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Abstract

Corporate Social responsibility (CSR) is a critical concept that mandates businesses to operate
in a socially, environmentally, and economically sustainable manner. CSR goes beyond profit
maximization to include the well being of various stakeholders, such as employees, communities and
the environment. Various laws and regulations at national and international levels govern CSR. For
instance, Companies Act 2013 in India mandates certain companies to spend a percentage of their
profits on CSR activities. International guidelines, such as the UN Global Compact and OECD
guidelines for Multinational Enterprises, provide frameworks for ethical and sustainable business
practices. These legal measures aim to standardise CSR activities, ensuring accountability and
transparency. Beyond legal obligations, businesses are expected to adhere to moral principles that
foster trust and loyalty among stakeholders. Effective corporate governance is crucial for
implementing CSR. This involves establishing policies and procedures that align with CSR goals,
ensuring that directors and officers uphold these responsibilities. Good governance frameworks
support ethical decision-making and accountability, promoting long-term sustainability. Legal CSR
frameworks provide several benefits, such as enhanced reputation, risk management, and operational
efficiency. However, challenges exist, including the costs of implementation, measuring impact, and
balancing diverse stakeholder interests. Furthermore, varying global standards can complicate the
consistent application of CSR practices. Emerging trends in CSR legislation indicate a shift towards
greater accountability and sustainability. As global cooperation increases, businesses are likely to face
more comprehensive and stringent CSR requirements. Companies must stay ahead of these trends to
maintain compliance and capitalize on new opportunities for sustainable growth. The importance of
this study is to understand the concept and origin of CSR, legal obligations and ethical
considerations.To reach up the goal researchers have adopted secondary method.

Keywords: Corporate governance, Corporate Social Responsibility, Future trends in CSR, Ethical
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Introduction

Origin of CSR Concept

Corporate Social Responsibility refers to the concept that businesses have a duty to contribute
positively to society and operate in an ethical and sustainable manner. This responsibility goes
beyond the traditional obligation to maximize profits for shareholders, encompassing broader
considerations for the environment, communities, employees, consumers and other stakeholders.

In ancient times, businesses often engage in philanthropy and ethical practices motivated by religious
and moral beliefs. For example in ancient India, merchants would donate to public works and
charities, influenced by Hindu and Buddhist principles. The Industrial revolution in 18" & 19"
Centuries brought about significant economic growth, but also led to poor economic conditions, child
labour and environmental degradation. This period saw the emergence of social reformers and
philanthropists like Robert Owen and Andrew Carnegie, who advocated for better working conditions
and the welfare of the workers.
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The early 20™ century saw the rise of progressive movements and labour unions demanding better
working conditions and corporate accountability. After World War 11, the concept of CSR began to
take shape more formally. The 1950s and 1960s saw the publication of seminal works on business
ethics and corporate responsibility. Howard R. Bowen's 1953 book, "Social Responsibilities of the
Businessman," is often considered one of the first comprehensive treatments of CSR, suggesting that
businesses have an obligation to pursue policies and make decisions beneficial to society. The 1970s
marked a significant shift with the introduction of the term "Corporate Social Responsibility™ into the
business lexicon.

In recent decades, globalization, environmental concerns, and social activism have further expanded
the scope of CSR. Companies are now expected to go beyond philanthropy and integrate social and
environmental concerns into their business operations and interactions with stakeholders. Concepts
like sustainable development, corporate citizenship, and environmental, social, and governance (ESG)
criteria have become integral to modern CSR practices.

Corporate Social Responsibility (CSR) in India has its roots in ancient times but has significantly
evolved in recent decades. The concept of CSR in India can be traced back to ancient texts and
traditions. The idea of "Dharma™ (duty) and "Dana" (charity) in Indian culture emphasized the
responsibility of the wealthy towards the less fortunate. During the colonial era, prominent
industrialists like Jamsetji Tata and Ghanshyam Das Birla practiced philanthropy and social welfare.
They contributed to education, healthcare, and social reforms, reflecting early CSR activities. In the
early years post-independence, CSR was influenced by the ideas of leaders like Mahatma Gandbhi,
who advocated trusteeship, where businesses act as trustees of public wealth.

