 The profit motive of business:
Business is considered an economic activity, the main function of which is to
earn profit. It is being argued by the opponents of corporate social
responsibilities that a huge amount of profit is dispersed towards the corporate
social responsibility which is the function of the government and not of the
business.
1. Lack of professionalism:
It is argued by the opponent that unprofessional management having a lack of
skill and competence are not able to find a solution for the social problems due
Odisha State Open University, Sambalpur

Page 10

to even after spending a huge amount social responsibility cannot be fulfilled
and that will lead to a financial loss to the enterprise
2. Cost-benefit analysis
While fulfilling the corporate social responsibility a business has to incur a huge
amount for which the cost-benefit analysis is difficult to calculate in the short
run. However, it can be calculated in long run but that is not considered to be
suitable by the opponent for small enterprises
3. High cost
A huge amount is shifted towards the social benefit by the corporate which may
result in increasing the cost of production. This can lead to higher prices, low
wages, low profit and increased cost push-up.
4. Inefficient utilization of resources
It is known to everyone that resources are scarce and every business
organization has to make optimum utilization of resources to gain the desired
amount of profits. If the resources are diverted for the benefit of the society then
there will be fewer resources available for the use of the business. This will lead
to two sub-optimal utilization of resources.

16.7

CSR PRINCIPLES

In the ministry of corporate affairs, the Government of India in 2009 has issued
voluntary guidelines on corporate social responsibilities The United Nations Human
Rights council in 2011 has adopted “the United Nations guiding principles on business
and human rights” that India has endorsed. Accordingly, the ministry of corporate
affairs released a set of new guidelines in the year 2011 named national voluntary
guidelines on social environmental and economic responsibilities of business these
guidelines were expected to guide the business enterprises on responsible business
conduct. After revision and updating in the year 2018, the new principles which are
called national guidelines on responsible business conduct have been proposed. These
guidelines proposed 9 principles of business responsibilities which are referred to as the
nine thematic pillars of business cities. It includes
Odisha State Open University, Sambalpur
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Principle 1 Every business should conduct and govern itself with integrity and
in a manner that is ethical, transparent and accountable.



Principle 2 Businesses should provide goods and services in a manner that is
sustainable and safe.



Principle 3 Businesses should promote and respect the well-being of all
employees, including those in their value chains.



Principle 4 Businesses should respect the interests of and be responsive to all
their stakeholders.



Principle 5 Businesses should respect and promote human rights



Principle 6 Every business should respect and make efforts to protect and
restore the environment too.



Principle 7 Every business, when engaging in influencing public and regulatory
policy, should do so in a manner that is responsible and transparent.



Principle 8 Businesses should promote inclusive growth and equitable
development.



Principle 9 Every business should engage with and provide value to their
consumer in a responsible manner.

16.8

CSR MODELS

Following are the widely accepted CSR models:
1. Friedman Model – (1962–1973)
According to this model, a businessman does not have any other responsibility
toward society except the serve the shareholders and stakeholders. If a
businessman is performing his corporate duty, he is performing a social as well
as his moral duty.
2. Ackermann Model (1976) –
Internal policy goals and their relation to CSR have been emphasised in this model.
This model lays emphasises 4 stages of CSR


First of all, the manager gets to know the most common social problem
and then expresses their willingness to undertake a project which can
solve some of the social problems
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An intensive study of the problem is done for which experts are hired
and their suggestions are considered to make it operational



The project is taken up by the manager actively and intensive work on
the project begins



After evaluation of the project, issues are to be addressed

3. Carol model (1991) –
This is the most famous model which is based on 4 pillars:


Philanthropic requirements - This includes helping the poor through donations
and gifts. It is based on the principle of being a good global corporate citizen. It
ensures goodwill and social welfare.



Ethical responsibility- It is based on the principle of business ethics. Every
business is expected to follow the ethical and moral values to deal with all its
stakeholders



Economic responsibility- Every business has a significant economic
responsibility as all the activities of a business revolve around its profitability. A
business has to manage itself to maximise the shareholder’s value by paying
them a good return.



Legal responsibility- Every business has to obey the laws of the land. Corporate
social responsibility also comes under the purview of legal responsibility along
with moral duties

4. Redman model –
This model is also known as the environmental integrity and community health
model. Many corporate in the US has adopted this model which states that by
contributing toward social and environmental integrity, there will be a greater
expansion opportunity this model states that healthy people can work more
efficiently and can earn more does corporate sector must contribute towards human
health to become more beneficial.
5. Corporate citizenship modelAccording to this model corporate citizenship requires the fulfilment of some
social responsibilities. To be a good corporate citizen a firm has to satisfy the
following conditions:
Odisha State Open University, Sambalpur
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Sustainable economic performance



Consistent satisfactory performances



ethical actions

6. Social behaviour Stockholders and stakeholder’s model –
Productvists believe that the only aim of a business is to maximise profit
whereas progressivists believe that corporate behaviour is motivated by selfinterest and should have the ability to transform the society for good.
Philanthropists believe CSR is dominated by moral obligations and there is no
scope for self-interest. Ethical idealism is concerned with sharing of corporate
profits for human welfare. This model is a combination of all the ideologies.
7. A new model of CSRThe new model of CSR has been framed by taking into consideration all the
previous models. It deals with building a long-lasting relationship with the
community at large by retaining the community's core values. It deals with
creating community awareness and returning the community to our society with
what it has taken it is based on the principle of sustainable development.

