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SYNOPSIS 
 

The concept of CSR goes beyond charity or philanthropy and requires the company to act 

beyond its legal obligations and to integrate social, environmental and ethical concerns into 

its business process. The companies’ Act 2013 has replaced the companies’ Act 1956. The 

Act makes several changes in the way companies in India are defined, operated and 

regulated. One of the most important changes in this Act is CSR. Corporate social 

responsibility (CSR) is now accepted as a means to achieve sustainable development of an 

organization. CSR impacts almost every area of operations: governance and ethics; employee 

hiring, providing opportunity; stakeholders benefit sharing and energy usage and 

environment protection. The Companies Act 2013 intends to inculcate the philosophy of CSR 

among Indian companies.  

In this paper I would discuss the importance of CSR in Business, concept of CSR in the 

companies Act 2013, provisions for CSR in this Act, detail analysis of Sec. 135 of the 

companies Act 2013 which talks about compulsion of CSR. 

INTRODUCTION:- 

 CSR stands for corporate social responsibility which is a strategic business management 

concept. It is defined in terms of the responsiveness of businesses to stakeholder’s legal, 

ethical, social and environmental expectations.  Through this concept companies interact with 

their stakeholders and integrate social and environmental concerns in their business 

operation. CSR helps to improve goodwill of a company. If CSR concept is implemented 

properly then it can give a variety of competitive advantages such as increased sales and 

profits, improved brand image and reputation, improved productivity and quality, enhanced 

customer loyalty. Decision making and risk management process can be better. 
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In the age of globalisation the ancient business concepts and the rule of governance have 

changed. Multinational corporations are playing a key role in defining markets and 

influencing the behaviour of a large number of consumers. Globalisation has both negative 

and positive effect over business. On the one hand it has provided a great opportunity for 

corporations to be globally competitive by expending their production and market and on the 

other hand the same situation poses a great challenge to the sustainability and viability of 

such mega businesses. 

HISTORICAL BACKGROUND OF CSR :- 

India has the world’s richest tradition of corporate social responsibility. The word CSR may 

be relatively new for India but the concept is very old and in existence since Mauryan history. 

That time CSR was in practice in the form of charity. The primary drive for corporate social 

responsibility came from the Europe and USA in the 80s and 90s from the campaigns run by 

pressure groups such as Greenpeace and Friends of the Earth. In the mid 90s two prominent 

MNCs were compelled by ethical market forces to re-orient their business attitude.  

A recent survey showed that 86% of about 4000 people aged 15 or older in Europe, expressed 

a preference for purchasing product from a company ‘engaged in activities to improve 

society’ (Fleshman Hillard)
1
 

CSR IN THE COMPANIES ACT 2013:- 

Rajyasabha has approved the companies bill 2012 on August 8, 2013 and after the 

presidential assent it has became Companies Act 2013. It has replaced the fifty year old 

Companies Act 1956. New companies act has introduced so many new concepts and among 

all other concepts CSR is one. India has become the first country to apply CSR through 

statutory provision. Sec.135 of Companies Act 2013 deals with corporate social 

responsibility. CSR activities have been mandatory for the first time in India. Companies 

have to spend at least 2% of the average net profit of the three preceding financial years on 

CSR activities in one financial year. If companies fail to spend the earmarked amount on 

CSR activities, instead of a penalty they will have to issue an annual statement specifying the 

reasons for the same. 

