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Abstract 

This case study on Indian Corporate Social Responsibility (CSR) systems for funding Community 

Service Organizations (CSOs), conducted through a systematic literature survey and primary data 

collected from thirty Indian rural CSO functionaries in Maharashtra, regarding their perception, 

understanding of the CSR system, and preparedness for its utilization. The researchers conducted 

a systematic literature survey to identify gaps in the system. Researchers find that the Indian 

context has global insights with local actions. Minor CSOs functionaries working in rural areas 

are unaware of the mandatory requirement for registration and the processes for accessing the CSR 

funds facility through the portal. Therefore, digital literacy and skilling need to be addressed 

through capacity building in Information and Communication Technology. There is a need for 

training to upskill CSOs.  The revolution in Indian CSR processes, brought about by timely 

amendments to the Companies Act, has impacted and initiated a new era of social development.  
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Introduction 

This research study examines the complex realm of Corporate Social Responsibility (CSR) in 

India, particularly in relation to the various legal requirements outlined in the 2013 Companies 

Act. By requiring CSR efforts from big firms, the act significantly changed the landscape of 

corporate governance, weaving social and environmental obligations into the very fabric of Indian 

corporate operations. The primary objective of this Case Study is to examine the role of CSR 

activities in supporting sustainable development and enhancing the well-being of community 

service organizations (CSOs), which are crucial to India's social economy. 

The Government of India’s groundbreaking decision to make CSR mandatory aimed to 

harness the potential of the private sector in addressing the nation's developmental challenges. 
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Before the law was passed, most CSR initiatives in India were undertaken voluntarily by 

businesses, which supported social welfare based on their unique corporate policies or charitable 

preferences. With an amendment to the Company Act, CSR became mandatory, requiring 

businesses to allocate a portion of their revenues to environmental and social welfare initiatives. 

This Case Study will review the development of the Indian CSR system, with a focus on 

the shift from voluntary donations to a formal legal obligation. It will explore the various facets of 

CSR initiatives, as outlined in the Act, encompassing gender equality, poverty reduction, 

education, and environmental sustainability. The analysis will focus on how these efforts impact 

operations and assess their alignment with both company objectives and broader societal needs. It 

aims to understand the perception of CSO functionaries, CSR practices and procedures, and 

innovations in CSR systems, and further to identify the gaps that need to be addressed to address 

the issues.  The CSR Committee usually promotes accountability and strategically aligns CSR 

initiatives with business objectives. It will assess how these committees influence the overall 

effective CSR programs by directing the creation, implementation, and reporting of CSR policies. 

This research will also focus on the compliance processes outlined by law and how effectively 

they ensure that CSR contributions have an impact and align with national development goals. 

This study offers insights into the challenges and opportunities presented by various aspects of 

CSR in India, within the context of the evolving legal framework. It aims to contribute to the 

broader conversation on how laws can impact business conduct and lead to significant social 

change by providing insights that can guide practice and policy in various international settings. It 

also aims to investigate the potential of utilizing mandated CSR to promote social fairness and 

sustainable development, in addition to fulfilling legal obligations.  

 

Case Methodology 

To understand the current scenario, practices, perceptions, initiatives, and challenges, as well as to 

identify gaps, an exploratory study was conducted using a systematic literature survey and a pilot 

survey. The population was randomly selected from thirty main functionaries of CSOs located in 

the state of Maharashtra. In this research, a rating scale and interview tools were used for data 

collection. Therefore, quantitative and qualitative data were gathered and analyzed accordingly. 

The extensive reviews were used to understand the current state of CSR and its practices. Reports 

of various educational institutions have been duly referred for the study. It is imperative to note 

that the most prominent contributions are imitated in this paper.  

 A systematic literature survey was done in this study. “PRISMA (Preferred Reporting 

Items for Systematic Reviews and Meta-analysis) provides guidelines to improve transparency, 

accuracy, completeness, and frequency of documentation in Systematic Reviews and Meta-

analysis” (Shamseer, L., Clarke, M., 2015). Hence, it is used for literature surveys. Figure 1 

illustrates the PRISMA diagram of the various stages involved in the systematic Literature review. 

Identification of journals, screening, and application of inclusion and exclusion criteria are the 

steps followed. 
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Figure 1 PRISMA Diagram of Literature Survey.  

 

Global Insights and Local Action 

Leadership commitments with financial aspects are a crucial aspect of the sustainable 

development efforts of Global Compact Participants in Asian countries. “In particular, we observe 

that the aims of this project have, to some extent, addressed some of the reported challenges of 

implementing CSR among the Indian business sector” (Arevalo, J.A., 2014). A key area of 

research is the exploration of CSR systems and their impact on funding for Community Service 

Organizations (CSOs), particularly for social entrepreneurs in India. Understanding how these 

frameworks operate in the Indian context is crucial, as perceptions of CSR continue to evolve 

globally, particularly considering the 2013 Companies Act's legal obligations. This case study is 

to identify the various challenges and hurdles that CSOs face in accessing CSR resources, as well 

as to evaluate the effectiveness of CSR funding in supporting these organizations. 

