Evolution of CSR in India

“Inafree enterprise, the community is not just another stakeholder in business butisin fact the very purpose of its

existence”

Starting fromthe times
of barter system to
today’s modernera, the
mankind hastroddena
remarkably long path.
The business houses
started realizing that
theywould havetorise
over and above the
profitability and take
care of all those
associated with their
survival in the society
directly or indirectly.
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templesand otherplaces ofworship, getting overphases
of famine and epidemics thus securing an integral
positioninthe society. Withthe arrival of colonial rulein
Indiafrom 1850s onwards, the approach towards CSR
changed. Theindustrial families ofthe 19th century such
as Tata, Godrej, Bajaj, Modi, Birla, Singhania were
strongly inclined towards economic as well as social
considerations. TATA Steel introduced 8 hours work
culturein1912 whenthe workersinthe restofthe world
wereworking10—12hoursaday. Tatasalsointroduced
Provident Fund, Leave with Pay, Maternity Leave, Free
Medical aid much before they became laws.

Duringthe independence movement, Mahatma Gandhi
introduced the notion of "trusteeship”, according to
whichtheindustry leaders had to manage theirwealth so
as to benefitthe common man. Gandhi's influence put
pressure onvarious Industrialists to acttowards building
the nationandits socio-economicdevelopment. According
to Gandhi, Indian companies were supposed to be the
"templesofmodernIndia”. Underhisinfluence business
houses establishedtrusts for schoolsand colleges and
alsohelpedinsettingup training and scientificinstitutions.
The operations of the trusts were largely in line with
Gandhi'sreformswhich soughtto abolish untouchability,
encourage empowerment of women and rural
development.

Withthe emergence of Public Sector Undertakingsin
1960s and laws relating labour and environmental
standards, the private sector was forced to take a
backseat. The public sector was seen as the prime
mover of development. The policy ofindustrial licensing,

-Jamsetji Nusserwanji Tata (Founder of Tata Group)

high taxes and restrictions on the private sector led to
corporate malpractices. Thisled to enactment oflegislation
regardingcorporategovernance,labourandenvironmental
issues. PSUswere setupbythe stateto ensure suitable
distribution of resources to the needy. However the
public sector was effective only to a certain limited
extent. This led to shift of expectation from the public to
the private sector and their active involvement in the
socio-economic development of the country became
absolutely necessary. In 1965 Indian academicians,
politiciansand businessmen setup anationalworkshop
onCSRaimedatreconciliation. They emphasizedupon
transparency, social accountability and regular
stakeholder dialogues. In spite of such attempts the
CSR failed to catch steam.

In 1990s the first initiation towards globalization and
economicliberalizationwere undertaken. Controlsand
licensing systemwere partly done away withwhich gave
a boost to the economy the signs of which are very
evident today. Increased growth momentum of the
economy helped Indian companies grow rapidly and this
made them more willing and able to contribute towards
social cause.

As discussed above, CSR is not a new concept in
India. Eversincetheirinception, corporateslike the Tata
Group, the AdityaBirlaGroup, Indian Oil Corporationand
Jaypee Group to name a few, have been involved in
serving the community. The basic objective of CSR in
these daysisto maximize the company's overallimpact
onthe society and stakeholders. CSR policies, practices
and programs are being comprehensively integrated by
an increasing number of companies throughout their
business operations. Agrowing number of corporates
feelthat CSRis notjustanotherformofindirectexpense
butisimportantfor protectingthe goodwillandincreasing
business competitiveness.

Companieshave specialized CSRteamsthatformulate
policies, strategiesand goalsfortheir CSR programsand
set aside budgets to fund them. These programs are
oftendetermined by social philosophywhichhave clear
objectivesand are well defined and are aligned with the
mainstreambusiness. The programs are putinto practice
by the employeeswho are crucial to this process. CSR
programs ranges from community development to
developmentin education, environmentand healthcare
etc.