16.9 CSR THEORIES



Neo-classical theory:

The neo-classical theory is characterised by profit maximisation. According to this
theory, the only social responsibility of a corporation is to increase its profit. This
theory further state that the corporate executive and other employees of the business are
the agents and the owners are the principles. The agent had to serve the interest of the
principal if they are spending money for a social purpose that will not lead to an
increased shareholder value. Thus, according to the neo-classical theory CSR is
considered as wasting someone else’s money further benefits general society. Thus, an
increase in the value of shareholders is considered to be a social investment for the
business.


Stakeholder theory
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This theory is based on the assumption that a corporation is not only responsible to each
shareholder but also to its stakeholder. Stakeholders are those persons or groups who
have a stake in the firm and their general life is being affected by the corporation. The
stakeholders may be internal such as shareholders, customers, employees or suppliers.
And external such as government, competitors and environmentalists. In this theory
Lays emphasises not only the benefit of the shareholders but also of the stakeholders.


The pyramid of corporate social responsibility

According to this theory, there are four kinds of social responsibilities of a business
namely economic, legal, ethical and philanthropic. These four categories are part of the
CSR pyramid of a corporation. The base of the pyramid is the economic responsibility
of a firm with deals with maximisation of profit and maximum earnings per share. The
next category is the legal responsibility that provides the firm is expected to obey the
laws framed by the constitution. Connect is the ethical responsibility that deals with
moral and ethical norms. At the top of the pyramid is philanthropic responsibility which
deals with active participation in social and charitable activities. A corporate which acts
according to these four pillars of the pyramid can be considered a good corporate
citizen.


Integrative social contract theory

This theory is based on the social contract between business and society. Under this
contract, society expects that the business should operate sustainably and responsibly.
This theory is based on three important fundamentals. The first one is universal, moral
and ethical norms which are the foundation of every social contract. The second
fundamental is based on general principles which set limits on social contracts. While
the third one is to determine the justifying conditions for the creation of the microsocial contract.

16.10

DIFFERENT DIMENSIONS OF CSR

The dimensions of all CSR can broadly be classified as internal and external. This can
be explained with the below-mentioned explanation:
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External Dimensions

*Management

*Environmental Issues

*Employees

*Community
Development

*Shareholders

*Customers and
Consumers

*Business Ethics

*Vendors and Suppliers
*Child Labour

*Corporate Governance
*Work Place Issues

Internal Dimensions

* Human Rights

Internal Dimensions


Management

The success or failure of every organisation largely depends on the capabilities of its
management. The management of a corporation needs to be competitive progressive
effective and visionary. They are the persons who are accountable to the stakeholders
of the business. It is important for the management to understand the social need and
fulfilled all the social responsibilities of the business. The management should adopt
good management practices which include returning to the society for what they have
taken from it.


Shareholders

Shareholders are one of the most important stakeholders in any business organisation.
They are the investors, who expect a return from the investment they have made. The
shareholders should also in turn make their contribution towards the attainment of the
objective of corporate social responsibility by the business. They should encourage
CSR practices in the corporation.
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Employees

Employees are treated as the backbone of an organisation. It is the efforts of the
employees which bring success to any business organisation. They are not only a
stakeholder but also an integral part of the society and the environment in which the
business operates who stop it is not only the responsibility of the business to care for
the welfare of the employees but also every employee must take care of the society.


Business Ethics

The corporation needs to understand ethical behaviour for its success. Although it is
difficult to prescribe standard ethics for any organisation they can be set according to
the nature and objectives of the business. The objective of any business should not be
limited to maximising profits but also to serving society in the right way. This makes a
business a good corporate citizen.


Corporate governance

The term corporate governance in India is of recent origin but it is a long-term duty to
play in the creation of a healthy and transparent organisation. Corporate governance
assigns the duty through the management to conduct the business legally, honestly and
with a high degree of integrity. It enables the rules and procedures to be framed and
conducted transparently. The concept of corporate governance is largely responsible for
the creative corporate consigns to attain sustainable development. Good corporate
governance is significantly needed for a well-defined social performance of any
business which leads the corporations to fulfil their corporate social responsibility.
External dimensions


Community development

India is a developing economy with around one-third of its population living below the
poverty line. Despite having a large number of valuable resources, a major part of India
is still living in backward areas with no or low levels of basic amenities. While the
developed nations are focusing on major environmental issues like carbon credit, global
warming, climate change etc. through the share of their CSR funds, India and other
Odisha State Open University, Sambalpur
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developing nations have to still focus on the provisions of basic needs to their
population. Thus, community development becomes an essential part of CSR activities
in India. It includes primary, secondary and adult education, women empowerment,
poverty alleviation, drinking water, basic health issues etc. on which a major portion of
CSR funds is shifted.


Human Rights

Human rights play a vital role in community development which makes it very
important from the point of societal cause. Investments are to be planned by the
businesses in such a way that they must not violate human rights. CSR activities must
be done to protect human rights.


Environmental Issues

Growth of the global industrialization has become a cause of various environmental
issues like global warming, climatic changes, carbon emission etc. This has attracted
the attention of global leaders alarmingly. Business organizations have to focus on
sustainable development keeping in view the environmental requirements of the future
generations. Many companies and NGOs are engaged in addressing various
environmental issues like pollution control, cleanliness, ecological balance,
afforestation, water conservation etc.