Prior studies on CSR in India present a heterogeneous landscape of implementation and 

impact, illustrating the varying approaches employed by different firms and the ensuing 

implications for social welfare and community development. This literature review compiles 

results from a variety of resources, including indexed and peer-reviewed journals, official 

government documents, and publications by researchers, as well as documents from Non-

Governmental Organizations (NGOs). The analyzed studies demonstrate the heterogeneity of CSR 

funding and practices, highlighting a substantial deficiency in systematic studies concerning the 

link between CSR activities and CSO sustainability. 

To ensure relevance and currency, the study's methodology involves a thorough evaluation 

of the literature sourced from databases such as Google Scholar, Scopus, and Web of Science. The 

primary focus of this research is on publications from the past decade. The focus on Indian CSOs, 
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effect evaluations of CSR funding, and applicability to CSR practices were among the selection 

criteria for the literature. With the aid of software tools designed for content analysis, this method 

facilitated the Qualitative analysis and a more detailed exploration of the themes and patterns 

present in the Indian CSR space. 

The trends in CSR financing are covered in the findings section, where it is noted that 

Indian firms place a significant emphasis on the health and education sectors, allocating less 

attention to rural areas compared to urban centers. Although CSOs receive a sizable amount of 

financing, it has been shown that the effectiveness and distribution of these funds differ 

significantly. Due to strict compliance standards and a misalignment between the goals of CSR 

efforts and the operational areas of CSOs, many CSOs encounter difficulties in obtaining funding. 

Considering the original research goals, these findings are discussed in the context of this 

debate. The analysis reveals that, although CSR has a significant impact on social entrepreneurs 

in India, the current structure is inefficient in several ways. These include discrepancies in the 

distribution of resources among various civil society organizations (CSOs) and an opaque process 

for selecting projects and allocating funding. The analysis's theoretical underpinnings helped place 

these problems within the larger socioeconomic context and offered suggestions on how policy 

and practice changes could improve the CSR initiatives. 

The complexity of CSR funding for CSOs stems from the stringent regulatory environment 

for foreign contributions, as highlighted by M.S. Sriram. According to Sriram (2020), "India’s 

draconian rules restricting foreign aid to civil society organizations exhibit a false sense of 

patriotism, portraying foreign conspiracies as a threat.” This restrictive policy stance not only 

hinders the operational flexibility of CSOs but also impacts their ability to deliver critical services 

in underserved areas. Sriram further critiques “the government's approach by illustrating the 

contradiction in its openness to foreign corporate investments while simultaneously stifling foreign 

aid aimed at social welfare. This paradox is detrimental to the welfare of the populace, whom the 

state cannot easily reach, thus exacerbating the challenges faced by CSOs in executing their 

missions effectively.” 

Furthermore, the participation of significant institutional collaborations in the GEF Small 

Grants Program is an interesting trend in community funding and CSR in India. The Small Grants 

Program (SGP) was implemented in India by the Ministry of Environment, Forests, and Climate 

Change in collaboration with the United Nations Development Programme through the GEF Small 

Grants Programme 2021. With its systematic approach to promoting socio-ecological resilience 

and sustainable livelihoods in key Indian landscapes, this initiative provides a robust model for 

CSR participation that aligns with international standards. 

The European Commission's new funding efforts demonstrate how recent developments 

are expanding the scope of CSR and CSO participation in India. With an emphasis on "increasing 

CSO capacity by developing or supporting existing CSO platforms, thereby enabling a coordinated 

approach and collective voice in developmental issues," the European Commission (EC) is 

awarding grants with the goal of "strengthening CSOs as independent actors of good governance 

and development in their own right" (European Commission, 2021). Participating in policy 

discussions, particularly in areas such as social inclusion, sustainable urbanization, and climate 

change, enables Indian CSOs to contribute to local governance. These initiatives represent a 

significant step towards integration, as they align with the Global Gateway Strategy and the EU-

India Partnerships. 

The increased emphasis on CSOs as essential components of development and governance 

programs underscores a shift toward more systematic and planned approaches to empowerment 
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and financing. “Strengthening the capacity of Indian civil society organizations to act as agents of 

good governance and development at the local, state, and national levels is one of the specific goals 

outlined in the European Commission's call for proposals, which serves as additional evidence of 

this” (European Commission, 2021). This program recognizes the crucial role that CSOs play in 

shaping policy discussions and implementing development initiatives across various sectors, while 

also emphasizing the need for enhanced capacity-building within these organizations. 

