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ABSTRACT

Corporate Social Responsibility came as a responsibility towards society in business in the
Eighteenth Century. There are many countries which have adopted CSR approach for the
purpose of their business management for centuries. The Ministry of Corporate Affairs, India has
issued a notification defining CSR in Companies (Corporate Social Responsibility Policy) Rules,
2014 on Feb.27, 2014. This notification was examined by Ministry of Environment and Forests
and an Office Memorandum was issued on Aug.11l, 2014 making some amendments in the
conditions while imposing on grant of Environmental Clearance. The observations of various
studies regarding the CSR practices followed across the various industrial sectors have been
analyzed and observed that CSR practices which are actually carried out post environmental
clearance needs more attention. The questionnaire relating to CSR activities performed by the
industrial sectors was prepared and survey has been carried out in different industrial sectors in
Punjab to know the actual status of CSR activities performed by the industries. It has been
observed that only 5-6 activities are performed by various industries as a part of their CSR and
rest of the main activities are being ignored. There was no emphasis on social business projects
and promoting gender equality mentioned in Schedule VII of Companies Act, 2013. The
industrial sectors are spending some amount on the activities such as education, health,
employment generation, sports activities and funding to NGQO’s/ social organization. However,
these sectors are not complying with the CSR Rule as they are not spending 2% of their net profit
on CSR activities. Hence, it is concluded that 2% of the total profit earned by the industry must
be religiously spent on CSR activities for the betterment of the society in general and
neighborhood in particular. Moreover, the monitoring of CSR activities performed by industrial

sectors must be accessed in order to implement the CSR in better way.
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CHAPTER-1
INTRODUCTION

The word Corporate Social Responsibility (herein afterwards CSR) is defined as
responsibility of company towards environment in which it works. It is not confined to that
area rather there is wider scope of it. There are many deliberations on CSR and they have
moved from whether companies have other responsibilities except maximizing the profit and
to how can these companies comply with the broader responsibilities. The CSR is not a

charity or mere donation.

In 1916, J.M. Clark, in his Journal of Political Economy said “if men are responsible for the
known results of their actions, business responsibilities must include the results of business
dealings, whether these have been recognized by law or not”. But in actual, CSR came as a
responsibility towards society in business in eighteenth century. An important example is a
chocolate making company namely Cadbury in the United Kingdom that has tremendous
growth in the 1870s and moved to ‘Greenfield” site in 1879 which came to be called
Bournville ( Koutsodimou et al., 2004), some miles from its original site i.e. Birmingham.
The opening of the Cadbury ‘factory in a Garden” marked a new era in its industrial relations
and welfare of its employee with joint consultation being one of the initiatives introduced by
the pioneering Cadbury brothers. In 1899, the Cadbury started training programs for its

employees and giving education, pension funds, and medicines from medical department.

There are many companies which have adopted a CSR approach for the purpose of business
management since centuries. The current concept about CSR is to make it a common practice
for corporations to create an impact that can make a difference to the quality of life of the

present and future generations.
1.1 DEFINITIONS OF CSR

Basically, CSR analyses economic, legal, moral, social and physical aspects of environment.
The definition of CSR in broader manner is concerned with what is -or should be- the
relationship between corporates, citizen and the Government. If we go into more detail, the
definition is concerned with the relationship between a company and the local society in
which it resides or operates. The relationship between corporation and its stakeholders also

comes under CSR.
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The definitions of CSR are specific and every definition has some meaning relating with the
dimension of the issue. Number of debates are taking place in the arena of ethics- should
there be any regulations made for controlling the corporations or the ethical base of
citizenship has been lost and needs to be replaced before socially responsible behavior will
ensue? However, analyzing these debates, one can say that it is concerned with some sort of
social agreement between the company and the society. This social agreement implies that it
is an entirely altruistic act i.e. there is no meaning of selfishness. However, there is no agreed
definition of CSR. Hence, the question arises as to what exactly can be considered to be

corporate social responsibility?

Thus, CSR is a concept wherein corporate try their level best to integrate social,
environmental concerns with their business operations and in their interaction with their

stakeholders on a voluntary basis.”
1.1.1 Corporations are part of society

A growing number of authors, however, have acknowledged that the activities of an industry
impact upon the external environment and made suggestions that one of the roles of
accounting should be to report upon the impact of an organization. Such a suggestion came in
the 1970°s and a concern with a wider view of company performance is taken by some
writers which indicate concern with the social performance of a business, as a part of society
at large. Indeed, the desirability of considering the social performance of a business has not
always been accepted and has been the subject of extensive debate. Thus, Hetherington
(1973) states that “there is no reason to think that shareholders are willing to tolerate an
amount of corporate non-profit activity which appreciably reduces either dividends or the

market performance of the stock”.

Similarly, the Carroll (1979), one of the early CSR theorists states that:

“Business encompasses the economic, legal, ethical and discretionary expectations that

society has of organization at a given point of time”
1.1.2 Profit is all that matters

Some people in corporate world have taken the view that a corporation should not be
concerned with social responsibility. There is one and only one social responsibility of

business- to utilize its resources in order to increase its profits so long as it stays within the
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rules of the game, which is to say, engages in the open and free competition without

deception or fraud”

Equally, some people are more scoffing in their view of corporate activity. They had the
opinion that “Business is what a turning point and it turns a social problem into economic
opportunity which in turns economic benefits into productive capacity, into human

competence, into well paid jobs and into wealth”
1.2 CHARACTERISTIC OF CSR TRENDS
Phase 1- CSR Initiation Phase (1960-1990)

The environmental issues gained momentum in 1960°s that led to trigger among natural
environmental protection agencies and United Nations Environment Programme (UNEP).
The global warming was attributed to emissions of carbon dioxide generated from burning of
fossils fuels and other green house gases from human activities. The need was felt to clarify

the requirements for ecologically sustainable development.

In early 80s, other issues came into notice i.e. social inequity, poverty, population pressure,
and terms of trade as a critical characteristic for the proper functioning of ecosystem. In the
late 80s, the Brundland report established the principles of sustainable development and it led
to the emergence of key concepts associated with natural capital and measuring
sustainability. From 1975 to 1987, the conceptual models for social responsibility accounting
Ramanathan whose work is regarded influential was proposed by the authors, but provides
limited assistance in determining what should be included in social accounting reports.
(Ramanathan , 1976)

The adoption and reporting of CSR during these 30 years were associated with issues related
to environment. In the 70s, many countries started focusing on environment and promoted its
reporting. In France, it was made mandatory for the companies having employees more than
300 to produce an employee report. The companies in the Germany engaged themselves in
the social model of corporate management. The external audits of companies at smaller scale
were taken by Social Audit Limited that was established in UK in 1978. In India, the largest
integrated private sector steel company started social auditing in the year 1979. In this period,
the Europeans focused on employee relations with attention to standardization / impact

measurement.
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Phase 2- CSR Momentum Building Phase (1990-2000)

The 90’s saw the rise of CSR to unparalleled prominence in political- economic dialogue and
momentum building. This can be accredited to the concerns and CSR oriented expectations
from people living in the society. The transparency was increased in business activities
through the media and communication technologies has been an important factor in the

effectiveness of these forces.

The concepts of sustainable development gained popularity in 1912 Earth Summit in Rio de
Janerio. The principles for responsible business were clearly established through the Global
Compact and initiatives such as Global Sullivan Principles and Caux Round Table Principles.
The Universities recognized the importance of education for the training of decision makers
and teachers, towards sustainable development and started the awareness campaigns of

environment.

The corporate sustainability gained its importance in companies boardrooms and many
extended their prevailing practice of reporting environmental reports to include wider issues

such as community and gradually sustainability reports “began to appear,”

The organizations notably the Business for Social responsibility, CSR Europe and the World
Business Council for sustainable Development created the momentum for early adoption of

CSR principles and practices.

There are number of pioneering efforts on the part of socially responsible companies to
implement social and ethical auditing. During the year 2000, the corporate social
responsibility reports were at the level of 1% and sustainability reports at 5% (KPMG, 2000).

Phase 3 Mainstreaming Initiation Phase 2000

During last few years, the CSR movement has continued to mature as expected. It has been
possible to reflect back on the achievements through the “Rio + 10” Summit on Sustainable
Development in Johannesburg, South Africa in 2002. The emphasis has turned to

mainstreaming.

