Emerging CSR Scenario in India

Introduction

Over the years,
Corporate India has
playedasignificantrole
inthe socio-economic
development of the
country. Itsinnovative
approach, appropriate
technological inter-
ventions, skilled
manpower, geogra-
phical spread and the
capacity to compete
withthebestintheworld
has instilled much
confidence and hope
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Affairs way to becoming a
global super-power. Economicliberalizationinitiated at
the start of the decade of the 90’s has given much
impetustothis process. The developing world nowlooks
uptolndiatoprovide leadership onhowcorporatescan
integrate their efforts with the developmental processes
in the country in a seamless manner. This synergy is
criticalifany nationintendstoleverage the strength ofits
corporate sector for nation building.

Business and Development—Two sides of the same
coin:

The growth and expansion of corporate India has also
given an opportunity for businesses to unleash their
latent power, reach, scale of operations and core strengths
to contribute significantly to national developmentthrough
‘enlightened and need-based’ Corporate Social
Responsibility (CSR). Itishearteningtonote thatthrough
the years, some corporate houses have meaningfully
utilized this opportunity and have adopted innovative
ways to give back to society and the environment
throughtheir CSR activities. Theseinterventions have
been making a tangible difference and contributing
significantly to national development. Many of these
interventionsalsoprovide usefulinsightsintohowcarefully
crafted community intervention models can bring about
positive social change.

One, therefore, feels asense of hope and optimismthat
this progressionwill gain furthermomentum aswe move
togetherin partnership underthe provisions ofthe new
legislation being enacted through Section 135 of the
Companies Bill 2012. The enabling provisions of this
path-breakinglegislationalso have the potentialto make
asignificant contribution to corporate governance, since
CSRwillnowbedirectedrightfromthe vantage position
ofthe Board of every company that falls within the ambit
ofthis Billand the Annual CSR Reportwill be partofthe
Directors Reporteachyear.

Indian CSR — Our Agenda:

In a way, the dawn of a new era in Indian CSR is just
aroundthe cornerandthisisreasonenoughforall ofus
to be excited about the prospect of joining hands and
making it work. Itis important for us to realize that the
Indian CSR agenda must focus on our needs, our
requirements, our priorities. What must evolve is an
Indian model that addresses Indian concerns. It must
also be arrived at through a consultative process by
engagingwith allstakeholders. Todothis, the government
has been engaging in a constructive dialogue with all
concernedinan effortto arrive atthe most practical and
effective roll out.

Defining ‘Indian CSR’:

Variousdefinitions of CSR have beendoingtherounds
for much too long. In a way, this landmark legislation
givesusthe opportunity to lay atrestthis debate, and get
on with the task of doing our best to make a difference
-together. In light of this development we could define
IndianCSR as adedicated, professionalendeavorby a
corporate to assess the needs of the community and the
environmentthrough aconsultative mode, formulate a
CSR Policy as aresponse to this and initiate activities/
projects through measurable budgets and timelines
leadingtoimpactful sustainable development. Analert
CSR Committee of the Board of every such Company
must closely monitor its CSR Policy to ensure that it is
effective. This Policy may also need to be an organic
document, and could be periodically reviewed to be in
harmonywith changing societaland environmental needs.

How CSR can play a catalyticrole:

Itis estimated thatunder the provisions of Section 135,
about Rs. 9,000 - 10,000 crore per annum would be
available for CSR activities. This constitutesa minuscule
amountwhen comparedtothe governmentexpenditure
onsocialand community developmentthrough sectors
like education, health & family welfare, livelihoods etc.
Still, if effectively channelized, CSR efforts can firstly,
play a catalytic role leading to better utilization and
impact of government efforts and secondly, create
strong synergies with civil society organisations. If this
weretohappeninasustained mannerthroughtime and
space, the end benefits would be much more than the
sum of the contributions from all players. Also, re-
inventing of the wheel is likely to be avoided as
partnerships would lead to sharing of resources. This
means a more efficient utilization of ‘created’ resource
and its ‘timely’ delivery to the end beneficiary....awin-
win situation for all!