The way these multinational collaborations prioritize issues such as social inclusion, 

sustainable urbanization, and climate change indicates a sophisticated understanding of the 

challenges that India faces. These priorities emphasize a global cooperative effort to accomplish 

the SDGs, which align with them. “The inclusion of industries such as digitization, water 

management, and renewable energy in the EU's Global Gateway Strategy exemplifies the 

comprehensive approach required to address socioeconomic development and environmental 

sustainability” (European Commission, 2021). 

Moreover, the European Commission's capacity-building initiatives aim to enhance the 

operational and advocacy skills of CSOs, enabling them to participate in the development, design, 

and implementation of policies. Such programs are essential for establishing a more inclusive and 

democratic development process, in which CSOs play an active role in governance, in addition to 

being recipients of CSR funds. This Case Study's conclusion emphasizes the need for a more 

structured approach to CSR in India, recommending that laws be revised to ensure a fairer and 

more equitable allocation of resources. Simplifying funding procedures, increasing transparency 

in CSR activity, and promoting alliances that more closely align with CSOs' primary goals are a 

few possible improvements. Longitudinal studies that monitor the effects of specific CSR efforts 

over time should be the primary focus of future research to gain a more comprehensive 

understanding of the long-term benefits of these programs for community development. The Case 

Study's findings contribute to the understanding of the operational and strategic aspects of CSR 

and their impact on the long-term viability and effectiveness of community service organizations 

in India. 

 

Strengthening Local Philanthropy 

When considering global patterns, it is becoming increasingly apparent that increased 

financing for the Sustainable Development Goals (SDGs) requires targeted support. During an 

interview during the fourth Gift Summit on Philanthropy in Accra, Madam Levlyn Asiedu, the 

National Coordinator for Civil Society Organizations on SDGs in Ghana, reiterated this 

perspective. “As Ghana transitions to a lower-middle-income status and foreign donor funding 

begins to decline, she emphasized the importance of mobilizing local philanthropy to fill the 

financing gaps for the SDGs” (Asiedu, 2020). The transition to local funding sources is crucial to 

sustain the activities that drive the advancement of these global objectives. 

This strategy is crucial for India, where CSOs are rapidly facing comparable financial 

challenges, as well as in Ghana. Indian CSOs must build stronger local support networks to ensure 

the ongoing effectiveness of their projects as donor priorities shift. “A strategic shift is suggested 

by the call for local philanthropy, which could improve the sustainability of CSR funding and 

better align it with the needs and realities of the local communities these organizations serve. The 

observations made by Madam Asiedu highlight the possibility that domestic donors could 

revolutionize the SDG framework by filling the gap left by the reduction in foreign aid” (Asiedu, 

2020). 
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The advancements underscore the need to implement innovative financing approaches that 

align with the global trend toward more regionalized charitable endeavors. Learning from 

international peers can help Indian CSOs enhance their operational efficacy and financial stability 

as they navigate the challenges of CSR funding in a changing economic environment. In the 

context of changing social and economic challenges, this adaptable strategy is crucial for 

maintaining momentum towards achieving the SDGs. 

 

Global Impact and Strategic Partnerships 

It is imperative to acknowledge and incorporate the worldwide reach and collaborative 

endeavors of Indian CSOs into India's broader development cooperation framework, building on 

the foundations they have established. These organizations have made significant contributions 

not only in India and in other developing nations, particularly in Asia and Africa. This international 

collaboration aligns with the principles of South-South Cooperation. It aims to enhance the 

development of the member nations of the Global South by exchanging resources, expertise, and 

information. 

“Indian CSOs have successfully demonstrated their ability to collaborate beyond national 

boundaries by providing support and exchanging development ideas that align with regional 

needs” (Van Wessel, M., Naz, F., et al., 2021). They have made significant contributions to the 

fields of sustainable agriculture, healthcare, and education. The innovative ideas and grassroots 

initiatives that Indian CSOs are recognized for implementing, which are both scalable and 

adaptable in various contexts of other developing nations, greatly support these sectors. In 

strengthening bilateral relations, this cross-border expansion enhances India's standing as a key 

development partner in the Global South. 

However, India's stringent legal and regulatory frameworks often hinder the potential of 

these groups, limiting their operational capabilities and reducing their effectiveness beyond their 

borders. It is necessary to amend the current policies to create an environment that provides CSOs 

with greater flexibility and autonomy. These organizations are utilizing their resources and skills 

in international development cooperation by lowering bureaucratic barriers and increasing support. 

Additionally, the participation of Indian CSOs in international organizations, such as 

BRICS, has created new opportunities for influencing global policy and lobbying. Their 

involvement contributes to the discussion of various perspectives, particularly from the standpoint 

of civil society, which often emphasizes inclusivity and grassroots influence. This involvement is 

crucial for creating a more equitable global development agenda that genuinely considers the needs 

and aspirations of underprivileged populations in developing countries. 