The basic principles have been established with the focus on implementation developments

are likely to come from linking CSR with mainstream strategy and management frameworks.
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The communication published the Green Paper entitled ‘Promoting a European Framework
for Corporate Social Responsibility’ in July 2001. The aim of this document was to launch a
public debate about the concept of CSR and to identify how to build a partnership for the
development of a European Framework for the promotion of CSR. Over 250 responses were

received to this paper, half of which came from European enterprises (Koutsodimou, 2004)

Many business surveys during these years from Germany, UK, France, Italy and other
European countries indicated that the majority of public companies believe that if
business is done with responsibility then it will be the key factor in the long term success

of the company.

The KPMG 2002 International Survey on Corporate Social Reporting shows that non
financial reporting is now becoming main concern for big corporations, with 45% of Global

Fortune Top 250 Companies publishing a report.

The focus of these reports is slowly shifting from the inclusion of only environmental
performance to combine environmental, social and economic reports (i.e. sustainability
reports), and an increasingly number of reports are being externally verified. The surveys
indicate that sustainability reports increased from 5 % to 15 % between 2000 and 2002 and
Corporate Social Responsibility reports increased from 1 % to 7 % in the same period (Van
der Veen, 2002).

1.3 PRINCIPLES OF CSR

The CSR activities are uncertain in nature due to which it is difficult to define CSR and to be
certain about any such activity. It is therefore crucial to be able to identify such activity and
the writers are of the view that there are three basic principles which together comprise all

CSR activities. These are Sustainability, Accountability and Transparency.
1.3.1 Sustainability

Sustainability is concerned with the effect in which actions taken in the present will have
their impact on the options available in the future. If resources are utilized in the present then
they are no longer available for use in the future, and this is of particular concern if the

resources are finite in quantity.

Thus, raw materials of an extractive nature, such as coal, iron or oil are finite in quantity and

once used are not available for future use. At some point in the future therefore alternatives
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will be needed to fulfill the functions currently provided by these resources. This may be at
some point in the relatively distant future but of more immediate concern is the fact that as
resources become depleted then the cost of acquiring the remaining resources tends to

increase, and hence the operational costs of organizations tends to increase.

Sustainability therefore, implies that society must use no more of a resource than can be
regenerated. This can be defined in terms of the carrying capacity of the ecosystem (Hawken
1993) and described with input — output models of resource consumption. Thus, the paper
industry for example has policy of the replanting trees to replace those harvested and this has
the effect of the retaining costs in the present rather than temporarily externalizing them.

Viewing an organization as a part of wider social and economic system implies that these
effects must be taken into account, not just for the measurement of costs and value created in
the present but also for the future of the business itself. Measures of sustainability would
consider the rate at which resources are consumed by the organization in relation to the rate at
which resources can be regenerated. Unsustainable operations can be accommodated for
either by developing sustainable operations or by planning for future lacking in the resources
currently required. In practice organizations mostly tend to aim towards less unsustainability
by increasing efficiency in the way in which resources are utilized. An example would be an

energy efficiency program.
1.3.2 Accountability

This is concerned with an organization recognizing that its actions affect the external
environment, and therefore assuming responsibility for the effects of its actions. This concept
therefore, implies a quantification of the effects of the action taken, both internal to the
organization and externally. More specifically the concept implies a reporting of those
quantifications to all parties affected by those actions. This implies reporting to external
stakeholders of the effects of actions taken by the organization and how they are affecting

those stakeholders.

This concept therefore implies recognition that the organization is part of a wider societal
network and has responsibilities to that entire network rather than just to the owners of the
organizations. Alongside this acceptance of responsibility, therefore, must be recognition that

those external stakeholders have the power to affect the way in which those actions of the
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organizations are taken and a role in deciding whether or not such actions can be justified and

if so at what cost to the organization and to other stakeholders.

Accountability therefore necessitates the development of appropriate measures of
environmental performances and the reporting of the actions of the firm. It necessitates the
costs on the part of the organization in developing, recording and reporting such
performances and to be of value so that the benefits must exceed the costs. Benefits must be
determined by the usefulness of the measures selected to the decision making process and by
the way in which they facilitate resource allocation, both within the organizations and
between it and other stakeholders. Such reporting needs to be based upon the following

characteristics:

a) Understandability to all parties concerned.

b) Relevance to the users of the information.

c) Reliability in terms of accuracy of measurement, representation of impact and freedom
from bias:

d) Comparability, which implies consistency, both over time and between different

organizations.

1.3.3 Transparency

Transparency as a principle means that the external impact of the actions of the organizations
can be ascertained from the organizations reporting and pertinent facts are not disguised
within that reporting. Thus, all the effects of the actions of the organizations, including
external impacts, should be apparent to all from using the information provided by the
organization’s reporting mechanisms. Transparency is of particular importance to external
users of such information as these users lack the background details and knowledge available
to internal users of such information. Transparency therefore can be seen to follow from the
other two principles and equally can be seen to be a part of the process of recognition of
responsibility on the part of the organization for the external effects of its actions and equally

part of the process of transferring power to external stakeholders.
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1.4 CSR TOOLKIT

This template aims to provide a basic guide as to what companies should include in a CSR

policy and report on:-

Table 1.4.1 CSR Toolkit

Headings Subheadings Initiatives/ Content Benefits to Business
Company General a) Geographic Information Stakeholders welcome
Information Information b) Size of Company transparency, this also
c) Who owns the company | develops trust
shareholders
Economic Impact | a) Turnover-sales
b) Number of employees
c) Market share
d)Profit
Mission a) Company Obijectives | Stakeholders can relate to
Statement linked to CSR the mission statement and
b) MD/CEO statement company values- this may
be potential employees,
Values List Company Values new customers or
suppliers who share these
values
Stakeholder a) List who the main | Shows that the CSR report
Consultation stakeholders are on whom | has truly reflected impact
you have impact on stakeholders-your
b)Relationships  with  non | impact on society will be
Governmental Organizations | measured in relation to
your stakeholders
Workplace Employees a) Equal opportunities ( race, | a) Staff retention
gender, age, disability) - | b) Motivated Staff
workplace profile c) Employer of choice
b) Health and Safety - |d) Promotion of good
policies and training working conditions and
c) Training / personal | practices
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development

d) Communication  with

employees(
intranet, forums)
e) Pay &

remuneration, pensions, other

benefits

f) workplace
employee handbook
g) Industrial relations
h) HR management
i) Child labour/ forced labour

j) Other( specific company

issues)

newsletters,

benefits-

climate-

e) Reduced accidents

Marketplace

Customers

a) Customer satisfaction
b) Customer retention
c) Safety and Quality

d) After sales

e) Consumer education

a) Better understanding of
customer views

b) Meet procurement
criteria

c) Processes for accepting
and measuring complaints

d) Loyalty schemes retain
customers

e) ISO

egncourage customers

customers

f) Helping customers after
sale encourages customer
to repeat customer

g) Become preferred
supplier-link to customer
values = brand loyalty
h)Access new markets

i)Access new customers
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Suppliers/ supply

a) Code of conduct

a) Support CSR through

chain b) Selection of criteria( linked | the supply chain

to CSR) b) Build relationships

c) Support local suppliers c) Seen as credible and

d) Payment of bills on time reputable business

e) Bribes & Corruption d) Helping local supplier-

f) Creating awareness of CSR | builds community support
e) Better wvalue on
contracts due to honoring
payment terms
f) Helping to train partners
on CSR practices and
transparency

Community a) Charities, sponsorship, | a) measure value of

donations support- cash and in-kind

b) In-Kind-support-time, | b) Focus on key partners

resources, assets and form long-term
relationship (2-way
benefit)

Regenerations- economic | a)Support with planning

impact, number of jobs applications and
developments
b) Local government
recognition

a) Employee involvement a) Good PR

b) Impact on society b) New skills for
employees
C) Recruitment (
awareness)
d) Reputation as good
employer