Creating shared value in a ‘mindful’ manner:

The value that business can bring to the table is more
fromempowering the disadvantaged sections of society
by mobilizing its organizational, managerial, and




innovative capacity to place them on a self-sustainable
path of development rather than mere philanthropy.
Meaningful scaled-up sustainable action is feasible if
linked to the context of business with a longer term
beneficial convergence. Today, we see that strategic
CSRisinvogueinsofarasitis helping companies make
profitable business out of societal needs. Having said
this,companiesengagedin‘creating shared value’ will
needtosuitably quantifyin‘measurable’ rupeetermsthe
social benefit accruing to the community even as it
generates commercial profit out of a societal need as
partofits business activity. This may require the setting
up of new accounting standards.....and above allavery
mindful approachtowards CSRthroughthisroute.

An opportunity for Corporate India to ‘reinvent’
itself:

Section 135 of the Companies Bill2012, isalandmark
legislationon CSR forour country. The new mandate will
provide ahealthy environmentforcorporate Indiato play
a more pro-active role in significantly contributing to
communitydevelopmentandenvironmentalconservation.
Thiswillbe possible evenas companies further develop
their businesses through responsible governance
processes. The provisions of the Bill will not stifle their
creativity. Rather, theywill provide arobust platform for
businessandindustry asthey plan, designandimplement
theirindividual CSRinterventions. The billgives enough
flexibility and space to work as well as unleash their
creativeandmanagerial spirit. Having said this, whatthe
new legislation would do is synergize efforts towards
achieving larger national development goals. We all
mustunderstandthathumanandfinancialresourcesare
scarce when compared to the enormity of human
developmentand environmental conservation tasks that
areathand. Collaboration and partnerships withinthis
newmandate will strengthenthe government’shandin
reaching outtothe massesinthe quickestpossible time
with maximum impact.

Technologyandsocial mediatoday keep people abreast
with latestknowledge andinformation, and communities
that have not been suitably benefitted from this growth
are becoming more and more uneasy aboutalopsided
model of developmentthat consistently excludesthem.
CSRgives corporates amechanismto bridge this chasm
through dedicated social-economic and environmental
interventions and also strengthenthe value oftheirbrand
inthe process.

Importance of ‘Prioritization’:

Schedule VII of the Companies Bill 2012 provides an
indicative listof areas thatrequire CSR efforts keeping
inview currentnational priorities. Companies may use
thisfor planningtheir CSRinitiatives, butare freetolook
into otherareasaswell. Itwillbe worthwhile tofocus on
certainkeyareasofnationalconcernratherthanspread
themselvestoothin. Thisshouldleadtobetterand more
focused impact in minimum time, thereby adding to
one’s belief that collective, collaborative efforts can

make a visible difference through CSR. Impactful
achievement of CSR goals canthus, only be arrived at
through proper prioritisation of efforts and effective
collaboration between corporates, governmentand civil
society. Such areas of work need to be identified and
early actiontakento strengthen our efforts and build faith
that CSR can deliver at scale.

Criticalrole of Industry Associationsand Chambers
of Commerce:

The active support and participation of business
associationsand chambersof commerceinthisunique
endeavour would be crucial for the CSR agenda to
succeed. They could act as hubs to further facilitate a
processofconstructiveengagementandcollective action
with their respective member organisations. Such
initiatives would go a long way in strengthening the
delivery and impact of CSR efforts across the country.
Feedbacks from such associations will provide useful
information onhowthe CSRrolloutis actually performing
on the ground, and this would help in taking up mid-
course corrections in the best interests of the country.