Government-civil society relationships must be strengthened to leverage the strengths of 

Indian CSOs fully. Increased integration and coordination of efforts in international development 

projects could result from such collaborations. Indian CSOs can also play a specific role in bringing 

the country's innovations and developmental experiences to a broader audience. This may have a 

particularly significant impact on fields such as public health, renewable energy, and information 

and communication technology, where India has made notable strides. By leveraging their 

extensive networks and reputations within the local communities of other developing nations, 

CSOs can help tailor and implement these innovations to address specific local needs, thereby 

enhancing their adoption and impact. 

The way Indian CSOs are playing a more significant role in transnational development 

underscores a paradigm shift in India's approach to managing its foreign aid. Acknowledging the 

distinct role of these groups, with deep ties to the community and a nuanced understanding of 
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regional concerns, has the potential to enhance the efficiency of assistance provision significantly. 

India can enhance the overall sustainability of its programs by refining its aid strategies to be more 

context-specific and culturally sensitive, leveraging its experiences and insights. This is especially 

crucial in areas comparable to India in terms of socioeconomic status and culture, as these regions 

can significantly benefit from the strategies developed by Indian civil society organizations 

(CSOs). 

Furthermore, the participation of Indian CSOs in international policy-making forums, such 

as those hosted by the BRICS and other multilateral organizations, highlights the need for a more 

integrated approach to discussions on global development. Indian CSOs can utilize these venues 

to advocate for policies that prioritize the needs of the most vulnerable communities and to share 

knowledge from the grassroots level. Increasing the representation of CSOs in these forums not 

only enhances the quality of the discourse but also ensures that policies are developed with a 

thorough understanding of the challenges these communities face, leading to more lasting and 

successful outcomes. 

Supportive policies that facilitate more straightforward compliance with international legal 

norms, expedite financial flows, and enhance personnel mobility are also necessary to enhance the 

operational capacities of Indian CSOs to operate globally. Bureaucratic obstacles now hamper the 

ability of many CSOs to function effectively across borders. Simplifying these procedures and 

offering government support might enable these groups to grow in strength and influence, 

ultimately having a more significant impact on the world. Incorporating civil society as a valuable 

resource into the Indian government's foreign development plan would be demonstrated by such 

support. 

Lastly, there is a strong argument for more funding for civil society overall given the 

accomplishments of Indian CSOs in the global arena. Investing in the capacity building of these 

groups ensures a more robust civil society sector that can effectively support national and 

international development goals, while also enhancing their effectiveness. The Indian government 

should support this expansion by offering grants, enhancing training initiatives, and expanding 

opportunities for public-private partnerships. In addition to increasing India's development 

assistance, this will improve its diplomatic ties and soft power, promoting a more welcoming and 

cooperative global society that is committed to sustainable development. 

 

Lessons  

The Corporation Act 2013 imposes a special duty on large corporations to make significant 

contributions to CSR. It serves as a model that other countries should note. The Wharton study's 

findings, which showed that most businesses focused primarily on healthcare and education, 

suggest a tendency to gravitate toward industries that offer the highest apparent returns on social 

investment. The statement, "Most enterprises choose a narrow focus on similar projects, highlights 

the importance of expanding CSR initiatives to encompass less well-known but equally important 

areas, such as environmental sustainability and rural development (Gatignon & Bode, 2020). 

A crucial lesson for other countries considering similar CSR mandates is the significance 

of providing incentives for geographical and industry diversification, as demonstrated by the 

study's observation that CSR efforts tend to cluster around company headquarters. "We end up 

with a concentration of everyone doing CSR projects in the same places because there are more 

firms in these typically wealthier and more populous areas," Gatignon said, highlighting the 

necessity of policies that stimulate investments in less-developed areas (Gatignon & Bode, 2020). 
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To promote innovation and raise standards generally, policymakers should investigate 

frameworks that explicitly mandate or incentivize large companies and state-owned enterprises 

(SOEs) to take leading positions in corporate social responsibility. This Case Study's findings 

suggest a correlation between political influence and the distribution of CSR projects, raising 

questions about the impartiality and equity of CSR project placement. Policy makers must take 

this into account because it has an impact on public confidence and the credibility of corporate 

social responsibility initiatives. As Gatignon pointed out, "the states with the most CSR projects 

are also those where the BJP has a majority," highlighting the impact of political issues on CSR 

tactics (Gatignon & Bode, 2020). 

NGOs, government organizations, and local communities should all be in the effective 

implementation of CSR activities. In addition to expanding the scope and its impact of CSR 

programs, the multi-stakeholder ensures that the efforts are better aligned with the tangible aspects 

of the target communities. By interacting with a range of stakeholders, businesses can gain a deeper 

understanding of regional problems that they can utilize to customize their CSR initiatives more 

effectively. 