Environment Waste a) Recycling a) Reduced landfill costs

b) waste generated( tonnes or

b) Compliance for
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kilos)
c) Hazardous waste

d)Policies

suppliers / customers

d) Materials recycled

Water a) Water used( joules) a) Reduced Costs
b) Control programmes b) Reduced impact on
environmental  resources
and natural resources
Energy a) Energy used( Kw) a) Reduced Costs
b) Control programmes b) Reduced impact on
environmental  resources
and natural resources
Materials a)Type used a) Confirm usage
b) Activities b) Information for
C) Recycled materials | customers and suppliers
consumed

Health & Safety

a) ISO
b) EMAS
c) Training

d) Communication to staff

a) Compliance
b) Reduce accidents in the

workplace

Transport

a) Green Transport plans
b) Fuel Reduction policy
c) Car fleet

a) Monitor carbon
footprint

b) Produce statistics for
suppliers/ customers

c) Pre-empt legislation

The Ministry of Corporate Affairs has issued a notification on Feb. 27, 2014 regarding rules

that may be called the Companies (Corporate Social Responsibility Policy) Rules, 2014. The

copy of the said rules is annexed as Annexure-A with this report. The copy of the list of

activities covered under CSR in Schedule VII is annexed as Annexure-B. This notification

was examined by the Ministry of Environment, Forests and Climate change in relation with

the conditions imposed in Environmental Clearance issued to the projects. Accordingly, an
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Office Memorandum was issued by Ministry of Environment and Forests on Aug. 11, 2014,

the copy of which is annexed as Annexure-C.

Thus, Corporate Social Responsibility is important as it impacts not only society but also the
goodwill and reputation of the company. The Corporate have the ability to bring the change
and make a significant difference in improving the overall quality of life. The Corporate
World can easily focus on improvement in sanitation facilities, giving job to needy people in
the vicinity, constructing toilets for the girls in villages, helping the NGO’s. It will not only

help the society but the company gets its advertisement free of costs.
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CHAPTER-2

LITERATURE REVIEW

Various researchers have documented the CSR activities of companies in different countries
across various sectors and have given observations on the basis of their results. Top ten
retailers claimed a long-standing commitment for managing the environmental impacts such
as energy consumption and emissions, raw material usage, water consumption, waste
management, packaging, recycling, use of chemicals, and genetically modified food
ingredients (Jones et al. 2007). Big corporations project CSR as a comprehensive sustainable
business strategy based on transparency, accountability, responsiveness, interdependence and
interactions between the company and its increasingly global environment (Silber horn et.al
2007). UK companies took measures such as control on environmental pollution, waste
disposal, gas emissions, and other related environmental issues (Samy et al.2010). If
companies have to be sustainable, they have to shift toward CSR and satisfy public
sentiments. (Schneider et al. 2010). Indian corporate pursues mainly philanthropic platform
but Indian consumers today may not value philanthropic CSR as highly as other CSR
initiatives which influence marketing communication strategies (Planken et al. 2010). So,
observation made by Sachdeva seems to be absolutely right that CSR is slowly moving away

from charity and dependence towards empowerment and partnership (Sachdeva, 2010).

2.1 Motivations for companies in CSR and CSR reporting as per various researchers:
CSR activities are based on moral or altruistic motivations with a focus on both production-
process and philanthropic outcomes. CSR activities are driven by leadership roles, company
performance, and stakeholders’ expectations (Virakul et al. 2009). Social disclosure and
environmental information depends on the size and profitability of companies (Joshi, 2009).
CSR reporting is a responsibility to stakeholders’ expectations and demands, which depends
upon social and cultural factors (Kotonen, 2009). Indian firms take CSR approach as the
stakeholder approach and problems in implementation are lack of resources, complexity and
difficulty of various approaches (Arevalo, et al., 2011)

2.1.1 Below are the studies about CSR of MNCs in their host countries by researchers:
Multinational firms has self-interest, business rationale approach for adopting CSR values
mainly for marketing purposes and getting its acceptance among socially conscious investors,
clients, consumers, and competitors (Prout, 2006). There are great expectations of developing

countries towards MNCs’, but companies have embraced development initiatives just for
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sake of demonstration that they are socially responsible (Eweje, 2007). MNCs’ subsidiaries
adapt local practices to legitimize themselves to fill the incredibility of the parent companies
at home or abroad. Otherwise they won’t go for local practices (Yang et al, 2009). Corporate
codes of conduct of MNCs, operating in Nigeria, are basically the emulation of the capitalist
model of their home countries, though with certain degree of modifications (Amaeshi et al,
2009). MNCs face large CSR dilemmas due to different conditions, perceptions, attitude
compared to their home countries towards ongoing conflicts (Kolk et al, 2009). Discrepancies
exist in how MNCs perform in CSR in home countries versus in host countries (Tan, 2009).
CSR expenditure depends with the firm’s sales in host communities (Adewuyi et al, 2010).
2.2 Few studies explained the differences in CSR activities of companies from various
countries as below:

It is not just non-Asian owned MNCs have emphasized on training, but some Asian-owned
MNCs took some initiatives to develop human capital development (Zheng et al., 2007).
Human capital development (HCD) policies enhance employee satisfaction and respondents
in European MNCs about HCD policies were more positive than that of Asian-owned MNCs
(Wan, 2007). CSR activities differ among BRIC nations (Brazil, Russia, India, and China)
with respect to CSR ideology, processes, and stakeholder involvement etc. China is least
communicative among all. If Brazil emphasized more on environment due to its big oil firms,
then China inclined towards shareholders, arts and culture. Where India ensures quality of
life, Russia emphasizes shareholders, quality of life and education (Alon et al. 2010).

2.2.2 Observations about relationship between CSR and some other variables below:
Mittal et al. (2008) researched that there is no direct evidence about companies with a code of
ethics and good code of conduct would generate more economic value and market value than
those without codes. Similarly, Aras et al. (2010) found that there is no significant
relationship between CSR and financial performance/profitability. The above findings are
supporting each other. Various issues, causes and initiatives taken by CSR and its form,
timing, commitment and various activities leads to consumers’ different attribution, which
resultantly generate consumers’ different responses towards the firm (Gao, 2009)

Based on the literature review, it can be concluded that there is great awareness of CSR and
its importance, among both the corporate and its stakeholders. Because of this awareness,
there is a great deal of involvement in CSR by the companies. We can also find a whole
range of CSR activities, in one form or other being undertaken by the companies all over the

world. In future, there is need to move from philanthropic approach in CSR towards
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Gandhian Trusteeship approach, so that CSR can truly work for empowerment of all
sections of society.
GAPS IN LITERATURE

» CSR is not confined to just one or two aspects rather it is multidimensional in nature.
Business has different stakeholders which include customers, employees, suppliers,
government, environment, and society at large. Given this, there is a wide range of
socially responsible activities followed by the business units. Within the company,
socially responsible practices primarily include caring for human resources i.e. the
employees and workers, their health and safety. They also cover environmentally
responsible practices relating to environment protection, waste management, and
natural resources, etc.

» Externally, companies can contribute by enhancing education, health, social welfare,
etc. Companies undertaking such activities have to make sure that these programs fit
in their business policies and by doing this their efficiency would come to a level.

» Now the question arises, in what way and to what extent, these CSR activities will
affect their stakeholders and business as well? While answering these questions
different CSR policies are framed by companies.

> Literature review shows that there exist some prior studies. However, very few studies
include the CSR practices of different sectors which are actually carried out post
environmental clearance and the actual cost incurred in such activities.

» Even as notified in the CSR Rules, 2014 (Annexure-A), a company must have CSR
committee which shall institute a transparent monitoring mechanism for
implementation of the CSR projects or programs or activities undertaken by the
company. The company must have CSR policy who shall specify that the surplus
arising out of the CSR projects or programs or activities shall not form part of the
business profit of a company. Even CSR Reporting and Display of CSR activities on
its website is to be done by the company.

» The available knowledge in this area formed the background for the present study.
India being a favorite destination, hosts a large number of MNCs from all over the
world, which are giving a tough competition not only to their Indian counterparts, in
almost every field, including CSR but also to different sectors.

> So a need was felt to have a comparison of CSR practices of different sectors in India.
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> Thus, the research problem has been stated as: ““is there any difference between the
CSR practices followed by industrial sectors and accordingly the difference of cost
incurred by them in implementing the CSR ™.

OBJECTIVES

Based on the gaps in literature, the following objectives have been framed for carrying out

the proposed study. The aim of this study is to compare:-
1) CSR practices adopted by industrial sectors.