However, formal CSR activities were limited, with companies focusing on basic welfare measures.
The economic liberalization of the 1990s marked a significant shift. With the opening up of the
Indian economy, businesses began to expand and compete globally, leading to increased awareness
and implementation of CSR activities. Companies started to integrate CSR into their business models,
often driven by the desire to enhance their corporate image and meet international standards. The
2000s saw a more structured approach to CSR. The government and various industry bodies
encouraged companies to adopt CSR practices. The Confederation of Indian Industry (CII) and other
organizations played a significant role in promoting CSR.

A landmark development in the history of CSR in India was the introduction of Section 135 of the
Companies Act, 2013. This made it mandatory for certain companies to spend at least 2% of their
average net profit for the past three years on CSR activities. This legislation positioned India as one
of the first countries to mandate CSR. Since the implementation of the Companies Act, 2013, CSR
has become an integral part of corporate governance in India. Companies engage in various activities
ranging from education, healthcare, environmental sustainability, rural development, and more. The
government also issues regular guidelines and amendments to ensure effective implementation and
reporting of CSR activities.

CSR- Legal Obligations

Within the context of modern corporate governance, the relationship between legal compliance and
Corporate Social Responsibility (CSR) is crucial in defining the ethical and practical boundaries of
contemporary businesses. As the global business environment evolves, companies are increasingly
held accountable not just for their financial performance but also for their social and environmental
impact. This shift has brought CSR and legal compliance to the forefront of corporate consciousness,
shaping how businesses view their role in society. Historically, CSR was often seen as an optional
activity that extended beyond legal obligations to include philanthropy and community engagement.
However, modern views on CSR go beyond charitable acts, requiring businesses to integrate social
and environmental responsibilities into their core missions, acknowledging the interdependence of
corporate success and public welfare.

Section 135(1) of the Companies Act 2013 states that the Board of Directors of every company for
which the CSR provisions apply must ensure that the company spends in every financial year at least
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2% of its average net profits made during the immediately preceding three financial years as per its
CSR policy. If the company has not completed three financial years since its incorporation, it must
spend 2% of its average net profits during the immediately preceding financial year as per its CSR
policy. Thus, section 8 companies must also establish a CSR committee and comply with CSR
provisions when it meets the specified net worth, turnover or net profits.

Legal compliance involves adhering to the rules and laws governing corporate activities, ensuring
companies meet basic legal requirements to avoid legal consequences. CSR, on the other hand,
involves a proactive commitment to ethical behaviour that goes beyond legal duties. The moral
foundations of CSR have evolved to reflect broader cultural trends toward social justice,
sustainability, and ethical business practices. Companies are increasingly aware of how their actions
impact social justice, the environment, and community well-being. This paper aims to demonstrate
how CSR, driven by moral commitments, has become a crucial factor influencing business behaviour,
encouraging organizations to assume responsibilities that exceed legal obligations.

CSR encompasses a wide range of elements, including social justice, environmental sustainability,
and community involvement, which often intersect with legal frameworks. The study explores how
companies can strategically integrate CSR efforts into their daily operations while complying with
various legal requirements. This involves using legal frameworks to enhance the positive impacts of
CSR initiatives, not just avoiding legal risks. While both legal compliance and CSR are committed to
ethical business practices, balancing the demands of the public and the law can be challenging and
requires careful planning and risk management. Several CSR aspects can harmoniously complement
legal compliance, such as sustainable resource management aligning with environmental regulations,
fair labor practices with employment laws, and responsible sourcing with anti-bribery and anti-
corruption legislation. Integrating social responsibility with compliance can reduce legal risks and
promote ethical business conduct.

India’s approach to CSR has evolved significantly, moving beyond voluntary initiatives to a more
structured and regulated framework. The introduction of Section 135 of the Companies Act, 2013,
which mandates certain companies to allocate a portion of their profits to CSR activities, marked a
significant shift. This provision underscores the statutory nature of CSR in India, applying to
companies that meet specific financial criteria. To comply with Section 135, eligible companies must
form a CSR committee, develop a CSR policy, and allocate a minimum portion of their profits to
approved CSR activities. The law provides a clear framework to ensure accountability, transparency,
and measurable societal impact.