Role of Civil Society and NGOs in reaching the
‘bottom of the pyramid’ through CSR:

Letus alsorememberthat CSR and sustainability can
hardly be thought of without the active engagement of
civilsociety actors. Historically, civil societyand NGOs
have playedalimitedroleinthe CSR scenarioinIndia,
buttheyhave becomeincreasinglyimportantandrelevant
inrecentyears. The number of NGOs has grownrapidly
andthefreshemergence of civil society actors devoted
to CSR issues has allowed NGOs to play a far more
significant part. Today, civil society seeks to have
greaterinfluence on CSR efforts by actingaswatchdogs
andmonitoring business activities, bringing stakeholders
together for collaborative action on social issues and
partnering with businesses toimplement CSR programs.
Aswe goforward, letus also rememberthat civil society
institutions and NGOs have played an important role
particularlyingeneratingnewideasfor CSR. Muchofthe
thinking on what defines CSR and innovative CSR
approaches have originated from them. This trend is
likelyto continue and gain further momentum.

In times to come, NGOs would begin to play a pre-
dominant role in conceptualizing, designing and
implementing impactful development sector CSR
projects. As true representatives of grass-root
beneficiaries, itisthe NGO which ‘must’ presentthe ‘true
voice’' ofthemasses. OnlythencanIndian CSRbecome
‘need-based’leadingtodevelopmentofimpactful‘Models
of Socio-economic Intervention’ around which grant
proposalsfor CSR funding should be developed. For this
to happen, CSR executives would be required to
professionally engage with, and consult, NGOs as part
of their ground level strategy. This requires the
developmentofatrained cadre of CSR professionalsand
institutions such as the Indian Institute of Corporate
Affairs need to take the initiative in this matter.




This is likely to rub-off and lead to forging of genuine
Public-Private Partnerships (PPPs) between the
Corporate, the Governmentandthe NGO. The national
developmentplanning and implementationwouldthen
become more ‘bottom-up’ratherthantopdriven.

Thus, Indian CSR hasthe golden opportunitytobecome
aunique three-way combination that can significantly
contributetothe process of ‘welfare’ reachingthe ‘real’
beneficiary at the ‘bottom of the pyramid’. The Indian
NGO wouldthenhave played awatershedrole to make
this work.

Social Entrepreneurship — Endless possibilities for
innovation to ‘gain scale’ and bring widespread
‘positive change’:

Social entrepreneurs are daring people who provide
innovative,andoftenout-of-the-box, solutionstosociety’s
crying social, economic and environmental problems.
Many of the issues they confront are often hidden from
public glare and so remain unheard, but alive within
communities. The successful pilot efforts presented by
these people generally lack funding and technology
support, andtherefore the solutions usually getforgotten
withtime. The new CSR scenario presents awonderful
opportunity for these pioneersto join hands with other
stakeholder’'sto converttheir niche efforts, in alignment
withthe country’sdevelopmentagenda, intolarge scale
impactful projects and programmes that can perceptibly
impactcommunities and the environment. This canlead
to setting up of new Social Enterprise organisations
through CSR support that can be run on the ‘for-profit’
principle of sustainability.

CSRinitiativescanalso partnerexistingwell established
Social EnterprisesthatcanbecometheirImplementing
Agencies for delivering such development projects.
Thus, a ‘for-profit’ model of CSR delivery can gain
prominence and create shared value for business and
the community.

The ‘R&D connect’— CSR as the enabler:

As the new CSR agenda rolls out, Research and
Development (R&D) onthe dynamics ofthis process will
be anotherareathatcanhave asignificantimpactonthe
welfare of our country. Forthis, abaseline of CSRinthe
country needs to be taken up in partnership among
concerned institutions. The baseline would have to be
done across geographies and sectors. Adatum would
then be available against which we would be able to
measure the ‘change’ brought out by the rollout over
various periods oftime. Sector-wise analysis would also
befacilitatedin ordertomeasure outcomesandimpacts.
Another major source of analysis would be the data
generated at the level of the government as part of
mandatoryreportingonCSR.

Ifpositive correlationsare arrived at, itwould meanthat
the CSR Rulesthatwere framed by the governmentand
based onwhich CSR Policy of corporates was framed,
were on the right track. Else, mid-course corrections
would be needed to better align the CSR rollout with

nationalneedsandgoals.