2) Cost incurred by them on such CSR activities with respect to profits earned by them.

16|Page



CHAPTER 3

METHODOLOGY
3.1 Selection of Industrial Sectors

With reference to Punjab, a survey was carried out to know the type of sectors operating in
State and CSR practices followed in that sector. Accordingly, following sectors namely Food
Industry, Refinery, Chemical, Pulp & Paper, Metallurgical, Power, Pharmaceutical and
Cement have been selected for carrying out the proposed study. A survey was carried out to
know about the CSR practices followed in these sectors Food Industry, Cement, Refinery,
Chemical, Pulp & Paper, Metallurgical, Power, and Pharmaceutical. Three companies from

each sector were taken as sample size for the present study.
3.2 Survey of CSR Activities

In line with the research problem, a questionnaire was framed and primary data was
generated by means of survey questionnaire. Since the information was regarding CSR and
very few companies were having separate CSR department or CSR manager, so responses
were taken from those who were handling CSR affairs (in total sixteen companies). The
questionnaire included a list of different activities which come under the preview of CSR. A
detailed review of literature and information available on web sites of different companies
were of great help for this purpose. The final questionnaire incorporating 22 CSR activities
(Table 3.2.1) was sent to the companies and was requested to fill the questionnaire by
selecting the activity of CSR done by it and the amount incurred in implementing the CSR

activity in the last three financial years.

Table 3.2.1: CSR activities performed by the Promoter Company —Questionnaire

Sr. 9 o | = - | 2 o
CSR Activities by the Promoter Company N AR AR <
No. N B 23| QB S| | B 3
o |8 2|28 ¢eglg|8& ¢
Y O £/ )|O0 &£ |0 £

1 Is project proponent involved in planting saples i.e.

" | tree plantation drive?
5 Is project proponent providing / donating computers
" | and other related hardware to schools / students in
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rural areas?

Is project proponent providing free computers

> training for school students in rural areas?
A Is project proponent providing help to NGO by
giving them monetary funds?
. Is project proponent providing free health checkups
in rural areas with the help of doctors?
Is project proponent donating quality fitness and
6. | sports equipment in schools in rural areas or in
villages?
. Is project proponent providing adult literacy
programmes?
Is project proponent donating money, clothes,
5 blankets, toys etc to an orphanage?
9 Is project proponent providing help to victims of
natural calamities?
Is project proponent providing free stationary,
10 uniforms in schools?
" Is project proponent providing job to needy people in
the vicinity?
Is project proponent creating awareness about
12.| smoking and other drug related problems in 5 kms
radius of the project area?
Is project proponent helping the local authorities in
13.| maintaining the parks within 5 km radius of the
project?
Is project proponent promoting gender equality and
e empowering women?
15 Is project proponent donating fund to the National
Relief Fund?
16 Is project proponent helping the Govt. in cleaning of

ponds in villages and improving sanitation facilities?
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17.

Is project proponent making toilets for the girls in

villages?

18.

Is project proponent taking some measures to reduce
noise pollution coming from vehicular traffic in the

vicinity?

19.

Is project proponent providing dustbins for

municipal solid waste in the vicinity of the project?

20.

Is a project proponent sponsoring sports event in

villages?

21.

Is project proponent building roads within 5 km

radius of the project?

22.

Is project proponent providing lightening of roads,

villages etc within 5 km radius of the project?
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CHAPTER 4
RESULTS AND DISCUSSIONS

After carrying out the survey in various industrial sectors, the data provided by them which
includes the CSR activities performed by them and cost incurred on implementation of each
activity in the last three years which has been analyzed and presented below:-

4.1 Funds to NGO

A non- governmental organization is as organization which is neither a part of government
nor a conventional for profit business. NGO’s have great influence and power in global
affairs. NGOs perform a variety of service and humanitarian functions, bring citizen concerns
to Governments, advocate and monitor policies and encourage political participation through
provision of information. Some are organized around specific issues, such as human rights,
environment or health. They provide analysis and expertise, serve as early warning
mechanisms and help monitor and implement international agreements.. NGO’s can make the
difference in the society if they are given some sort of financial help. Data on the Helping the
NGO’s has been provided by four sectors namely Refinery, Chemical, Pulp & Paper and
Pharmaceutical for the three consecutive financial years (2012-2015) and has been presented
in Figure 4.1.1, 4.1.2 and 4.1.3. Further, a graph of average cost incurred in lacs by these
sectors has also been presented in Fig 4.1.4.
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Fig 4.1.1 Variation of Cost incurred on funding the NGO’s by different Sectors (2012-2013)

20| Page



4.5

3.5

2.5

Cost incurred in lacs

1.5

0.5

Refinery

Chemical

Pulp & Paper

Pharmaceutical

Fig 4.1.2 Variation of Cost incurred on funding the NGO’s by different Sectors (2013-2014)
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Fig 4.1.3 Variation of Cost incurred on funding the NGO’s by different Sectors (2014-2015)
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Fig 4.1.4 Average cost incurred on funding the NGO’s by different Sectors (2012-2015)

First of all, only four sectors have come forward to help the NGOs by giving them monetary
funds. The refinery sector is consistent in the last three consecutive years in helping NGO’s
by giving them monetary fund on an average of Rs. 4-5 lacs but had not helped the NGO’s
for an amount which had exceeded an amount of Rs. 5 lacs. However, the pharmaceutical
sector has contributed maximum in helping the NGO’s by giving them monetary fund on an
average of Rs. 6-8 lacs in last three years but it is to be noted here that maximum amount of
contribution to the extent of Rs. 7.5 lacs was made in the year 2013-14 which is categorically
shown in Fig. 4.1.2. The rise in funding to NGO’s has been observed in pulp & paper sector
from the year 2012 to the present scenario, as it has been increased from 2 lacs to more than 3
lacs in the year 2015 which is shown in Fig. 4.1.3. As far as chemical sector is in concern, it
has spent minimum in helping NGOs i.e. on an average of Rs.1-2 lacs and it had never
contributed more than amount of Rs. 2 lacs in the last three years.

4.2 Free health checkups in rural areas

Regular health examination and tests can help to find problems before they become
uncontrollable. They also can help find problems early, when chances for treatment and cure
are better. By getting the right health services, screenings, and treatments, one has chance for

longer living and healthier life. One’s age, health and family history, lifestyle choices and
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other important factors impact on what and how often one need healthcare. Data on the free
health checkups in rural areas has been provided by five sectors namely Chemical, Cement,
Pulp & Paper, Refinery and Food sector for the three consecutive financial years (2012-2015)
and has been presented in Figure 4.2.1, 4.2.2 and 4.2.3. Further, a graph of average cost

incurred in lacs by these sectors has also been presented in Fig 4.2.4.
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Fig 4.2.1 Variation of Cost incurred on free health checkups by different Sectors (2012-2013)
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Fig 4.2.2 Variation of Cost incurred on free health checkups by different Sectors (2013-2014)
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Fig 4.2.3 Variation of Cost incurred on free health checkups by different Sectors (2014-2015)
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Fig 4.2.4 Average Cost incurred on free health checkups by different Sectors (2012-2015)
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The pulp & paper sector is paying attention at the maximum to the health needs of the people
surrounding their business entity and is spending on an average of 6-7 lacs. However, this
sector contributed maximum towards health needs for an amount of rupees more than 10 lacs
in the year 2012-13 but thereafter it cut down its expenditure to the amount of Rs 6 lacs only
in the last two consecutive years. There is also decline in the expenditure incurred by food
sector from the amount of Rs. 5 lacs to the amount of Rs. 2 lacs from the year 2012 to 2015
which is specifically shown in the figures 4.2.1 to 4.2.3. Although chemical and refinery
sectors are consistent with their amount spent on the free health checkups around 1-2 lacs &
3-4 lacs respectively as CSR activity in last three financial years. But refinery sector played
more significant role than chemical sector as chemical sector remained near to an amount of
Rs. 1 lacs in last three years, on the other hand refinery sector arranged free health checkups
to the extent of rupees more than 3 lacs from the year 2013 to 2015. So far as sector of
cement is in concern, it has increased its expenditure from an amount of Rs. 3 lacs to Rs. 4.7
lacs towards this activity. But, on an average, the pulp & paper sector has spent highest
amount on free health checkups as compared to other sectors which is crystal clear as