Sec 135 laid down certain criteria where this particular sec. is applicable- 
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If any company have Net worth of 500 crore or Turnover of 1000 crore or more or Net 

profit of 5 crore or more during any financial year have to constitute a CSR committee of the 

Board. In this committee there should be three directors and at least one director should be 

independent director. This committee shall formulate and recommend the CSR policy to the 

Board. Record of expenditure amount on this policy and monitoring CSR policy time to time 

is another function of this committee. After receiving the recommendation from the CSR 

committee, Board of the company approve the CSR policy for the company and disclose the 

police in its report and also put it on the company’s website. The board of company shall 

ensure that the company spends in every financial year at least 2% of the average net profits 

of the company.
2
 The specific activities that could be regarded as CSR are specified in 

schedule VII of the new Companies Act 2013, these activities are- 

 Eradicating extreme hunger and poverty 

 Promotion of education, 

 Promoting gender equality and empowering women, 

 Reducing child morality and improving material health, 

 Combating HIV,AIDS, malaria and other diseases, 

 Ensuring environmental sustainability, 

 Employment enhancing vocational skills, 

 Social business projects, 

 Contribution to the prime minister’s national relief fund or any other fund set up by 

the central Government or the state government for socio-economic development and 

relief and funds for the welfare of the scheduled castes, the scheduled tribes, other 

backward classes, minorities and women, 

 Such other matters as may be prescribed. 

In exercise of the powers conferred under the Companies Act 2013 the ministry of corporate 

affairs has now proposed the draft CSR rules.
3
 

The companies shall give preference to the local area and area around it where it operates for 

spending the amounts earmarked for CSR activities. The draft CSR rules further provide 
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following guidelines / manner in which the company can undertake CSR activities and incur 

CSR spend:  

 The company can set-up a not-for-profit organisation in the form of trust, society or 

non-profit company to facilitate implementation of its CSR activities. However, the 

contributing company shall specify projects to be undertaken by such an organisation 

and company shall establish a monitoring mechanism to ensure that the allocation to 

such organisation is spent for intended purpose only.  

 Company may also implement its CSR activities through an NGO which is not 

established by the company itself. 

 To undertake CSR activities companies may collaborate resource with other 

companies. 

 CSR activities shall not include activities exclusively for the benefit of employees and 

their family members. 

 Only CSR activities undertaken in India would be considered as eligible CSR 

activities. 

WHERE AND HOW TO SPEND:- 

  Section 8 of companies act says that companies can setup their own trusts, societies or fund 

to implement the activities outlined in its CSR strategy. If companies setup their own arms 

they will have to make sure that a robust monitoring mechanism is in place to ensure funds 

are spent only on specified programs identified in their CSR policy. On the other side 

companies established under section 8 of companies Act 2013 are eligible to receive such 

funds only if they have an establish track record of at least three years in carrying out such 

activities.
4
 

In old companies Act 1956 there was no provision for CSR activities but there were some 

guidelines. The rationale for CSR activities is that corporate earn their profit by exploiting 

different resources of the society, so a portion of the benefit derived by them should be spend 

for the betterment of the society.
5
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EXPECTED CONTRIBUTION FOR CSR AFTER THIS ACT:- 

 

No. Name of the companies Average profits of financial 

year(2009-10,2010-11,2011-12) 

(Amt Rs. millions) 

Proposed 

contribution in CSR 

(2% of the average 

profits)Amt millions 

1 GAIL(INDIA) LTD 34,516.03 690.32 

2 HINDUSTAN 

UNILEVER LTD 

23,998.00 479.96 

3 Infosys  69,053.33 1,381.07 

4 Larson& Tourbo Ltd 42,633.03 852.66 

5 NTPC Ltd 90,181.73 1,803.63 

 

 

 

 

IMPORTANCE OF CSR:- 

CSR is introduced in new company law because it had become necessary. Some of society’s 

problems have been created by corporations such as pollution and poverty -level wages. It is 

ethical responsibilities of business to correct these wrongs. Another thing is that businesses 

have many of the resources needed for solving society’s problem and they should use them to 

do so. Other important aspects are as under-  

 Treat Employees fairly and with respect. 

 Operate with integrity and in an ethical manner in all its business dealings with 

customer, suppliers, lenders, and others. 

 Respect human rights. 

 Sustain the environment for future generations. 

 Be a responsible neighbour in the community and a corporate citizen. 
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