This dynamics, and the data coming out of it, would
also provide awonderful opportunitytoresearchersand
academicianstodelve deepintoareasofhumanendeavor
that interest them, document these in the form of case
studies and books, and share them in the interest of
largerpublicgood. Thiswouldleadtothe developmentof
arepository of exhaustive development sector literature
thatcould be of much use tothe Planning Commission,
Government Ministries, CSR departments and
Foundations, NGOs, economists, development sector
institutions etc. Appropriate use of this literature can
meaningfullyinformthe evolving developmentplanning,
implementation andimpactassessmentof projectsand
programmes across the nation.

Thefacilitative and enabling role of the government:
The governmentdoes not propose to dictate the type of
CSRinterventionthatcompanies undertake. This should
remainthe prerogative of companies based ontheirown
understanding and assessment of community needs
andenvironmentalconcerns. Also,thegovernmentwould
like to repose trust on the corporates and believe that
theywillmeaningfully utilize the salient provisions of this
Billtodorealgood. Thereisnoreasonwhy genuineintent
willnotfind ways withinan enabling environmentthatthe
Bill seeks to provide. For this reason, the government
would give adequate leeway to industry and devise
practicalimplementation guidelines and self-reporting
compliance mechanisms.

The Indian Institute of Corporate Affairs (IICA) has
been mandated by the Ministry of Corporate Affairs
(MCA), Government of Indiato play a facilitative role in
ordertobringall players—corporates, government, civil
society and communities —together, in such away that
genuine and meaningful collaboration happens, re-
inventing of the wheel is avoided through informed
resource sharing, and national developmentistakenup
with greater momentum and efficiency in a mission
mode. To performthisfunction, the National Foundation
for CSR (NFCSR) has been set up at the IICA. The
NFCSR will work to constructively engage with all
stakeholders and facilitate the forging of effective
partnership models, develop adatabase of good CSR
practices, empanel outstanding NGOs and identify
community based projects that CSR can support. [t will
also work to prepare a cadre of Certified CSR
Professionals to develop efficient and robust delivery
mechanisms for CSR programmes in Companies and
NGOs.

‘Project’ based approachto CSR: An effective way to
measure spend and assessimpact:

The passage ofthe Companies Billwould bring abouta
regimewhere CSR activitieswould have tobe measured
inrupeeterms. Inorderto dothis effectively, Corporates
are encouraged to adopt a Project mode for their CSR
activities. An activity will qualify as a Project when it
includes a baseline survey, has a specific duration, is




allocated an earmarked budget, is monitored and is
objectively evaluated. A projectmode of CSR would not
only capture the outlays butalso help to emphasise the
outcomes and impactof CSR programmes. Successful
projects can be replicated as also scaled up through
effective partnerships.

Conclusion:

Itis a significant and path-breaking development that
CSRhasbeenincorporatedinthe CompaniesBill. This
givesus ahuge opportunity to do pioneering work and
showcase our efforts globally - especially in terms of
setting a standard in doing CSR thatismeasurablein
rupeeterms andimplementing aframework of mandatory
self-reporting.  If done the right way, India has the
potential to become a leader and a trend-setter in this

domain. Thisaspiration can be fulfilled only ifwe workin
partnership, collaborate and share.

What makes thiswhole new endeavour of usheringin
an era of concerted CSR especially difficult and
challengingisthatthere are no precedentsanywherein
the world. India is embarking on a solitary mission that
will set benchmarks and establish altogether new
credentials. Forthis experimentto succeed, we willneed
the commitment and understanding of the business
world, the expertise and watchfulness of civil society and
social entrepreneurs, and of course, a highly enlightened
andenablingregulatory frameworkwhichisbeing provided
by the government. If these work in tandem, then India
stands on the threshold of an age in which its united
strengths will be harnessed, to provide forits people, a
significantly better quality of life than ever before.