manifested in figure 4.2.4
4.3 Adult Literacy Programmes

Literacy programs may be seen either as integral to the achievement of the goals of a larger
community initiative (one on education, for instance), as one part of a multi-prolonged
approach to a community problem, or as a component of an all-out assault on poverty and
other conditions that produce unwanted consequences in the community. Some initiatives that
might include adult literacy services are Voter registration, Economic development, Job
training, Education, Specific early childhood or school-based initiatives and Anti-poverty.
Data on the adult literacy programmes has been provided by three sectors namely Food,
Refinery and Cement for the three consecutive financial years (2012-2015) and has been
presented in Figure 4.3.1, 4.3.2 and 4.3.3. Further, a graph of average cost incurred in lacs by
these sectors has also been presented in Fig 4.3.4
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Fig 4.3.1 Variation of Cost incurred on adult literacy programmes by different Sectors
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Fig 4.3.4 Average Cost incurred on adult literacy programmes by different Sectors (2012-
2015)
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The cement sector has showed its utmost concern in providing adult literacy programmes i.e.
spending to the extent of Rs.10 lacs every year and had spent maximum of an amount Rs. 14
lacs in the year 2013-14 as shown in fig 4.3.2. The food and refinery sectors had shown
consistency in the amount incurred by them for organizing programmes on adult literacy i.e.
on an average of Rs.2-3 lacs and Rs. 3-4 lacs respectively. However, refinery sector had
incurred more expenditure that of food sector and had spent more than Rs. 4 lacs in the year
2014-15 which is shown in fig 4.3.3. Other sectors should also come forward in spending

some more amounts on this activity.
4.4 Improvement in School Education

Schools are supposed to be the temples of learning, but the average primary educational
institution in India is likely to be a dingy, dilapidated place without access to electricity,
toilets and with few teachers having poor infrastructure. Data on the free stationary, uniforms
in schools have been provided by five sectors namely Food, Refinery, Pulp & Paper,
Pharmaceutical and Cement sectors for the three consecutive financial years (2012-2015) and
has been presented in Figure 4.4.1, 4.4.2 and 4.4.3. Further, a graph of average cost incurred

in lacs by these sectors has also been presented in Fig 4.4.4.
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Fig 4.4.1 Variation of Cost incurred on providing free stationary, uniforms in schools by
different Sectors (2012-2013)

28| Page



25

= = N
o (62} o

Cost incurred in lacs

a1

Food Refinary Pulp & Paper ~ Pharmaceutical Cement

Fig 4.4.2 Variation of Cost incurred on providing free stationary, uniforms in schools by
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Fig 4.4.3 Variation of Cost incurred on providing free stationary, uniforms in schools by
different Sectors (2014-2015)
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Fig 4.4.4 Average Cost incurred on providing free stationary, uniforms by different Sectors
(2012-2015)

The refinery sector has spent maximum amount on this activity i.e. more than an amount of
Rs. 20 lacs and rest of the sectors namely food, pharmaceutical, pulp & paper have spent
between 0-5 lacs. However, the maximum contribution which was raised to an amount of Rs.
25 lacs had been done in year 2012-13 by refinery sector. So far as sector of pulp & paper is
in concern, a downfall was observed in the expenditure incurred from the year 2012 to 2015
i.e. 6 lacs to 4.5 lacs. The pharmaceutical and food sectors have almost spent same amount
for an average of Rs. 0-5 lacs in this activity The cement sector has also spent between 5 to
10 lacs on an average in the last three years.. If the average amount of these sectors is added
then it comes out to be 30 lacs which can be enhanced up to 50 lacs if other sectors should
contribute. Thus, the contribution of every sector can make a lot of improvement in

Education system.

4.5 Employment Generation

There is huge economic disparity in India. Per capita income is quite variable. This is due to
the unemployment in the different States of India. Thus, creating jobs for the poor and needy

people and helping them is a noble endeavor. The more society gives aid to poor and needy
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people, the more society strengthen their dependency. Create a new system built on inter-
dependency which motivates them to work and move forward and their dignity is maintained.
Data on employment generation has been provided from five sectors namely Chemical,
Metallurgical, Power, Cement and Pharmaceutical sectors for the three consecutive financial
years (2012-2015) and has been presented in Figure 4.5.1, 4.5.2 and 4.5.3. Further, a graph of
average cost incurred in lacs by these sectors has also been presented in Fig 4.5.4.
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Fig 4.5.1 Variation of Cost incurred on providing jobs to the needy people in the vicinity by
different Sectors (2012-2013)
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Fig 4.5.2 Variation of Cost incurred on providing jobs to the needy people in the vicinity by
different Sectors (2013-2014)
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Fig 4.5.3 Variation of Cost incurred on providing jobs to the needy people in the vicinity by
different Sectors (2014-2015)
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Fig 4.5.4 Average Cost incurred on providing jobs to needy people in the vicinity by different
Sectors (2012-2015)

The pharmaceutical sector has bagged top slot in this activity by spending on an average of

9.5 lacs in the last three years. At the same time, this fact could not be ignored that power
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sector had also contributed for an amount of Rs. 12 lacs for the employment generation in the
year 2013-14 which is shown in fig. 4.5.2. However, average of power sector remained
around Rs. 6-8 lacs in last three years. It is to be noted here that consistent downfall has been
observed in cement sector from the year 2012 to 2015 i.e. from Rs. 10 lacs to Rs. 4 lacs. The
sharp decrease in amount spent on this activity by Cement Sector indicates that they are not
able to provide jobs to needy people in the year 2014-2015. The chemical sector and
metallurgical sector are consistent with their amount spent i.e. around 0-2 lacs on average in
the last three years. The Pulp and Paper Sector is not spending on this activity which shows
that the sector is spending money on other CSR activities.

4.6 Sponsoring sports event in villages

Sponsoring sports event might include sponsoring a local cricket team, art exhibition,
business competition, school project or recycling initiative. Sponsorship can generate
substantial publicity for a relatively small investment. Corporate World can sponsor sports
event in the villages easily. This will keep children motivated and helps us to know the
potential in children who can play for India. Data on the sponsorship sports event in villages
has been provided by sectors namely Pulp & Paper, Food, Chemical and Cement for the three
consecutive financial years (2012-2015) and has been presented in Figure 4.6.1, 4.6.2 and
4.6.3. Further, a graph of average cost incurred in lacs by these sectors has also been
presented in Fig 4.6.4.
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Fig 4.6.1 Variation of Cost incurred on sponsoring sports event in villages by different
Sectors (2012-2013)
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Fig 4.6.4 Average Cost incurred in sponsoring sports event in villages by different Sectors
(2012-2015)

The cement sector has spent on average 12 lacs in sponsoring sports event followed by Food
Sector which has spent ten lacs. Both sectors have shown utmost concern for children living
in rural areas. Although in earlier activities, food sector was spending fewer amounts but this
came as surprise. The pulp & paper sector and chemical sector have spent minimal in
sponsoring sports event i.e. 0- 2 lacs on average. Two sectors scale on higher side and other
two sectors are on lower side which clearly indicates the order of preferences given to CSR

activities by one Sector or the other.
4.7 Planting Saplings

Sapling’s plantation drive is to protect the environment which may help the country to tackle
the growing menace of the global warming. Tree plantation drives help the society to have
clean environment, and helps in reducing the pollution. Data on the tree plantation drive has
been provided by six sectors namely Refinery, Power, Food, Chemical, Pulp & Paper and
Metallurgical sector for the three consecutive financial years (2012-2015) and has been
presented in Figure 4.7.1, 4.7.2 and 4.7.3. Further, a graph of average cost incurred in lacs by
these sectors has also been presented in Fig 4.7.4.
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Fig 4.7.1 Variation of Cost incurred on tree plantation drive by different Sectors (2012-2013)
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These two sectors namely power and metallurgical sectors have showed the commitment
towards reducing environmental pollution. However, contribution of metallurgical sector
remains the same in the last three years i.e. for an amount of Rs. 1.2 lacs in each year. Thus,
in all other sectors, there is variation of cost incurred except the consistency in metallurgical
sector. Further, costs incurred by power sector in fluctuate from Rs. 1 to 1.5 lacs & it remain
highest for an amount of Rs. 1.5 lacs in the year 2014-15 as shown in fig 4.7.3. The chemical
sector is spending very minimal i.e. Rs 0.25 lacs on an average in the last three years. The
average cost incurred by food sector is somewhat higher than refinery and pulp & paper
sectors. The industrial sectors should try to spend more and more in tree plantation drive
because of their priority to prevent the pollution.

