
Corporate Social Responsibility (CSR)

Corporate Social Responsibility (CSR) is a business model where companies work to benefit
society and the environment. By embracing CSR, companies contribute to societal improvement
and enhance their brand image. CSR includes managing environmental impacts, upholding
ethical standards, engaging in philanthropic activities, and fulfilling financial responsibilities.
These efforts aim to create a sustainable and responsible future. In India, CSR is mandatory
from April 1, 2024, for certain companies under section 135 of the Companies Act, 2013,
serving the social, environmental, and economic development of the country. This article
provides detailed information regarding corporate social responsibility, including its benefits,
objectives, scope, etc.

What is Corporate Social Responsibility (CSR)?

Corporate Social Responsibility is a business approach involving companies integrating
social, environmental, and ethical considerations into their operations and
decision-making processes. It goes beyond profit-making to encompass the impact a
company has on society and the environment. CSR aims to create positive change and promote
sustainable development by addressing social issues, protecting the environment, and
supporting community initiatives. Corporate social responsibility meaning encompasses a
strategy that helps businesses build trust and maintain a positive brand reputation.

Objectives of Corporate Social Responsibility

The principles of corporate social responsibility comprise ethical and sustainable practices that
serve the community. Below, we have given the list of objectives of corporate social
responsibility,

● Promote Ethical Business Practices: Ensuring that business operations are conducted
in a fair, transparent, and ethical manner that respects human rights, environmental
sustainability, and community welfare.

● Enhance Brand Image and Reputation: Building a positive corporate image through
active engagement in social causes can increase customer loyalty and investor
confidence.

● Contribute to Sustainable Development: Supporting long-term economic, social, and
environmental sustainability by addressing poverty reduction, climate change, and
resource management.

● Support Community Development: Investing in local communities by providing support
in education, healthcare, infrastructure, and employment opportunities.



● Foster Employee Engagement and Satisfaction: Encouraging employees to
participate in CSR initiatives can enhance job satisfaction, morale, and organisational
commitment.

● Adhere to Legal and Regulatory Requirements: Ensuring compliance with local and
international laws and regulations related to environmental protection, labour standards,
and social welfare.

This is the scope of corporate social responsibility companies should work upon to serve the
community while making profits.

Benefits of Corporate Social Responsibility

Here are some of the benefits of corporate social responsibility,

● Improved Brand Reputation: Demonstrates commitment to ethical practices and
environmental responsibility, enhancing brand image.

● Attraction and Retention of Talent: Engages employees and attracts top talent
motivated by working for socially responsible companies.

● Enhanced Customer Loyalty: Consumers prefer to support companies that contribute
positively to society and the environment.

● Risk Mitigation: Proactive CSR can reduce business risks by improving relationships
with stakeholders, regulatory bodies, and the community.

● Community and Environmental Impact: Contributes to community development and
addresses environmental issues, benefiting society as a whole.

● Long-term Sustainability: Builds a sustainable business model that aligns with
long-term goals of economic, environmental, and social sustainability.

What is the need for Corporate Social Responsibility?

The need for Corporate Social Responsibility (CSR) arises from the recognition that
businesses have a broader impact on society beyond just generating profits. It reflects
that companies should contribute to social, environmental, and economic development,
addressing issues like poverty, health, education, and environmental sustainability. CSR
ensures ethical business practices, helps build a positive brand image, attracts and retains
talent, and enhances customer loyalty. By proactively managing their impact, businesses can
mitigate risks, comply with regulations, and foster long-term sustainability. CSR is about
balancing profit-making with responsibility towards all stakeholders and the planet.



What are the Types of Corporate Social Responsibility?

Corporate Social Responsibility (CSR) encompasses various types, each focusing on different
aspects of societal and environmental well-being. Here’s an overview of the different types of
CSR:

Type 1: Environmental Corporate Responsibility

Environmental responsibility refers to an organisation’s commitment to sustainability and
environmentally friendly operations. More companies are prioritising sustainable practices to
minimise their carbon footprint and greenhouse gas emissions. This includes opting for
sustainable resources, reducing waste, and incorporating environmental considerations into all
business activities. Beyond business operations, companies can extend their environmental
responsibility by encouraging employees to take eco-friendly actions in their daily routines.