Consumers

The creation of awareness amongst the consumers is also an integral part of the CSR
activities of the business. Consumers should be educated and made aware of the
existing policies of the business and the requirements of society and the environment.
They should follow ethical practices such as boycotting the products promoting child
labour, the products which increase global warming and are non-biodegradable etc.
various organizations like FICCI, ASSOCHAM etc. must come forward for increasing
awareness and protect the interests of the consumers.
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16.11

FORMS OF CSR

Among all the forms of CSR, the most widely accepted model is the model given by
Carroll and Buchholtz. This model is known as the “Four-Part Model of Corporate
Social Responsibility”. According to Carroll, CSR is a multi-layer concept consisting of
four inter-related aspects of responsibilities namely economic, legal, ethical and
philanthropic. These aspects are presented as the consecutive layers of a pyramid.
Let us discuss the four layers:

Economic Responsibility
The first layer of the CSR pyramid deals with the economic responsibility of a business
which is a must for the growth and survival of any business. A corporation has to meet
its economic responsibilities in terms of fair compensation to the employees, reasonable
return to the investors, goods at a reasonable or fair price to the customers etc.
Economic responsibility serves as the basis for meeting the other dimensions of CSR.
Legal Responsibility
The second layer consecutive to economic responsibility is the legal responsibility that
deals with codifying do’s and don’ts in society. Abiding laws is the prerequisite for any
business to exist in society. The legal responsibility demands that businesses follow the
rules and regulations made by the constitution of the country as well as some universal
Odisha State Open University, Sambalpur
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laws made from time to time. Violation of laws may lead to the shutdown of a business
permanently.
Ethical Responsibility
Ethics represents what is right, fair and just. Following the legal provisions is not alone
sufficient to make a business ethical or good for the society, the organizations must go
beyond the laws and contribute to the social well-being of the society as a part of their
normal activities to become ethical.
Philanthropic Responsibility
Philanthropy is a Greek word which means “the love of the fellow human”. This
responsibility of the organization is inclined towards the welfare of the employees and
other human aspects associated with the business. This includes the responsibilities
towards employees, local communities and ultimately the society at large.
Establishment and donations for charitable trusts, hospitals, education for the poor,
health and other facilities in backward areas etc. are covered under the philanthropic
responsibilities of a business.
16.12

FACTORS INFLUENCING CSR

Many factors, including the following, have led to increasing attention being devoted to
CSR:
1. Globalization coupled with a focus on cross-border trade, multinational
enterprises and global supply chains is increasingly raising CSR concerns
related to human resource management practices, environmental protection, and
health and safety, among other things.
2. Governments and regulatory bodies, legal prescription, and international
organizations such as the United Nations, the Organization for Economic
Cooperation and Development and the International Labor Organization have
developed declarations, guidelines, principles and other instruments that outline
social norms for acceptable conduct.
3. Advances in communications technology, such as the Internet, cellular phones
and personal digital assistants, are making it easier to track corporate activities
Odisha State Open University, Sambalpur
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and disseminate information about them. Non-governmental organizations now
regularly draw attention through their websites to business practices they view
as problematic.
4. Consumers and investors are showing increasing interest in supporting
responsible business practices and are demanding more information on how
companies are addressing risks and opportunities related to social and
environmental issues.
5. Breaches of corporate ethics have contributed to elevated public mistrust of
corporations and highlighted the need for improved corporate governance,
transparency, accountability and ethical standards. There is increasing
awareness of legal and regulatory initiatives to promote CSR. Citizens in many
countries demand that corporations should meet standards of social and
environmental care, no matter where they operate.

Businesses are recognizing that adopting an effective approach to CSR can reduce the
risk of business disruptions, open up new opportunities, and enhance brand and
company reputations.

16.13 LET’S SUM UP

Business and society are the two sides of a coin, each of which remains worthless
without the existence of the other. Business, on one hand, provides means to raise the
standard of living for the society but takes precious resources of society on the other
hand for its growth and survival. It is expected from every business that they should
operate sustainably while using the resources which belong to the society.
“Corporate social responsibility is 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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16.14 KEYWORDS


Corporate Social Responsibility: It is the responsibility of a business toward
society.



Cost-Benefit Analysis: Analysis of Potential rewards expected by incurring a
level of cost.



Stakeholders: All individuals who have a vested interest in the performance of
a business.



Corporate Governance: The system by which companies are directed and
controlled.

16.15 MODEL QUESTIONS

Short answer type:
1. Define CSR.
2. Write any three arguments in favour of CSR.
3. What are the four pillars of the CSR pyramid?
4. Write a note on the legal responsibility of a company?
Long answer type:
1. Define CSR. What are the factors affecting CSR?
2. Explain the dimensions of CSR.
3. Enumerate various theories of CSR.
4. Describe the history and evolution of CSR.
5. Explain the CSR model and principles.
6. What are the arguments for and against CSR?
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UNIT 17