4.8 Promoting Gender Equality and Empowering Women

The term "empowerment of women" refers to the process of providing power to women to
stand up against the control of the others and help them to lead a prosperous and a successful
life. Historically, women have been regarded as constituting a weaker section in the society.
No country can progress if it isolates 50% of its population. India has 500 million women and
in the future, economic progress can never be achieved with a myopic view of isolating
women or denying the opportunities to them. Although, the principle of gender equity in the
workplace is generally accepted, but discriminatory practices still persists in many
organizations despite regulations to the contrary. It is important to create an open and friendly
atmosphere to address gender discrimination issues which can ultimately lead to
empowerment of women. Women bring unique talent, ideas and responsibilities to the
workplace. Society needs women economic empowerment to truly achieve growth and

sustainability.

4.9 Swachh Bharat Abhiyan

Swachh Bharat Abhiyan/ Mission (Hindi: ¥dT& #Rd AfHAA, English: Clean India

Mission and abbreviated as SBA or SBM for "Swachh Bharat Mission™) is a national
campaign by the Government of India, covering 4,041 statutory cities and towns, to clean the
streets, roads and infrastructure of the country. The campaign was officially launched on 2
October 2014 at Rajghat, New Delhi, where Prime Minister Narendra Modi himself cleaned
the road. It was performed in remembrance of Mahatma Gandhi's words.
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There was recent news that Government of India is exploring opportunities for involving
private players through corporate social responsibility (CSR) in Ganga clean-up activities.
The cleaning of ponds will look like smaller project as compared to cleaning of Holy River.
But there is a serious concern about villages, where there are many ponds and no sanitation
facility exists. There are no toilets for the girls. More than 53 percent of Indian homes —
about 70 percent in the villages — lack toilets. Even people living in the city do not want to
visit our ancestors living in the rural areas i.e. villages. Poor sanitation and contaminated
water cause 80 percent of the diseases afflicting rural India, and diarrhea is a leading killer of
children younger than 5, UNICEF says. The objective of “Clean India” campaign is to
provide new sanitary toilets to more than 60 million homes by 2019.

Further, the population is increasing day by day, the consumption of food products has
increased manifold. It has resulted in huge generation of municipal solid waste which is
required to be handled in scientific manner. The first step which is required to be taken is its
collection near to its generation point. If dustbins are provided at point of generation of solid
waste, then people will automatically put the waste into dustbin rather than splitting it on the
roads. The project proponent can easily invest in this activity in rural areas within 5 km
radius of the project in order to make surroundings clean so that people in villages can live in

clean environment.

Sill today rural areas are ignored in case of development like lightening of roads, villages etc.
The development work in urban areas is at faster pace, however, rural areas are only meant
for vote bank. Thus, sectors can make full contribution in development of villages in

consultation with Panchayat members.
4.10 Creating awareness about smoking and other drug related problems

Drug abuse is a serious public health problem that affects almost every community and
family in one way or other. Drug abuse can lead to homelessness, crime, and missed work or
problems with keeping a job. It harms unborn babies and destroys families. 73.5% of Punjab's
youth is addicted to drugs. It also creates health problems for the non smokers in the family.
The yearly consumption of alcohol in Punjab is touching 29 Crore bottles making it one of
the highest per capita consumers of alcohol in the world. The scenario in Punjab is worsening
at such a rapid rate, that experts have already begun to put an expiry date to the state. The
future of youths can only be saved if awareness campaigns regarding smoking and drug

related problems are held in each part of country.
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4.11 Relationship between CSR activities, Company Profitability and % age of actual

profit incurred on CSR activities

In the notification no.GSR 129(E) dated 27.02.2014

issued by Ministry of Corporate Affairs

(Annexure-A), it has been clearly mentioned that 2 % of annual net profit after tax has to be

spent on the CSR activities. Accordingly, the data of the profit after tax from sectors

(Pharmaceutical, Pulp & Paper and Metallurgical) has been collected and amount spent on

the CSR activity by them in last three financial years
combined graph has also been presented for the three

has been plotted in Fig 4.8.1 t0 4.8.3. A
consecutive years in Fig 4.8.4.

B 2012-2013( Cost incurred on CSR in lacs) W 2012-2013 (Profitin lacs)
1372.1
778.82 856.66
Metallurgical Pulp & Paper Pharmaceutical

Fig 4.8.1 Variation of cost incurred on CSR versus Profit in lacs by different sectors (2012-

2013)
m 2013-2014( Cost incurred on CSR in lacs) m 2013-2014 (Profitin lacs)
1264.08
1067.1
620.8
2.7 125 24.7
Metallurgical Pulp & Paper Pharmaceutical

Fig 4.8.2 Variation of cost incurred on CSR versus Profit in lacs by different sectors (2013-

2014)
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B 2014-2015( Cost incurred on CSR in lacs) B 2014-2015 (Profitin lacs)
1216.2
979.63
662.64
3.2 14.41 26.4
Metallurgical Pulp & Paper Pharmaceutical

Fig 4.8.3 Variation of cost incurred on CSR versus Profit in lacs by different sectors (2014-

2015)

Values in lacs

1600

1400

1200
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800
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400

200

_ m Metallurgical
® Pulp & Paper

‘ m Pharmaceutical

2012-2013( 2012-2013 2013-2014( 2013-2014 2014-2015( 2014-2015
Costincurred (Profitinlacs) Costincurred (Profitinlacs) Costincurred (Profitin lacs)
onCSR in lacs) on CSR in lacs) onCSR in lacs)

Fig 4.8.3 Combined variation of cost incurred on CSR versus Profit in lacs by different

sectors in the last three financial years

The graphs have been plotted between amount spent on CSR activity and the profit of three

sectors. Two sectors namely pharmaceutical and pulp & paper are strictly adhering to the

statement that 2 % of annual profit be spent on CSR activities. The metallurgical sector is not
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spending the amount on CSR as required. The purpose of representation of these graphs is not
to discuss the violation of CSR Rules, 2014 or compliance made by some sectors. All the
CSR activities listed in Table 3.2.1 possess great importance and significance. One cannot
say that if company is not performing any one of the CSR activity, then it is case of
lapse/failure on the part of company to implement CSR. However, it can be said that CSR can
be implemented in better way if every activity is looked upon by the company.

Further, it is evident from above discussions that most industrial sectors are involved in CSR
activities like tree plantation drive, free health checkups in rural areas, adult literacy
programmes, providing free stationary, uniforms in schools, providing job to needy people in
the vicinity and sponsoring sports event in villages. However, other activities like promoting
gender equality and empowering women, dustbins for municipal solid waste in the vicinity of
the project, helping the Govt. in cleaning of ponds in villages and improving sanitation
facilities, donating money, clothes, blankets, toys etc to an orphanage, old age homes &
creating awareness about smoking and other drug related problem. Social business projects
like giving medical and legal aid, treatment to road accident victims have also been recently
included in CSR activities listed in schedule VII of Companies Act, 2013 (Annexure-B) and

it was found to be neglected in the activities carried out by the industrial sectors.
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CHAPTER-5

CONCLUSION

The present study includes the collection of CSR data from different industrial sectors viz
Pulp & Paper, Pharmaceutical, Chemical, Metallurgical etc in the State of Punjab. The
industrial sectors have shown their concern to spend amount on the 6-7 activities which
includes funding the NGO’s, free health checkups, adult literacy programmes, improvement
in school education, free stationary, uniforms in schools, employment generation, sponsoring
sports events and planting saplings. The results indicate that Pharmaceutical and Pulp &
Paper are such sectors which are complying with the CSR rule, i.e. spending 2% of net profit
on CSR activities. However, the activities of CSR such as Gender Equality and Empowering
Women, Swachch Bharat Abhiyan, creating awareness for drug related problems and social
business projects have not been considered and needs further attention. The corporate world
should implement CSR according to the requirements of the people living in the vicinity.
This will help the corporate to reach out the people locally and can identify the issues which
need to be addressed. For implementing CSR in a better way, an industry/ company must
have CSR committee and CSR policy which includes a list of CSR activities, planned
expenditure on such activities alongwith time specification for execution of such activities
followed by regular monitoring. A list of CSR activities should be displayed on the website
of concerned establishment and annual report should be submitted to regulatory body.
Further, the post monitoring of the CSR activities carried out by an organization must be

accessed on periodical basis so as to ensure its implementation.
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CHAPTER-7
SCOPE OF FURTHER RESEARCH