Type 2: Ethical/Human Rights Social Responsibility

Ethical responsibility involves a company’s commitment to ethical business practices that uphold
human rights principles. This includes fair treatment of all stakeholders, adherence to fair trade
practices, and providing equal pay. Businesses may speak up against human rights injustices
like child labour, and racial or gender discrimination and advocate for higher minimum wages.
Ethical responsibility can be endorsed by involving employees in processes that support these
values, fostering a culture of integrity and respect.

Type 3: Philanthropic Corporate Responsibility

Philanthropic responsibility refers to a corporation’s active efforts to improve society as a whole.
This often involves donating earnings to community causes through trusts or foundations.
Philanthropic initiatives enhance a company’s public image and engage employees through
giving schemes, including donation matching programs. These efforts can include local
community support, disaster relief, and educational initiatives, helping to build stronger
connections between businesses and their communities.

Type 4: Economic Corporate Responsibility

Economic responsibility focuses on making financial decisions with a commitment to doing
good. This may include investing in alternative energy sources, funding education programs,
and supporting local charities. Business leaders are encouraged to think beyond cost savings
and prioritise corporate citizenship in all financial decisions. Economic CSR aims to create a
positive societal impact while bolstering the company’s mission and long-term sustainability.



Difference between Business Ethics and Corporate Social
Responsibility

Leadline

Aspect Business Ethics Corporate Social Responsibility (CSR)

Definition

Business ethics refers to the moral
principles and values that govern the
behaviour of individuals and
organisations in the business
environment.

CSR refers to the practices and policies
that companies adopt to positively impact
society, the environment, and the economy
beyond their legal obligations.

Focus

Focuses primarily on internal conduct
and decision-making within the
company.

Focuses on external impacts and
stakeholder relationships, including
customers, employees, communities, and
the environment.

Scope

Narrower in scope, focusing on ethical
decision-making, integrity, honesty, and
fairness in business practices.

Wider in scope, encompassing ethical
business practices, sustainability,
philanthropy, environmental responsibility,
and community involvement.

Objective

Aims to maintain a company's
reputation and integrity through ethical
behaviour.

Aims to balance business objectives with
social and environmental responsibilities,
ensuring a positive impact beyond
profitability.



Measurement

Measured through compliance with
laws, regulations, and internal codes of
conduct.

Measured through specific initiatives,
programs, and outcomes related to social
impact and sustainability.

Primary
Concern

Concerned with the internal
consequences of business actions.

Concerned with both internal business
practices and external societal impacts.

Stakeholder
Involvement

Involves primarily the company’s
management and employees.

Involves a broader group of stakeholders,
including customers, suppliers,
communities, and the public.

Let’s get into specifics, the incorporation of corporate social responsibility in India, its
functioning, and the compliance requirements.

Brief Overview of Corporate Social Responsibility in India

Corporate Social Responsibility (CSR) in India is regulated by the Companies Act, 2013.
Companies that meet specific financial thresholds are required to comply with CSR rules,
ensuring they contribute to social development.

● Financial Thresholds: Companies with a net worth of at least 500 crore rupees, an
annual turnover of at least 1,000 crore rupees, or a net profit of at least 5 crore rupees
must adhere to CSR regulations.

● CSR Committee: These companies must form a CSR committee with at least three
directors, including at least one independent director. This committee oversees CSR
activities to align with the company’s values and societal needs.

● CSR Policy: A CSR policy must be approved by the board, published on the company’s
website, and included in its annual report. It outlines the company’s social goals and
planned CSR spending.

● CSR Spending: Companies are required to spend at least 2% of their average net profit
over the last three years on CSR activities. Failure to meet this spending requirement
can result in fines.

● Compliance: Companies must ensure that their CSR activities align with the policy. This
includes reporting outcomes transparently to stakeholders and authorities.

● Fines: Not complying with CSR requirements can lead to penalties, which act as a
deterrent.



● Unspent Funds: Any unspent CSR funds must be transferred to specific
government-designated funds, such as the Prime Minister’s National Relief Fund, within
set deadlines.

CSR in India promotes responsible corporate behavior and sustainable development, benefiting
both the company’s reputation and society.

Conclusion

Corporate Social Responsibility (CSR) in India is an essential business practice that goes
beyond profit-making to encompass social, environmental, and ethical considerations. By
integrating CSR into their operations, companies contribute to sustainable development and
community well-being. The Indian Companies Act, 2013, mandates certain companies to
comply with CSR regulations, including forming a dedicated committee, establishing a CSR
policy, and allocating funds for social causes. These measures ensure that businesses not only
focus on financial growth but also play a role in addressing societal challenges.