STRATEGIC PLANNING

Structure:
17.0

Learning Objectives

17.1

Corporate Philanthropy

17.2

Role of Business Environment Protection

17.3

CSR & Corporate Governance

17.4

CSR and Organizational Brand Building

17.5

Globalization

17.6

Globalization & CSR

17.7

Social Responsibility towards different Interest Groups

17.8

Let us Sum up

17.9

Keywords

17.10 Model Questions

17.0

LEARNING OBJECTIVES

After studying this unit, you will be able to know


Role of business environment protection



Social responsibility towards different interest groups



CSR and Corporate Governance



CSR and Organisational Brand Building

17.1. CORPORATE PHILANTHROPY: A STRATEGIC CHOICE
Many businesses have played a significant role in their locality by providing various
financial and non-financial support. Philanthropy is considered the practice of making
charitable contributions by companies of all sizes and sectors for the benefit of society
as a part of their corporate citizenship strategy. In recent years several events and
strategies have changed the way of approaching philanthropy by the corporates.
Corporations use their charitable efforts to improve their competitiveness and goodwill
Odisha State Open University, Sambalpur
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in the global market. This not only helps them to grow and flourish in a significant way
but also fulfils the motive of serving society.
Corporate philanthropy creates a powerful competitive advantage for the long-run
business prospect if planned strategically.
The benefits of corporate philanthropy are discussed below:
1. Opportunities for innovationCorporate philanthropy can stimulate innovation in several ways. For example,
by providing grants to educational institutions, a company can be able to
generate many new ideas, and technical expertise and have access to recruiting
talented employees who can contribute significantly to the business.
2. Improved customer baseBy improving the economic and social conditions of the community through the
corporate philanthropy process, a company can create more customers in the
economy which will be beneficial for the entire corporate sector of the
economy.
3. Improved quality of lifeWith an improvement in the economic and social condition of the community,
by generating more employment opportunities and by increasing the number of
buyers the standard of living will get increased.
4. Brand recognitionCorporate philanthropy built a good reputation in the minds of the consumers
which promotes goodwill and helps in brand recognition.

17.2. ROLE OF BUSINESS IN ENVIRONMENTAL PROTECTION
Since the quality of the environment is important for all of us, we have a collective
responsibility to protect it from being spoiled.


Whether it is government, business enterprises, consumers, workers, or other
members of society, each one can do something to stop polluting the
environment.
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Government can enact laws to ban hazardous products.



Consumers, workers and the members of society can avoid using certain
products and doing things that are not environment friendly.



Business enterprises should, however, take the lead in providing their solutions
to environmental problems.



It is the social responsibility of every business to take steps not only to check all
sorts of pollution but also to protect environmental resources.

Business enterprises are leading creators of wealth, employment, trade and
technology. They also command huge financial, physical and human resources.
They also have the know-how to solve environmental pollution problems with a
preventive approach by controlling pollutants at the source. In most cases, a
modification or change in the process of production, redesign of equipment,
substituting poor quality materials with better ones or other innovative approaches
could greatly reduce or even eliminate pollution. Some of the specific steps which
can be taken by business enterprises for environmental protection are as stated
below:
1. A definite commitment by top management of the enterprise to create, maintain
and develop a work culture for environmental protection and pollution
prevention.
2. Ensuring that commitment to environmental protection is shared throughout the
enterprise by all divisions and employees.
3. Developing clear-cut policies and programs for purchasing good quality raw
materials, employing superior technology, using scientific techniques of
disposal and treatment of wastes and developing employee skills for pollution
control.
4. Complying with the laws and regulations enacted by the Government for the
prevention of pollution.
5. Participation in government programs relating to the management of hazardous
substances, clearing up of polluted rivers, plantation of trees, and checking
deforestation.
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6. Periodical assessment of pollution control programs in terms of costs and
benefits to increase the progress concerning environmental protection.
7. Arranging educational workshops and training materials to share technical
information and experience with suppliers, dealers and customers to get them
actively involved in pollution control programs.
17.3

CSR AND CORPORATE GOVERNANCE

The conceptualization of CSR was, initially, purely in terms of philanthropy or charity.
However, a fundamental shift has been seen from this philanthropy to an integrated
approach towards CSR which is gradually getting infused into companies’ corporate
governance practices. Corporate Governance as a concept has CSR embedded in it,
whereby companies not only consider their profitability and growth, but also the
interests of society and the environment by taking responsibility for the impact of their
activities on stakeholders, environment, consumers, employees, communities, and all
stakeholders. Other members of the public sphere. The basic premise is that when the
corporations get bigger, apart from the economic responsibility of earning profits, there
are many other responsibilities attached to them which are more non-financial/social.
Companies that practise good corporate governance are also those that are socially and
environmentally responsible. That is to say unless there is good governance it is quite
unlikely that there is a conscientious approach toward their social responsibility. Both
Corporate Governance and CSR focus on the ethical practices in the business and the
responsiveness of an organization towards its stakeholders and the environment in
which it operates.
17.4

CSR AS ORGANIZATIONAL BRAND BUILDING

Businesses are aware of the importance of the public, especially their target audience,
having a positive perception of them. Of course, their social responsibility, first and
foremost, is to deliver value for money goods/services, followed by providing perfect
after-sales support, customer service, involvement in civic causes, and generally
performing acts that demonstrate that the company cares about their customers, the
environment, and the society as a whole. In general, companies with good social
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responsibility policies get more and better media coverage, which is one way to get
good publicity. Getting coverage in the media by doing good deeds and generating
customer confidence is considered to be one of the best ways to create the brand image
of the company.
A company demonstrates by being socially responsible, that it incorporates ethical
practices in conducting itself, and how it does the business. Customers are becoming
more aware of the local, national and global issues, and there is no denying that their
decisions are now being greatly influenced by these matters. Therefore, they tend to
avail themselves of the goods & services from the companies that show their concern
and their action over issues that also resonates greatly with the customers. Businesses
regard their name and their brand to be one of their most valuable assets and, by
showing that they take their social responsibility seriously, they are also encouraging
the public to take them seriously. Consumers are willing to spend more money on the
products and services of a company that has proven itself to be socially responsible.
17.5