The Tata Group, one of India’s oldest and most reputable companies, provides a compelling case
study for understanding the ethical and legal dimensions of CSR. The Tata Group’s approach to CSR
aligns with both legal requirements and ethical principles, drawing from a rich history of philanthropy
and social contributions. Tata Sons, the parent company of the Tata Group, consistently invests more
in CSR than legally required. The organization’s CSR activities span various areas, including
community development, healthcare, and education. Legally, the Tata Group’s CSR initiatives
comply with the Companies Act of 2013. It establishes comprehensive policies, maintains strong
CSR committees, and ensures transparent reporting in compliance with the law. Ethically, the group
incorporates sustainability, social responsibility, and community engagement into its core values. The
Tata Group’s long-standing commitment to societal well-being demonstrates a successful balance
between legal compliance and ethical imperatives. While the legal framework provides a foundation,
the proactive approach of the Tata Group goes beyond legal requirements, showcasing a genuine
commitment to community improvement.

CSR- Ethical Imperatives

Corporate Social Responsibility refers to a business model where companies integrate social and
environmental concerns in their operations and interactions with stakeholders. CSR goes beyond
regulatory requirements, aiming for a positive impact on society and the environment.
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Ethical imperatives in CSR highlight the moral obligations of businesses to act in ways that benefit
society and the environment, reflecting principles of fairness, justice, and respect.

Key Ethical Theories Supporting CSR

Deontological Ethics: Emphasizes duties and rules. Companies have a duty to act ethically, regardless
of the outcome.

Utilitarianism: Focuses on the greatest good for the greatest number. CSR initiatives should aim to
maximize overall happiness and well-being.

Virtue Ethics: Centres on the character and virtues of the individuals within the organization. It
promotes integrity, honesty, and ethical behaviour.

Core Ethical Principles in CSR

Accountability: Companies must be accountable for their actions and their impact on society and the
environment.

Transparency: Ethical CSR requires openness about company practices, decisions, and their social
and environmental impacts.

Fairness: Ensuring fair treatment of all stakeholders, including employees, customers, suppliers, and
the broader community.

Respect for Stakeholders: Recognizing and valuing the interests and rights of all stakeholders.

By integrating these ethical imperatives into their CSR strategies, companies can not only contribute
positively to society and the environment but also achieve sustainable growth and success.

Benefits of CSR

It builds brand loyalty and trust among consumers and stakeholders and thereby enhances company’s
reputation. CSR helps in mitigating legal and regulatory risks by adhering to ethical standards. It
attracts and retains talent through a positive work environment and corporate culture. It also increases
operational efficiency by encouraging sustainable practices that can lead to cost savings. It helps to
opens new markets and opportunities through innovation and responsible practices. Ethical CSR
enhances company reputation and fosters customer loyalty. It increases employee morale and attracts
talent who value ethical workplaces. Ethical practices can lead to sustainable business models and
long-term profitability. It also reduces legal and regulatory risks by adhering to ethical standards.

Challenges of CSR

1. Cost Implications - Initial investment in sustainable practices can be high.

2. Measurement and Reporting- Difficulty in measuring and reporting on social and environmental
impacts.

3. Balancing Interests - Managing diverse and sometimes conflicting stakeholder interests.

4. Global Standards - Variations in legal and cultural expectations across different countries.

5. Balancing Profit and Ethics- Navigating the tension between profitability and ethical
responsibilities.

6. Globalization- Managing ethical practices across different cultural and regulatory environments.

7. Green washing-Avoiding misleading claims about the environmental benefits of products or
practices.

However, implementing CSR in India faces challenges. One major issue is the lack of a one-size-fits-
all approach, as companies vary in size, industry, and resources. The lack of clear guidelines on
specific activities and the ambiguity around the definition of "what constitutes CSR" make it difficult
for businesses to navigate the complex landscape. Enforcing and overseeing CSR initiatives also
presents challenges. Although the law mandates reporting, there are concerns about the effectiveness
of oversight mechanisms. A robust monitoring and evaluation framework is essential to ensure
companies fulfil their CSR obligations and allocate funds to meaningful projects.

Kesari Mahratta Trust — (Copyright-2024) Volume-I, Issue-1, SEFTEMBER-2024 4|Page



Multi-Disciplinary Journal

ISSN No- 2581-9879 (Online), 0076-2571 (Print)
www.mahratta.org, editor@mahratta.org

Conclusion

CSR is increasingly recognized as a vital component of modern business strategy, as stakeholders,
including consumers, employees, investors, and governments, demand greater corporate
accountability and transparency. Today, CSR is widely recognized as a crucial aspect of corporate
strategy, influencing how companies operate and interact with their stakeholders, including
customers, employees, communities, and the environment. The concept of CSR in India has evolved
from ancient charitable practices to a legally mandated responsibility for companies. This evolution
reflects the changing socio-economic landscape of the country and the growing recognition of the role
of businesses in contributing to societal well-being.