When considering the findings of the Wharton study, although CSR mandates, such as the 

one in India, can result in significant social investments, the actual effect of these programs 

frequently depends on how inclusively and strategically they are implemented. Gatignon suggested 

that "the potential implications of the paper's findings could be generalized to other settings, at 

least to some extent," supporting the implementation of laws that promote inclusive, diverse, and 

strategic social investments in addition to CSR compliance (Gatignon & Bode, 2020). This strategy 

is expected to yield more enduring community benefits and a higher social return on investment. 

 

Integrating into Indian Corporate Governance 

India’s initiative was the first among all other countries to establish CSR and integrate it 

into its corporate governance frameworks with the passing of the Companies Act 2013. According 

to the Company Act of 2013, "Corporate Social Responsibility is a continuing commitment by 

businesses to integrate social and environmental concerns in their business operations." This 

definition reflects the move from optional to required CSR initiatives. This change in legislation 

has compelled Indian businesses to view their CSR efforts as more than mere charitable 

afterthoughts and to align them with broader socio-economic objectives deliberately. 

The shift in the Indian context from philanthropic endeavors motivated by cultural, 

familial, and religious customs to a formalized aspect of corporate strategy is noteworthy. 

According to the Company Act of 2013, prior to its enactment, CSR initiatives in India had been 

viewed as a philanthropic activity, with a strong foundation in the social welfare philosophy 

promoted by Mahatma Gandhi. The 2013 Act further institutionalizes the idea that Indian firms 

will contribute to societal welfare, which is further supported by this historical framework. Section 

135 of the Company Act, 2013, outlines specific terms for certain companies, requiring them to 

set aside at least two percent (2%) of their average net profits for CSR activities. These obligations 

underscore the legislative intent to thoroughly integrate CSR into corporate operational 

frameworks, as outlined in the Company Act, 2013. The Act ensures that CSR programs are both 

purposeful and responsible by outlining the administrative structure through the creation of a CSR 

committee in addition to specifying the financial level. 

Crucially, the Companies Act of 2013 emphasizes accountability and openness while 

addressing the implementation, funding distribution, and reporting of CSR activities. Companies 

must periodically review their CSR Policy and recommend it to the Board as a CSR Policy, under 
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the Company Act, 2013. This legislative structure ensures that corporate social engagement (CSR) 

initiatives are not only planned but also tracked and adjusted as needed, demonstrating a flexible 

approach to CSR. 

Furthermore, requiring thorough reporting on CSR initiatives adds a level of scrutiny that 

helps companies match their actions with public expectations. Establishing a culture of 

responsibility, a company's annual report must specify the scenario for not spending the allocated 

amount if it does not spend the entire amount (Companies Act, 2013). This clause encourages 

businesses to assess their CSR plans and, if necessary, adjust them to better align with societal and 

corporate expectations. 

 

Regulatory Framework and Strategic Implications of CSR Under the Companies Act 

The Company Act of 2013, which made CSR essential in India, was a trailblazing decision 

that established a global standard for corporate governance. Companies meeting specific financial 

requirements are required by law to contribute a part of their income to corporate social 

responsibility initiatives. The Act establishes a rigorous and comprehensive framework for CSR 

governance. Companies must have a CSR committee consisting of a specified number of directors, 

at least one of whom must be independent. According to the Company Act of 2013, this committee 

is responsible for creating and recommending to the Board a CSR policy that outlines the initiatives 

and strategies the business intends to implement. The committee is also responsible for 

recommending the provision of funds for CSR initiatives and overseeing the implementation of 

the CSR policy. 

Notably, the Company Act limits the scope of CSR activities to the specific areas outlined 

in Schedule VII of the Act. These areas include eradicating hunger and poverty, promoting 

education, ensuring environmental sustainability, and enhancing vocational skills, among others. 

The specificity of these areas ensures that CSR activities have a focused impact on critical sectors 

of societal development. Schedule VII of the Company Act limits the range of CSR activities to 

those specified in that section. Among these are the eradication of poverty and hunger, the 

promotion of educational activities, the preservation of the environment, and the enhancement of 

vocational skills. The distinctiveness of these domains ensures that CSR initiatives have an impact 

on key sectors of societal development. 

The Companies Act of 2013 further emphasizes the importance of local participation in 

CSR initiatives. It states that although businesses should prioritize the community in which they 

operate, they should also be encouraged to undertake projects that will have a broader impact. This 

requirement aims to ensure that the benefits of CSR initiatives extend beyond the specific region 

in which the business operates, promoting broader societal development. Additionally, the Act 

requires thorough reporting and transparency regarding CSR initiatives. Annual reports from 

businesses must include information on their CSR initiatives, including the projects they have 

undertaken and the funds they have allocated. It gives openness, enabling stakeholders to assess 

the outcomes of the company's CSR initiatives. The CSR activities of firms are helpful for 

practitioners, investors, program implementers, policymakers, and the public. “They have 

generated a vast academic literature that spans multiple disciplines, implicating fundamental 

questions regarding corporate governance, the role of corporations in society, and the institutional 

design of public goods provision. It analyzes CSR activity using the quasi-experimental variation 

created by Section 135” (Dharmapala & Khanna, 2018).  