GLOBALISATION

Globalisation refers to the integration of world economies, culture, technology and
governance. It enables the free movement of goods, services and capital. It also
involves the transfer of information, labour, technology and graphical arbitrage
between developed and developing countries. Moreover, globalisation also has
religious social and environmental dimensions along with economic dimensions. As we
know that the world is changing dramatically, globalisation has an impact on every
dimension of the business environment whether it is the economic, political, socialcultural or technological environment. It has various opportunities and threats; the
question is how a company is sustainably adopting globalisation.
17.6 GLOBALISATION AND CSR
In the last few decades, globalisation has become the leading concept in business life.
It has its effect on the economy, business life, society, environment and almost all the
aspects of every corporation. Global corporations are characterised by increased
competition, rapid change in technology and information transfer, on one hand, makes
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it more challenging to survive in the market but on the other hand, if the business is
well managed then it will prove to be beneficial in terms of high profits, long term
survival and sustainability. Since corporations are a vital part of society they need to be
organised properly, therefore, it needs some social norms and it has to follow the rules
and principles of the society to survive in the long-run global market.
17.7

SOCIAL

RESPONSIBILITY

TOWARDS

DIFFERENT

INTEREST

GROUPS
Once the social objective of a business is recognized, it is important to know to whom
and for what the business and its management are responsible. A business unit has to
decide in which areas it should carry out social goals. Some of the specific
responsibilities and enterprise may be outlined as under:
1. Responsibility towards the shareholders or owners:
A business enterprise has the responsibility to provide a fair return to the
shareholders or owners on their capital investment and to ensure the safety of
such investment. The corporate enterprise on a company form of organization
must also provide the shareholders with regular, accurate and full information
about its working as well as schemes for future growth.
2. Responsibility towards the workers:
Management of an enterprise is also responsible for providing opportunities to
the workers for meaningful work. It should try to create the right kind of
working conditions so that it can win the cooperation of workers. The enterprise
must respect the democratic rights of the workers to form unions. The worker
must also be ensured of a fair wage and a fair deal from the management.
3. Responsibility towards the consumers:
Supply of the right quality and quantity of goods and services to consumers at
reasonable prices constitutes the responsibility of an enterprise toward its
customers. The enterprise must take proper precautions against adulteration,
poor quality, lack of desired service and courtesy to customers, misleading and
dishonest advertising, and so on. They must also have the right to information

Odisha State Open University, Sambalpur

Page 28

about the product, the company and other matters having a bearing on their
purchasing decision.

4. Responsibility towards the government and community:
An enterprise must have to the laws of the country and pay taxes regularly and
honestly. It must behave as a good citizen and act according to the wellaccepted values of society. It must protect the natural environment and should
avoid bad, effluent, smoky chimneys, and ugly buildings' dirty working
conditions. It must also develop a proper image in society through continuous
interaction with various groups of people.

17.8 LET’S SUM UP

Corporate Philanthropy: A strategic choice
Philanthropy is considered the practice of making charitable contributions by
companies of all sizes and sectors for the benefit of society as a part of their corporate
citizenship strategy.
The benefits of corporate philanthropy are discussed below:
1. Opportunities for innovation
2. Improved customer base
3. Improved quality of life
4. Brand recognition

Role of Business in Environmental Protection
Business enterprises should, however, take the lead in providing their solutions to
environmental problems. It is the social responsibility of every business to take steps
not only to check all sorts of pollution but also to protect environmental resources.
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CSR AND CORPORATE GOVERNANCE
Corporate Governance as a concept has CSR embedded in it, whereby companies not
only consider their profitability and growth, but also the interests of society and the
environment by taking responsibility for the impact of their activities on stakeholders,
environment, consumers, employees, communities, and all stakeholders.

CSR as Organizational Brand Building
Businesses regard their name and their brand to be one of their most valuable assets
and, by showing that they take their social responsibility seriously, they are also
encouraging the public to take them seriously. Consumers are willing to spend more
money on the products and services of a company that has proven itself to be socially
responsible.

Globalisation
Globalisation refers to the integration of world economies, culture, technology and
governance. It enables the free movement of goods, services and capital. It also
involves the transfer of information, labour, technology and graphical arbitrage
between developed and developing countries.

Globalisation and CSR
Since corporations are a vital part of society they need to be organised properly,
therefore, it needs some social norms and it has to follow the rules and principles of the
society to survive in the long-run global market.
Social Responsibility towards Different Interest Groups
Responsibility towards the shareholders or owners
Responsibility towards the workers
Responsibility towards the consumers
Responsibility towards the government and community
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17.9

KEYWORDS



Philanthropy: The practice of making charitable contributions.



Business Ethics: The values a company upholds throughout its operations.



Globalization: Integration of world economies, culture, technologies and
governance.