To comply with Section 135 of the law, eligible companies must establish a CSR committee, develop
a CSR strategy, and allocate a minimum portion of their income to approved CSR initiatives. The law
provides a clear framework for CSR activities, ensuring accountability, transparency, and measurable
societal impact. However, implementing CSR in India faces challenges. One major issue is the lack
of a universal approach, as companies vary in size, industry, and resources. This complexity is
compounded by the absence of clear guidelines on specific actions and the ambiguity around defining
“what constitutes CSR.” Enforcing and monitoring CSR initiatives also present difficulties. Although
the law mandates reporting, there are concerns about the effectiveness of oversight mechanisms. A
robust monitoring and evaluation framework is essential to ensure companies fulfil their CSR
commitments and allocate funds to meaningful projects.
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*Ethical Imperatives*: Beyond legal obligations, ethical considerations drive CSR. Businesses are
expected to adhere to moral principles that foster trust and loyalty among stakeholders. Ethical CSR
practices include fair labor conditions, environmental stewardship, and community engagement.
These practices often reflect a company's values and culture, going beyond compliance to embody a
commitment to societal good.

*Corporate Governance*: Effective corporate governance is crucial for implementing CSR. This
involves establishing policies and procedures that align with CSR goals, ensuring that directors and
officers uphold these responsibilities. Good governance frameworks support ethical decision-making
and accountability, promoting long-term sustainability.

*Benefits and Challenges*: Legal CSR frameworks provide several benefits, such as enhanced
reputation, risk management, and operational efficiency. However, challenges exist, including the
costs of implementation, measuring impact, and balancing diverse stakeholder interests. Furthermore,
varying global standards can complicate the consistent application of CSR practices.

*Future Trends*: Emerging trends in CSR legislation indicate a shift towards greater accountability
and sustainability. As global cooperation increases, businesses are likely to face more comprehensive
and stringent CSR requirements. Companies must stay ahead of these trends to maintain compliance
and capitalize on new opportunities for sustainable growth.
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In summary, CSR and the law together create a robust framework for businesses to operate ethically
and responsibly. While legal obligations provide a foundation for CSR, ethical imperatives inspire
companies to go beyond compliance, fostering a culture of sustainability and social responsibility.

Introduction
Corporate Social Responsibility refers to the concept that businesses have a duty to contribute
positively to society and operate in an ethical and sustainable manner. This responsibility goes
beyond the traditional obligation to maximize profits for shareholders, encompassing broader
considerations for the environment, communities, employees, consumers and other stakeholders.
o Define Corporate Social Responsibility (CSR).
o Importance of CSR in contemporary business practices.
e The role of law in enforcing and encouraging CSR.
e Outline of the paper.
Section 1: Understanding CSR
o Definition and history of CSR.
e Theoretical foundations of CSR.
o Different models and approaches to CSR (e.g., Carroll’s CSR Pyramid).
Section 2: Legal Framework for CSR
e Overview of laws and regulations governing CSR at national and international levels.
o Examples of national regulations (e.g., India’s Companies Act 2013).
o International guidelines (e.g., UN Global Compact, OECD Guidelines for
Multinational Enterprises).
o Case studies of countries with explicit CSR laws.
Section 3: Corporate Governance and CSR
e The role of corporate governance in implementing CSR.
o Legal responsibilities of directors and officers regarding CSR.
e How corporate governance frameworks influence CSR practices.
Section 4: Ethical Considerations in CSR
e The ethical imperatives driving CSR beyond legal requirements.
e The relationship between ethics and law in CSR.
o Examples of ethical CSR practices.
Section 5: Benefits and Challenges of Legal CSR
o Benefits of legal frameworks for CSR (e.g., accountability, standardization).
e Challenges in implementing and enforcing CSR laws.
e The impact of legal CSR on small vs. large corporations.
Section 6: Case Studies
e Detailed examination of several companies’ CSR initiatives.
e Analysis of how these initiatives align with legal requirements.
e Successes and failures of these initiatives.
Section 7: Future Trends in CSR and Law
e Emerging trends in CSR legislation.
o Predictions for future legal developments.
e The role of international cooperation in shaping CSR laws.
Conclusion
e Summary of key points discussed in the paper.
e The overall impact of legal frameworks on CSR.
e Recommendations for policymakers and businesses.
References
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