Nevertheless, the Act requires businesses to explain their annual report if they do not utilize 

the required amount for Corporate Social Responsibility (CSR). Companies are held responsible 
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for this clause, which also ensures they do not overlook their CSR. If the justification for 

underspending is not sufficiently disclosed, it may be subject to investigation and potentially harm 

one's reputation. The Companies Act's flexibility in implementing CSR enables businesses to align 

their CSR initiatives with their corporate strategy and key capabilities, generating shared value. 

Businesses can participate in socially conscious projects that also align with their corporate goals, 

potentially leading to synergies that enhance both company success and social impact. By 

encouraging businesses to incorporate Corporate Social Responsibility (CSR) into their business 

plans, this strategy enables Indian corporations to make social inclusion a key component of their 

operations. 

 

Enhancing Transparency and Accountability: National CSR Portal and the Ministry of 

Corporate Affairs (MCA) 

To encourage accountability and transparency in the implementation of CSR initiatives by 

businesses, the MCA, Government of India, has taken a significant step forward with the creation 

of the National CSR Data Portal. It serves as a centralized platform for the dissemination of CSR 

data and information submitted by registered businesses under the Company Act. This site 

facilitates the efficient monitoring and assessment of CSR projects throughout India, while also 

providing easy access to information. The portal facilitates a more straightforward evaluation of 

how these activities contribute to achieving the United Nations' Sustainable Development Goals 

(UN’s SDGs: 2030) by providing a comprehensive overview of how businesses fulfill their social 

responsibilities. The MCA administers the Company Act of 2013 and other relevant laws. It is also 

responsible for overseeing compliance with the law within the corporate sector. Through their CSR 

efforts, businesses ensure to make a positive contribution to societal welfare. To further support 

the organized development of ethical standards and professional standards within India's corporate 

landscape, the Ministry also supervises the operations of several professional bodies, including the 

Institute of Chartered Accountants of India (ICAI), Institute of Cost Accountants of India (ICAI), 

the Institute of Company Secretaries of India (ICSI), and the Institute of Chartered Accountants of 

India (ICAI). 

 

Critical Assessment of CSR Fund Utilization and its Impact on Social Development 

The Firms Act, 2013, which mandates the application of CSR, represents a revolutionary 

move for business practices in India by compelling firms to participate more actively in societal 

and environmental challenges. The law addresses a variety of social issues, from environmental 

preservation to poverty alleviation, by mandating that certain businesses allocate two percent (2%) 

of their three-year average net income to CSR efforts. Notwithstanding these good intentions, 

reports suggest that implementation has been uneven, with varying degrees of efficacy and 

compliance observed across different industries. The effectiveness of CSR legislation and its actual 

influence on social welfare are currently being debated (Ministry of Corporate Affairs, 2014). 

Since the law's enactment, several businesses have demonstrated an apparent unwillingness 

to fully adopt its spirit, instead opting to engage in CSR programs that closely align with 

governmental initiatives, such as the "Clean India Mission". These kinds of activities are 

beneficial, but they often overlook more strategic CSR targets that could lead to significant societal 

transformations. This has given rise to complaints that the CSR monies are not being utilized to 

start autonomous business contributions to societal welfare, but rather are being used primarily to 

align with government projects (Devex, 2021). The law's strict annual reporting requirements on 

CSR efforts are designed to promote greater accountability and transparency among businesses. 
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These reports must include information on CSR policies, projects, expenses, and any instances 

where financial responsibilities were not met. Particular attention is expected to be given to the 

next reporting cycle, which will provide insights into how businesses are interpreting and adhering 

to their legal CSR under the Company Act, 2013. 

Amid these changes, the significance of non-governmental organizations (NGOs) has 

grown. Partnerships with NGOs are encouraged by the CSR framework, as they are often better 

positioned to implement and oversee CSR initiatives. Drawing on the experience of NGOs in 

project management and community participation, this partnership is expected to enhance the 

quality and impact of CSR programs. These partnerships are expected to be further facilitated by 

the impending opening of the CSR Implementing Agency Hub by the Indian Institute of Corporate 

Affairs (IICA), which will offer an organized platform for businesses and NGOs to interact and 

collaborate on projects (IICA, 2021). 