17.10

SELF-PRACTICE TEST

Short answer type:
1. Define philanthropy.
2. Define globalisation.
3. Define corporate governance
Long answer type:
1. Corporate philanthropy creates a powerful competitive advantage if planned
strategically. Explain.
2. Explain the role of business in environmental protection.
3. How does CSR contribute to brand building?
4. What are the social responsibilities of CSR towards various interest groups?
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UNIT 18

CSR UNDER COMPANIES ACT 2013

Structure
18.0

Learning Objectives

18.1

Introduction

18.2

CSR Policies

18.3

Eligibility Criteria

18.4

Let us Sum up

18.5

Keywords

18.6

Model Questions

18.0

LEARNING OBJECTIVES

After studying this unit, you will be able to know


CSR Policies under the Companies Act 2013



Eligibility Criteria of the Companies.

18.1. INTRODUCTION
There are many big entities which are engaged in performing their corporate social
responsibility, but not all the entities are engaged in it. Therefore, to encourage a large
number of companies towards the fulfilment of their social responsibilities it was
needed to make certain laws which can bind a group of corporates to meet their social
obligations. To make this possible the Government of India has introduced the mandate
of corporate social responsibility by adding provisions to the Companies Act, 2013. A
series of discussions were made by the Ministry of Corporate Affairs and the Indian
Institution of corporate affairs along with the companies to know their concerns to draft
rules to make it a law. Finally, after a detailed discussion, the Government of India
drafted the rules u/s 135 of the companies act 2013 on 27th February 2014 and after
being passed by both the houses of the parliament and with the consent of the President
of India the act was passed and it came into effect from 1st April 2014, making India,
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the first-ever country in the world to make the CSR expenditure mandatory by the
notified companies covered under section 135 of the act. Soon after the passing of the
act in the year 2015-16 the total amount spent by Indian Companies amounted to rupees
8185 crores which increased to Rs. 20,150.27 crores in 2018-19, 24,688.66 crores in
2019-20, however, due to the pandemic arising out of Covid breakdown in the year
2020-21 it fell to Rs. 8,828.11. India stands in a very significant position in the world in
terms of its CSR spending and future vision toward global CSR contribution.
18.2.

CSR POLICIES AND ACTIVITIES

Corporate social responsibility according to the policy is not merely compliance but a
commitment to support initiatives that measurably improve the lives of the
underprivileged by one or more of the following focus areas as notified under section
135 of the Companies Act 2013 and companies' corporate social responsibility policy
rules 2014
1. Eradicating hunger, and poverty end malnutrition, promoting preventive
healthcare and sanitation, including contributing to the Swachh Bharat Kosh and
making available safe drinking water. It also includes a contribution to the clean
Ganga fund set up by the central government for the rejuvenation of the river
Ganga.
2. Promoting education, including special education and employment enhancing
vocation skills, especially among children, women, elderly and the differently
unable and livelihood enhancement project.
3. Promoting gender equality, empowering women, setting up homes and hostels
for women and orphans, setting up old age homes, daycare centres and other
facilities for senior citizens and measures for reducing inequalities faced by
socially and economically backward groups.
4. Reducing Child Mortality and improving maternal health by providing good
hospital facilities at low cost and also low-cost medicines.
5. Providing hospital and dispensary facilities with more focus on clean and good
sanitation to combat human immunodeficiency virus, acquired immune
deficiency syndrome, malaria and other diseases.
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6. Ensuring environmental sustainability, ecological balance, protection of flora
and fauna, animal welfare, agroforestry, conservation of natural resources and
maintaining the quality of soil, air and water.
7. Employment enhancing vocational skills.
8. Protection of national heritage, art and culture including restoration of buildings
and sites of historical importance and works of art, setting up public libraries,
and promotion and development of traditional arts and handicrafts.
9. Measures for the benefit of armed forces veterans, war widows and their
dependents.
10. Training to promote rural sports, nationally recognised sports, other sports and
Olympic sports.
11. Contribution to the prime minister’s National Relief Fund or any other fund set
up by the central government for social-economic development and relief and
welfare of the scheduled caste, the scheduled tribes, other backward classes,
minorities and women.
12. Contributions or funds are provided to technology incubators located within
academic institutions, which are approved by the central government.
13. Rural development projects etc.
14. Slum area development.
The list mentioned above is illustrative, not exhaustive. All the activities under the CSR
should be environmentally friendly and also be socially acceptable. The above theatre
activities shall be undertaken by the company according to its stated CSR policy. It
does not include
1. CSR activities of the company for a business run in the normal course.
2. CSR activities outside the territory of India or abroad.
3. CSR activities are conducted for the welfare of the employees and their
families.
4. Any political party contribution, whether directly or indirectly as defined under
section 182 of the act.
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18.3 ELIGIBILITY CRITERIA
Section 135 of the Companies Act 2013 makes it mandatory for the below-mentioned
companies to spend at least 2% of the average net profit on CSR activities. It is applied
in case of the companies having


.The minimum net worth of rupees 500 crores



Turnover up to 1000 crores



Net profit of at least five crores

During any financial year.
The provision of section 135 also extends to the following


An average of the previous three financial years' profit after tax will be taken
into consideration for the calculation of 2% of CSR



The CSR policy of a company should ensure that the surplus arising out of a
CSR activity will not become part of business profits.



The CSR policy should specify that the CSR corpus must include the following
1. 2% of average net profit
2. Any income arising thereof
3. Surplus arising out of CSR activities



The companies may collaborate or can pool resources with other companies to
undertake the CSR activities.



All companies falling under the provisions of section 135 should report in the
prescribed format, the details of their CSR initiatives in the directors’ report and
on the company’s website.



In case a company fails to spend 2% of its average net profit, the reason for
doing so should be mentioned in the annual board report.
d.