For example, a more comprehensive method of
developmentis adopted by some corporations such as
Bharat Petroleum Corporation Limited and Maruti Suzuki
India Limited. Provision of improved medical and
sanitation facilities, building schools and houses, and
empoweringthevillagersandin process makingthem
more self-reliantby providing vocationaltrainingand a




knowledge of business operations are the facilities that
these corporations focus on. Many ofthe companiesare
helping other peoples by providing them good standard
of living.

Onthe other hand, the CSR programs of Corporates
like Jaypee Grup focus on Education, Community
Developmentand Healthcare. AComprehensive Rural
Development Program initiated in 1993 in 28 villages
surroundingthe cementplant,atMadhyaPradeshisnow
expandingitsreachto coveralarge number ofvillages
across various States in India. To spread Education
amongstthe economically challenged segmentofsaociety,
the Group runs a chain of schools and colleges in
differentstates. Womenempowermentreceivesimpetus
throughvarious skill oriented programmeswhich helpto
earntheirlivelihood. Inthe area of Healthcare the Group
has setup 10 hospitals and 24 dispensaries atvarious
projectsitesorganizesregularhealthcampsinvillages.

Sustaining an equitable balance between economic
growth and environment preservation has been of
paramount importance for the Group. Its environment
managementapproach hasledto efficientand optimum
utilization of available resources, minimization of waste
and adoption ofthe latesttechnology.

Corporates increasingly join hands with Non-
governmental organizations (NGOs) and use their
expertise in devising programs which address wider
social problems.

CSR has gone through many phases in India. The
ability to make a significant difference inthe society and
improve the overall quality of life has clearly been proven
by the corporates. Notone butall corporates should try
and bringabouta change inthe current social situation
inIndiain orderto have an effective andlasting solution
tothe social woes . Partnerships between companies,
NGOs andthe governmentshould be facilitated so that
acombination oftheir skills such as expertise, strategic
thinking, manpower and money to initiate extensive
socialchange will putthe socio-economic development
of India on a fast track.

Whilethe conceptof CSRis centuriesoldinIndia, there
has been little legislation to enforce this responsibility.
Of late, there had been a debate whether the voluntary
actof CSR shouldberegulatedthrough alegislation or
not. While one school ofthoughtfeelsthatno one should
beforcedtodo charity/dischargeits social responsibility,

the otherschoolfeelsitnecessaryinviewofmuchlesser
number of people/business houses coming forward with
needed helping handforthe 'have-nots' of the Society.

Whilethe arguments of both sides mighthave theirown
merits, the legislature has in its own wisdom thought fit
to enforce the concept by incorporating the provisions
relating to CSRinthe Companies Bill, 2012 which has
alreadybeen passedbythe Lok Sabhaandiswaiting for
the approval ofthe Upper House.

Tobeginwith, itisintendedto coveronly the corporates
having networth of more than Rs.500 Crores orturnover
ofmorethan Rs.1000 Crores or net profits of more than
Rs.5 Crores. The companies fulfilling any of the said
criteria are required to spend in every financial year
atleast 2% of their average net profit for the last three
years. The failure to do so requires the companies to
specify the reasons for not spending such amounts in
their Directors' Report. The Government has also
attemptedtoidentify thefollowing areas of CSR activities
whichwould qualify for such spending :-

() Eradicate extremehungerandpoverty;
(i) Promote education; gender equality and
empowermentof women;

(i) Reduce child mortality & improve maternal health;

(iv) Combat, AIDS, malaria & other diseases;

(v) Ensure Environmental sustainability;
(vi) Provide employmentenhancingvocational skills;
(vii) Contribute to PM National Relief Fund or other
fund set up by Government for socio-economic
developmentreliefand welfare of downtrodden,
minorities and women;

Withthe said provisions expected soontofind placein
the statue, the CSRinIndiawillenterinanewera, though
selectively, fromthe eraofvoluntary donations/charity
towards societytothe eraofenforcementthereofthrough
legislation. For the present, this is being done only in
respect of corporate citizens and that too only those
crossingthe thresholdlimits. Neitherthe individuals nor
any other form of business, proprietary or partnership
etc. have been covered.

It will be seen only over a period of time whether this
attemptofthe Governmentto make corporatetodischarge
their social responsibility through legislation would
achieve the desired results or not.