Furthermore, the wide range of CSR initiatives mentioned in Schedule VII of the Company 

Act, 2013, demonstrates the variety of industries and problems that businesses may undertake, 

from combating hunger, livelihood, and poverty to promoting gender equality and funding rural 

sports. With numerous alternatives, businesses can tailor their CSR programs to align with their 

strategic objectives and core competencies, potentially yielding more lasting and meaningful 

impacts. Even with these procedures in place, thoroughly and successfully integrating corporate 

resources into significant social development remains a challenge for India's CSR scene. The 

usefulness of CSR as a tool for social transformation is still evolving as businesses, social 

enterprises, and non-governmental organizations (NGOs) navigate these opportunities and 

regulations, underscoring the complex relationship between social needs and corporate 

responsibilities. 

 

Legislative Foundations and Evolution of CSR in India 

India is the first nation to implement CSR laws on a legislative terms. This is an innovative 

methodology, which was made mandatory by the Company Act of 2013. This audacious move 

aims to direct corporate investment toward key sectors, including gender equality, poverty 

reduction, and education, reflecting a global trend toward integrating social and environmental 

objectives into business operations. “The fact that COVID-19-related health projects are now 

recognized as acceptable CSR endeavors, recognizing the nature of the issues and the need for 

prompt business response, adds even more weight to this legislation” (MCA, 2013). 

The Company Act's specific requirements, which mandate companies that meet specified 

financial criteria to allocate two percent (2%) of their revenues to CSR, highlight a systematic 

approach to encouraging business involvement in societal development. Nevertheless, the goal of 

this regulatory framework is not only to ensure compliance; it also aims to harness business 

creativity and managerial skills to address issues related to the public good. “By integrating CSR 

efforts into businesses' fundamental strategic management, this strategy aims to ensure that CSR 

extends beyond conventional charity” (MCA, 2014). 

Furthermore, the Act's non-compliance mechanism, which requires unspent cash to be 

transferred to a government-specified fund, adds a level of accountability and urgency to these 

initiatives. This strategy encourages the postponement of these social contributions while also 

guaranteeing that money designated for corporate social responsibility is used on schedule. The 

continuous evaluation and adjustments to these regulations reflect a changing regulatory landscape 

that aims to optimize the CSR framework in response to real-world issues and business input, as 

outlined in the Companies Amendment Act, 2019. 
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The importance of implementing agencies—especially non-governmental organizations—

in the larger framework of CSR in India has increased. The law encourages corporate partnerships 

with these organizations, as they possess the local knowledge and experience necessary to 

implement successful CSR initiatives. By ensuring that CSR programs are both legally compliant 

and designed with the actual needs of the community, this collaborative model aims to enhance 

the effectiveness of CSR initiatives (Company Act, 2013). “Corporate investment in CSR activities 

has increased significantly since the mandate was implemented, demonstrating the continued 

evolution of CSR in India. This pattern suggests that businesses are becoming increasingly 

committed to making substantial social contributions, in addition to complying with the law. These 

changes indicate a promising future for CSR in India, offering benefits for both businesses and 

society as a whole in the long run” (Ministry of Corporate Affairs, 2018). 

India's CSR framework, with its extensive legislative support and methodical execution 

approach, thereby provides a strong example for other countries contemplating comparable 

mandates. It highlights how legislation can have a profound impact on corporate behavior, 

fostering a more ecologically and socially conscious corporate culture. Incorporating these 

practices is expected to have a positive impact on both corporate governance and societal 

development as businesses continue to refine and enhance their CSR initiatives. 

 

CSR and the Companies Act: Transforming India's Corporate Governance 

The Company’s Act of 2013 has significantly altered the perception of corporate duties in 

India by redefining CSR. The Act requires certain businesses to undertake CSR initiatives on 

specified projects or socially relevant programs closely related to the activities listed in Schedule 

VII of the Act. “By integrating CSR into the core operations of qualifying businesses, which 

include those with sizable net worths, turnovers, or profit margins, this legislative framework 

ensures that it extends beyond volunteer endeavors” (Company Act, 2013). 

In India, CSR is defined by the Act as a complete integration of socially beneficial actions 

into company strategies, rather than only charitable giving. According to the law, every eligible 

business must invest in CSR initiatives equal to at least 2% of its average net profits over the 

preceding three years. The profits from the years a firm has been in existence are taken into 

consideration if it has not been three years since its incorporation. By closely linking business 

expansion to social contributions, this strategy aims to ensure a steady investment in societal 

development (MCA, 2014). 

The Board of Directors' duty is one of the most important ones for CSR governance, as 

stated in the Companies Act. The Board's responsibilities include establishing the CSR policy, 

ensuring that the activities being carried out fall within the Act's purview, and confirming that the 

yearly financial thresholds for CSR spending are met. Should the allocated sum not be utilized, 

the Board's Report should provide a thorough explanation, emphasizing the organization's 

commitment to transparency and accountability in its CSR initiatives (Company Act, 2013). 

To ensure that the numbers used to calculate CSR expenditure accurately reflect the 

company's financial activities, this section outlines the criteria for excluding and including items 

in the computation of net profits. A more systematic approach to corporate social responsibility is 

fostered by such specific requirements, which highlight the rigor with which CSR activities are to 

be planned and documented (Company Act, 2013). 