CSR and taxation

It is the responsibility of a welfare economy to spend the amount collected from people
via tax, for the welfare of the society and the economy at large. The modern corporate
society is socially responsible and can take care of societal development by making
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itself engaged in various CSR activities. However, these CSR activities need to be
supervised so that money can be spent properly in those areas in which it is needed.
A rebate of 10% is allowed to the corporate organisations on their CSR expenditures. If
it is spent for the following:
1.

Old home foundation and management.

2.

Donations for the areas affected by natural calamities through any government
bodies.

3.

Development and welfare of mentally or physically disabled people.

4.

Development or setting up of educational institutions for street or homeless
children.

5.

Amount spend on building houses for the people living in slums.

6.

Donations to a social organisation which are involved in building public
awareness about woman's right and the dowry system.

7.

Donations to organisations that are involved in the welfare of homeless and
orphaned children.

8.

Donations to organisations that are involved in the search for liberation war and
welfare of freedom fighters.

9.

Donation toward the improvement of coverage facilities in Chittagong hill track,
alluvial and, river breakage areas.

10.

Donations to an organisation providing treatment of hare-lipped, cataract, cancer
and leprosy.

11.

Donations to organisations serving for the treatment of the acid victims.

12.

Donations towards specialised hospitals established for serving poor people.

13.

Donation to any public university

14.

Donations towards and promotion of technical and vocational education for poor

15.

Donation for the establishment of lab, IT training, computer and English
education to any government organisation and other educational institutions.

16.

Donations to organisations promoting technical and vocational education for
unskilled or semi-skilled workers.
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17.

Donation to organisation data engaged in infrastructure development and training
for national level sports.

18.

Donations to build or repair national level museums that are established in the
memory of the liberation war.

19.

Donation to any non-profitable organisation that is engaged in treatment,
increasing awareness and rehabilitation of HIV aids or intoxication affected
people.

20.

Donation to any national-level institution which is set up in the memory of the
father of the nation

21.

Donation to any non-profitable private organisation established for the welfare of
women and children saved from human trafficking.

22.

Donation to a government-approved fund that is established for any unique
disaster order arranging any tournament or any national event.

18.4

LET’S SUM UP

The government of India has introduced the mandate of corporate social responsibility
by adding provisions to the Companies Act, 2013. A series of discussions were made
by the Ministry of Corporate Affairs and the Indian Institution of corporate affairs
along with the companies to know their concerns to draft rules to make it a law. Finally,
after a detailed discussion, the Government of India drafted the rules u/s 135 of the
companies act 2013 on 27th February 2014 and after being passed by both the houses of
the parliament and with the consent of the President of India the act was passed and it
came into effect from 1st April 2014, making India, the first-ever country in the world
to make the CSR expenditure mandatory by the notified companies covered under
section 135 of the act.

CSR Policies and Activities
Focus areas are notified under section 135 of the Companies Act 2013 and companies'
corporate social responsibility policy rules 2014.
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Eligibility Criteria
Section 135 of the Companies Act 2013 makes it mandatory for the below-mentioned
companies to spend at least 2% of the average net profit on CSR activities. It is applied
in case of the companies having


The minimum net worth of rupees 500 crores



Turnover up to 1000 crores



Net profit of at least five crores

During any financial year.
CSR and Taxation
A rebate of 10% is allowed to the corporate organisations on their CSR expenditures.
18.5


KEYWORDS
Human Trafficking: Use of force, fraud or coercion to obtain some type of
labour or physical work.



Rebate: A partial refund of the cost of an item.



Independent Director: A non-executive director of a company having no
material interest associated with the company

18.6

MODEL QUESTIONS

Short answer type:
1. Give an account of CSR law in India.
2. What are the eligibility criteria for spending on CSR activities?
Long answer type:
1. What conditions are to be fulfilled for availing the benefits of taxation from
CSR activities?
2. Give an account of CSR policies and activities.
3. What are the eligibility criteria for CSR funds? Which activities form a part of
CSR?
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UNIT 19:

CSR COMMITTEE
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19.0

LEARNING OBJECTIVES

After studying this unit, you will be able to know


Composition of CSR Committee



Functions of CSR Committee



Responsibilities of Board towards CSR Committee

19.1 COMPOSITION OF CSR COMMITTEE
According to section 135(1) all the Companies Act 2013, the CSR provisions apply to
the companies which fulfil any of the following criteria during the immediately
preceding financial year


The net worth of rupees 500 crores or more



Turnover of 1000 crores or more



Net profit of rupees 5 crores or more
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Every such company is required to constitute a CSR committee of the board. The
committee must consist of at least 3 or more directors with at least one independent
director.
Where a company is not required to appoint an independent director under section
149(4), it shall have two or more directors on its CSR committee In addition to this rule
5(1) of CSR rules exempt unlisted public companies and private companies that are not
required to appoint an independent director from having an independent director as a
part of their CSR committee.
In the case where a private company has only two directors on the board, the CSR
committee is constituted with these two directors. The CSR committee of a foreign
company shall comprise at least two persons, wherein at least one or more person
should be a resident in India and the other person nominated by the foreign company
19.2

EXEMPTIONS

Section 135(9) of the companies’ amendment act 2020 provides an exemption from the
requirement to constitute a CSR committee for the companies covered under section
135(5) of the acts in the case where the amount spent by such companies does not
exceed rupees 50 Lakhs in a financial year. In such cases, the functions of the CSR
committee shall be discharged by the board of directors of that company.
19.3

NON APPLICABILITY

Every company that ceases to comply with the provisions of section 135(1) of the act is
not liable to constitute a CSR committee. It can be explained in the following manner:
Any company having


net worth is less than rupees 500 crores or more



turnover is less than Rs. 1000 crores or more
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Net profit is less than rupees 5 crores or more is not required to constitute the
CSR committee.