The present study gives an idea of CSR orientation of different sectors in India. An industry
specific research can be conducted to know the CSR involvement of corporate in particular
industry/sector. Another possible area for further research is comparison of CSR practices of
MNCs across the countries / regions / continents of the world. A future research can also be
conducted to know whether CSR can be used as a tool of strategic advantage for corporate
society. This will help the MNCs to formulate better CSR strategies. Impact of socially
responsible behavior on corporate financial performance may also be examined. To know the
state and trends of CSR disclosures of MNCs in India is another possible area of future

research.
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MINISTRY OF CORPORATE AFFAIRS
NOTIFICATION
New Delhi, the 27th February, 2014

- GS.R 129(E).— In exercise of the powers conferred under section 135 and sub-sections (1) and |
(2) of section 469 of the Companies Act, 2013 (18 of 2013), the Central Government hereby makes the
following rules, namely: - : S S ' .

1. Short title and commencement. — (1) These rules may be called tﬁe Compénies {Corporate Social
Responsibility Policy) Rules, 2014. :

(2)  They shall come into force on the 1% déy of April, 2014.
2. Definitions.- (1) In these rules, unless the context otherwise requires, -
(a) “Act” means the Companies Act, 2013; '
(b) | “Annexure” means the Annexure appended to these rules; _
{c) “Corporate Social Responsibility (CSR)” means and includes but is not limited to -
(i) Projects or programs relating to activities specified in Schedule VIIto the Act; or

(ii) Projects or programs relating to activities undertaken by the board of directors of a
company {Board) in pursuance of recommendations of the CSR Committee of the Board as
per declared CSR Policy of the company subject to the condition that such policy will cover
subjects enumerated in Schedule VII of the Act. '

(d) “CSR Committee” means the Corporate Social Responsibility Comimittee of the Board referred to in
section 135 of the Act. : : : :

(e) “CSR Policy” relates to the activities to be undertaken by the company as specified in Schedule VII to
the Act and the expenditure thereon, excluding activities undertaken in pursuance of normal course of
business of a company; S ' '

H “Net profit” means the net profit of a company a_s' per its financial statement prepared in accordance
with the applicable provisions of the Act, but shall not include the following, namely :-

(i) any profit arising from any overseas branch or branchés'of the company, whether operated as
a separate company or otherwise; and : : '
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(ii) any dividend received from other companies in India,'. which are covered under and
complying with the provisions of section 135 of the Act:

Provided that net profit in respect of a financial year for which the relevant financial
statemeénts were prepared in accordance with the provisions of the Companies Act, 1956, (1
of 1956) shall not be required to be re-calculated in accordance with the provisions of the
Act: ' '

Provided further that in case of a foreign company covered under these rules, net profit means

the net profit of such company as per profit and loss account prepared in terms of clause (a) of sub-
section (1) of section 381 read with section 198 of the Act. '

() Words and expressions used and not defined in these rules but defined in the Act shall have the same

meanings respectively assigned to them in the Act. B
3. Corporate Social Responsibility. -

(1) Every company including its holding or subsidiary, and a foreign company defined under .clause (42) of
section 2 of the Act having its branch office or project office in India, which fulfills the criteria specified in
sub-section (1) of section 135 of the Act shall comply with the provisions of section 135 of the Act and these
rules: '

Provided that net worth, turnover or net profit of a foreign company of the Act shall be computed in
accordance with balance sheet and profit and loss account of such company prepared in accordance with the
provisions of clause (a) of sub-section (1) of section 381 and section 198 of the Act.

(2) Every company which ceases to be a company covered under sub-section (1) of section 135 of the
Act for three consecutive financial years shall not be required to -

{(a) constitute a CSR Committee; and _ _

(b) comply with the provisions contained in sub-section (2) to (5) of the said seétion, E
till such time it meets the criteria. specified in sub-sectibn (1) of fse:éti_on- 135.

4. CSR Activities.-

(1 The CSR activities shall be undertaken by the company, as per its stated CSR Policy, as projects or
programs or activities (either new or ongoing), excluding activities undertaken in pursuance of its normal
course of business. : '

(2) The Board of a company may decide to undertake its CSR activities approved by the CSR
Committee, through a registered trust or a registered society or a company established by the company or its
holding or subsidiary or associate company under section 8 of the Act or otherwise:

Provided that—

(i) if such trust, society or company is not established by the company or its holding or subsidiary or
associate company, it shall have an established track record of three years in undertaking similar
programs or projects;

(i) the company has specified the project or programs to be undertaken through these entities, the
modalities of utilization of funds on such projects and programs and the monitoring and reporting
mechanism. : _

3) A company may also collaborate with other companies for undertaking projects or programs or CSR
activities in such a manner that the CSR Committees of respective companies are in a position to report
separately on such projects or programs in accordance with these rules. :

4) Subject to provisions of sub-section (5) of section 135 of the Act, the CSR projects or programs or

activities undertaken in India only shall amount to CSR Expenditure.

(5) . The CSR projects or programs or activities that benefit only the employees of the company and their
families shall not be considered as CSR activities in accordance with section 135 of the Act.

892 61/10-3
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(6) Companies may build CSR capacities of their own personnel as well as those of their Implementing
agencies through Institutions with established track records of at least three financial years but such
expenditure shall not exceed five percent. of total CSR expenditure of the company in one financial year.

(7 Contribution of any amount directly or indirectly to any pohtlcal party under section 182 of the Act,
shall not be considered as CSR activity.

5. CSR Committees.-
(13- The companies mentioned in the rule 3 shall constitute CSR Committee as under -

(1) an unlisted public company or a private company covered under sub-section (1) of section 135 which

is not required to appoint an independent director pursuant to sub-section (4) of section 149 of the Act, shall

have its CSR Committee without such director ;

(i) a private company having only two dxrectors on its Board shall constitute its CSR Committee with
two such directors;

(i) with respect to a foreign company covered under these rules, the CSR Committee shall comprise of

at least two persons of which one person shall be as specified under clause (d) of sub-section (1) of

section 380 of the Act and another person shall be nominated by the foreign company.

2) The CSR Committee shall institute a transparent monitoring mechanism for implementation of the
CSR projects or programs or activities undertaken by the company.

6. CSR Policy.-
(1 The CSR Policy of the company shall, inter-alia, include the following, namely :-

(a) a list of CSR projects or programs which a company plans to undertake falling within the purview
of the Schedule VII of the Act, specifying modalities of exccu’aon of such project or programs and
implementation schedules for the same; and-

{b) monitoring process of such projects or programs:

Provided that the CSR activities does not include the activities undertaken in pursuance of normal
course of business of a company.

Provided further that the Board of Directors shall eﬁsure that activities included by a company in its
Corporate Social Responsibility Policy are related to the activities included in Schedule VII of the Act.

(2) The CSR Policy of the company shall specify that the surplus arising out of the CSR projects or programs
or activities shall not form part of the business profit of a company. :

7. CSR Expenditure.- CSR expenditure shall include all expendzture including contribution to corpus,
tor projects or programs relating to CSR activities approved by the Board on the recommendation of its CSR

Committee, but does not include any expenditure on an item not in conformity or not in line with activities -
* which fall within the purv1ew of Schedule VII of the Act.

8. CSR Reporting,-

(1) The Board’s Report of a company covered under these rules pertamm g to a financial year commencing on
or after the 1% day of April, 2014 shall include an annual report on CSR containing partlcu]ars Spemﬁed in
Annexure. .

{2} In case of a forelgn company, the balance sheet filed under sub-clause (b) of sub-section (1) of
section 381 shall contain an Annexure regarding report on CSR. .