Companies that meet specific criteria are establishing a CSR Committee, underscoring the 

strategic importance of CSR. It is responsible for creating and overseeing the CSR policy, 

recommending spending, and ensuring that the initiatives implemented align with the stated policy 
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and the country's growth requirements. Ensuring that social activities are not merely reactive but 

also a well-planned component of a company's business strategy, the committee's role is crucial in 

integrating Corporate Social Responsibility into the core business framework of the organization. 

(Company Act, 2013). 

In addition to outlining CSR endeavors, this Act facilitates the establishment of a CSR 

Committee and requires the comprehensive disclosure of CSR expenditures. These clauses aim to 

promote greater corporate responsibility and enhance the transparency of CSR programs. To 

provide stakeholders with a clear understanding of their social impact projects, companies are 

required to publicly disclose their CSR policies, activities, and expenditures in their annual reports 

(MCA, 2014). 

The Company Act 2013 is a significant of legislation that will help institutionalize CSR in 

India. In addition to highlighting the corporate sector's role in addressing many issues, including 

social and environmental aspects, the Act integrates these efforts into the statutory framework, 

ensuring that CSR expenditures are a crucial component of corporate governance and strategic 

planning in India, as mandated for specific companies. 

Researchers collected data through open-ended questions related to the CSR funding and 

processes through virtual mode using Google Meet. The pilot CSO population selected to support 

this study consists of 30 individuals, including 20 from rural areas and 10 from urban areas in the 

state of Maharashtra. CSOs located in a taluka or tahsil are considered rural CSOs, while those 

located in the district are referred to as urban CSOs. Out of 20 rural CSO functionaries, only eight 

are aware of mandatory registrations to avail CSR funding, and are unaware of registration 

processes. All CSO functionaries from urban areas are aware of and familiar with these 

registrations. Although Maharashtra is the first-ranked state in availing CSR funds, only four 

functionaries utilized these funds for capacity development of youths and health awareness 

programs. The Ministry of Corporate Affairs’ the National CSR portal addresses the problem of 

identifying the right CSO for the correct program implementation to the greatest extent possible, 

ensuring proper exchange.  It is also found that most high-revenue companies have established 

separate entities, registered as CSOs, for dedicated social services. It elicits different perceptions 

among minor CSO functionaries, as they have limited capacity in implementing the program in 

specific geographical areas.    

 

Conclusion 

With the analysis of CSR in India, the Company Act of 2013 has had a substantial impact 

on the development of CSR in India, as per its legislative framework. This regulation has 

encouraged a more systematic approach to the contributions of CSOs, social enterprises, 

environmental organizations, and other stakeholders by mandating CSR efforts for larger firms 

and strategically connecting these operations to broader socio-economic goals. The focus on 

structured reporting and accountability helps firms navigate this regulatory labyrinth, promoting a 

more methodical integration of CSR into corporate strategies and enhancing transparency. This 

raises the possibility of a significant social impact, ensuring that efforts are not only in line with 

the law but also aligned with the needs of societal development. 

The CSR approach in India, particularly the emphasis on the sectors outlined in Schedule 

VII of the Act, underscores the importance of aligning business plans with national development 

objectives. Ensuring that CSR initiatives efficiently address the most pressing issues, such as 

environmental sustainability, education, and poverty reduction, depends on this alignment. 

Companies now need to engage in CSR in a way that is sustainable, measurable, and has a positive 
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impact. This is due to legislative efforts to make CSR a mandatory requirement. The continuous 

development of CSR policies and practices in response to the achievements and challenges 

encountered since the Act's passage suggests a proactive strategy for enhancing the framework to 

better meet the needs of the community and businesses. 

Furthermore, it is impossible to overstate the importance of the CSR Committee in ensuring 

that CSR policies are implemented effectively. This organization plays a significant role in guiding 

CSR projects from inception to completion, encompassing planning, implementation, and 

evaluation. The long-term viability of CSR programs depends on promoting an accountability and 

continuous improvement culture, which is fostered by the demand for thorough annual reporting 

on CSR operations. When these reports are made available to the public, they provide various 

valuable insights into the CSR policies of businesses, enhancing stakeholder understanding and 

promoting industry best practices.  

Ultimately, the incorporation of CSR into India's corporate governance structure serves as 

a model that other countries may adopt. The Indian model offers a robust framework for harnessing 

laws to direct business resources toward addressing pressing environmental and social issues. 

India's CSR strategy and corporations' increasing proficiency in executing these programs could 

yield significant insights for global CSR practices, with the potential to impact international 

standards and practices in corporate responsibility. This global view highlights the importance of 

scaling and adapting CSR initiatives in a manner that both complies with legal obligations and 

significantly advances the global agenda for sustainable development. 
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