19.4

DISCLOSURE

Section 135 (2) of the Act provides the requirement that the composition of the CSR
committee shall be disclosed in the board's report. Further, rule 9 of the act mandates
the display of the following details on the website of the company for public access
1. Composition of CSR committee
2. CSR policy
3. Projects approved by the board
Although there is no legal obligation to provide the project outlays on the website but it
is advisable to mention the amount allocated for the projects approved by the board as a
good disclosure practice and to maintain transparency.
19.5

FUNCTIONS OF THE CSR COMMITTEE

The CSR committee serves the following functions:
1. Formulate a CSR policy based on the approach and direction given by the board
2. Recommend a CSR policy to the board
3. To select, implement and monitor the activities to be undertaken by the
company as specified in schedule 7 of the act to recommend the amount of
expenditure to be incurred on CSR activities.
4. To formulate and recommend to the board, an Annual action plan in per cent of
the CSR policy of the company including the following:


The list of approving CSR projects or programmes



How search projector programmes can be executed



The modalities of utilisation of funds for such projects or programmes



The reporting and monitoring mechanism for the CSR programmes and projects



The details of need an impact assessment

5. To recommend any changes, if needed in the action plan with reasonable
justification
6. To monitor the CSR policy of the company from time to time.
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19.6 RESPONSIBILITIES OF THE BOARD TOWARDS CSR COMMITTEE
In addition to the responsibilities of the committee the board of directors shall have the
following responsibilities towards the CSR committee:
1. To consider and approve recommendations made by the CSR committee
disclose the composition of the CSR committee, CSR policies and projects
2. To approve the annual action plan recommended by the CSR committee.
3. To make amendments if required in the annual action plan by providing
reasonable justification.
4. To ensure that the activities included in the CSR policy of the company are
efficiently undertaken by the company.
5. To monitor the implementation of ongoing projects concerning the approved
timelines.
6. To ensure smooth implementation of the project by allocating required funds as
decided by the joint actions of the committee and the board.
7. To ensure that the company spends at least 2% of the average net profits the
company made during the three immediately preceding financial years. In case
the company has not completed three financial years since its incorporation, the
company shall take into consideration the immediately preceding financial years
4% of its CSR policy.
8. To satisfy that the fund so disbursed has been utilised for the specified CSR
purposes.
9. To ensure that the administrative overheads do not exceed 5% of the total CSR
expenditure of the company in any financial year.
10. In case the company is unable to spend the decided amount for CSR activities
during a particular financial year, it must specify the reasons for non-spending
of the amount in its report as per section 134.
11. To undertake impact assessment through an independent agency if required.
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19.7

LET’S SUM UP

Composition of CSR Committee
According to section 135(1) all the Companies Act 2013, the CSR provisions apply to
the companies which fulfil any of the following criteria during the immediately
preceding financial year


The net worth of rupees 500 crores or more



Turnover of 1000 crores or more



Net profit of rupees 5 crores or more

Every such company is required to constitute a CSR committee of the board. The
committee must consist of at least 3 or more directors with at least one independent
director.
Exemptions
Where the amount spent by such companies does not exceed rupees 50 Lakhs in a
financial year. In such cases, the functions of the CSR committee shall be discharged
by the board of directors of that company.
Non Applicability
Any company having


Net worth is less than rupees 500 crores or more



Turnover is less than Rs. 1000 crores or more



Net profit is less than rupees 5 crores or more is not required to constitute the
CSR committee.

Disclosure
Rule 9 of the act mandates the display of the following details on the website of the
company for public access
4. Composition of CSR committee
5. CSR policy
6. Projects approved by the board
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Functions of CSR Committee
1. Formulate a CSR policy based on the approach and direction given by the board
2.

Recommend a CSR policy to the board

3. To select, implement and monitor the activities to be undertaken by the
company as specified in schedule 7 of the act to recommend the amount of
expenditure to be incurred on CSR activities.
4. To formulate and recommend to the board, an Annual action plan in per cent of
the CSR policy of the company.
5. To recommend any changes, if needed in the action plan with reasonable
justification
6. To monitor the CSR policy of the company from time to time.

Responsibilities of the board toward the CSR committee
The board shall appoint, approve, amend, monitor and implement the committee and its
recommendations.

19.8


KEYWORDS
Impact Assessment: measuring the effectiveness of the organisational activities
and judging the significance of changes.



Public Company: A company, the share of which is freely transferable to the
public through an initial public offering having a minimum number of 2 and no
limit on maximum members.



Foreign Company: Anybody corporate incorporated outside India.

19.9 MODEL QUESTIONS
Short answer type:
1. Which companies require the mandatory formation of a CSR committee?
2. Which companies are exempted from constituting a CSR committee?
3. Which documents are available by a company’s CSR policy for public access?
4. Which companies are not applicable to make its CSR committee?
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Long answer type:
1. What are the responsibilities of the board towards the CSR committee?
2. Give an account of the creation and functions of the CSR Committee?
3. Give an account of the composition of the CSR committee.
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