9. Display of CSR activities on its website. -

The Board of Directors of the company shall, after taking into account the recommendations of CSR
Committee, approve the CSR Policy for the company and disclose contents of such policy in its report and the
same shall be displayed on the company’s website, if any, as per the particulars specified in the Annexure.

[F. No. 1/18/2013-CL.V]
RENUKA KUMAR, }. Secy.
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ANNEXURE

FORMAT FOR THE ANNUAL REPORT ON CSR ACTIVITIES TO BE INCLUDED IN

THE BOARD’S REPORT

A brief outline of the company’s CSR policy, including overview of projects or programs

l.

" proposed to be undertaken and a reference to the web-link to the CSR policy and projects or -
¢ programs.

2. The Composition of the CSR Committee.

3. Average net profit of the company for last three financial years

4. Prescribed CSR Expenditure (two per cent. of the amount as in item 3 above)

5. Details of CSR spent during the financial year.

(a) Total amount to be spent for the financial year;

(b) Amount unspent , if any;

(c) Manner in which the amount spent during the financial year is detailed below.
(1) 2) 3) 4) (3) (6) (@ (&)

SNeo | CSR Sector Projects or | Amount | Amount -Cumul- Amount spent:
project or | in programs outlay spent on the | ative Direct or through
activity which (1) Local area or | (budget) | projects or | expend- | implementing agency
identified. | the other project programs iture upto

Project | (2) Specify | or Sub-heads: |to . the
is the State and programs | (1) Direct Teport-

f covered. | district where “wise expenditure | ing

projects or on projects | period.

’r "| programs was of programs. |

. undertaken. (2) OQverheads:

|

'l 1

| 2

3
TOTAL

*Give details of implementing agency:

6. In-case the company has failed to spend the two per cent of the average net profit of the last three
financial years or any part thereof, the company shall prowde the reasons for not spending the
amount in its Board report.

7. A respon51b1hty statement of the CSR Committee that the implementation and monitoring of CSR

Policy, is in compliance with CSR objectives and Policy of the company.

Sd/- Sd/- Sd/-
(Chief Executive Officer or Managing | (Chairman CSR [Person specified under clause (d) of
Director or Director) Committee) sub-section {1) of section 380 of the Act]

(wherever applicable)

" Printed by the Manager Government of India Press, Ring Road, Mayapun New Dethi-110064
and Published by the Controllcr of Publications, Delhi-110054
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[w1. 4. 1/18Y/2013-Hwa-V]
H PAR, WYF Wi

MINISTRY OF CORPORATE AFFAIRS
NOTIFICATION
New Delhi, the 27th February, 2014

G.S.R. 130(E).—In exercise of the powers conferred by sub-section (1) of section 467 of the Companies
Act, 2013 (18 of 2013), the Central Government hereby makes the following amendments to Schedule VII of the said

Act, namely :—

(1) In Schedule VII, for items (i) to (x) and the entries relating thereto, the following items and entries shall be
substituted, namely :—

“(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

eradicating hunger, poverty and malnutrition, promoting preventive health care and sanitation and
making available safe drinking water;

promoting education, including special education and employment enhancing vocation skills
especially among children, women, elderly, and the differently abled and Tlivelihood enhancement
projects;

promoting gender equality, empowering women, setting up homes and hostels for women and
orphans; setting up old age homes, day care centres and such other facilities for senior citizens and
measures for reducing inequalities faced by socially and economically backward groups;

ensuring environmental sustainability, ecological balance, protection of flora and fauna, animal
welfare, agroforestry, conservation of natural resources and maintaining quality of soil, air and
water;

protection of national heritage, art and culture including restoration of buildings and sites of
historical importance and works of art; setting up public libraries; promotion and development of
traditional arts and handicrafts;

measures for the benefit of armed forces veterans, war widows and their dependents;

training to promote rural sports, nationally recognised sports, paralympic sports and Olympic
sports;

contribution to the Prime Minister's National Relief Fund or any other fund set up by the Central
Government for socio-economic development and relief and welfare of the Scheduled Castes, the
Scheduled Tribes, other backward classes, minorities and women;

contributions or funds provided to technology incubators located within academic institutions
which are approved by the Central Government;

rural development projects.”

2. This notification shall come into force with effect from 1st April, 2014.

[F. No. 1/18A/2013-CL-V]
RENUKA KUMAR, Jt. Secy.

Printed by the Manager, Government of India Press, Ring Road, Mayapuri, New Delhi- 110064

and Published by the Controller of Publications, Delhi-110054.



No.J-11013/25/2014-1IA.1
Government of India
Ministry of Environment & Forests

Indira ParyavaranBhawan,
JorBagh Road, Ali Ganj,
New Delhi-11003

Dated the 11" August, 2014
OFFICE MEMORANDUM

Subject: Environment sustainability and CSR related issues-
guidelines

The Environment Impact Assessment (EIA) Notification 2006, issued
under the Environment (Protection) Act 1986, as amended from time to
time, prescribes the process for granting prior environment clearance (EC) in
respect of certain development projects / activities listed out in the Schedule
to the notification.

2. Sustainable development has three cormponents, viz., social, economic
and environmental. All the three components are closely inter-related and
mutually re-enforcing.  Considering this, the general structure of EIA
document, under Appendix-III to the notification, prescribes inter-alia public
consultation, social impact assessment and R&R action plan besides
environment management plan (EMP).

3. It is noticed that while there is clarity on the guidelines on EMP, as
regards sustainability related issues, different formulations have been
prescribed in the conditions in EC letters for the projects under different
sectors listed out in Schedule to the EIA Notification, 2006. Thus, there is a
need to issue guidelines on the subject.

4, Section 135 of the Companies Act, 2013 deals with_corporate social
responsibility and Schedule-VII of the Act lists out the activities which may
be included by companies in their CSR Policies. The activities relating to
“ensuring environmental sustainability”, are listed in this schedule. Further,
Ministry of Corporate Affairs has also notified the Companies (Corporate
Social Responsibility Policy) Rules, 2014.

5. The concept of CSR as provided for in the Companies Act, 2013 and
covered under the Companies (Corporate Social Responsibility Policy) Rules,
2014 comes into effect only in case of companies having operating projects
and making net profit as also subject to other stipulations contained in the
aforesaid Act and Rules. The environment clearance given to a project may
involve a situation where the concerned company is yet to make any net
profit and / or is not covered under the purview of the aforesaid Act and
Rules. Obviously, in such cases, the provisions of aforesaid Act and Rules
will not apply.
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6. The matter has been further examined in the Ministry of Environment,
Forests & Climate Change (MoEF&CC). It has been decided that in respect of
valid concerns expressed during the pubiic consultations, mitigation issues
emerging from social impact assessment and R&R Plan, the project
proponents, in EIA / EMP report will clearly state the activity-wise costs
involved (both capital as well as recurring costs), the phasing of these
activities along with costs and also as to how such expenditure would be
met. The costs and the timelines for various activities as prepared by the
project proponent may be looked into by the concerned Expert Appraisal
Committee (EAC) for their reasonableness and appropriate recommendations
in the matter reflected in the minutes of EAC meeting. In case these
activities (or some of these activities) are proposed to be covered by the
project proponent under CSR activities, the project proponent should commit
providing for the same. In either case, the position regarding the agreed
activities, their funding mechanism and the phasing should be clearly
reflected in the EC letter.

7. The obligation on part of the project proponents, as mentioned in
para5 above, should be stated at the TOR stage itself as one of the TORs for
the project.

8. All Sectoral EACs will “follow the aforesaid procedure on environment
sustainability and CSR related issues while appraising the projects and do
away with the existing practices being followed on the subject, if any.

0. These guidelines will apply mutatis mutandis to SEACs/SEIAAs.

10. This issues with the approval of the Component Authority. ()

‘5“, -\ ) “ b)h\"

(Dr. Satish C.Garkoti)
/ Scientist 'F’
To 2?,1/

All the Officers of IA Division

Chairpersons / Member Secretaries of all the SEIAAs / SEACs
Chairman, CPCB

. Chairpersons / Member Secretaries of all SPCBs / UTPCCs

DW=

Copy to:

PS to MEF

PPS to Secretary (EF&CC)
PPS to AS(SS)

PPS to JS(AT)

Website of MOEF&CC:
Guard File
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