Corporate Social
Responsibility - Indian
Trends

Authors:

Vedant Batra, Lead Researcher, Goeman Bind
Rahul Prakash, Intern, Goeman Bind

Page |1

INTRODUCTION
With the passage of the Companies Act,
20131 and the CSR (Policy) Rules2 from 1
April 2014, India, has become a leading
nation
which
statutorily
recognizes
mandatory Corporate Social Responsibility.
Companies with a net worth of Rs 500 crore
or more, or a turnover of Rs 1000 cr. or more,
or a net profit of Rs 5 cr. or more in a given
financial year must spend 2 per cent of their
net profits on CSR programmes.3 It’s an
effective means to solve India’s diverse and
complex development issues with businesses
as viable partners. This is an effective way for
businesses to give back to society. The Act
mandates companies to formulate CSR
policy.4 Under the policy, companies need to
list out CSR projects/programmes. It has to
be a detailed policy covering- planning,
implementation and execution mechanism. It
must also have a mechanism for monitoring
and evaluation of the project.5 The project
undertaken must conform to areas specified
in Schedule VII of the Act.6 The policy
should be made available on the company’s
website.
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2015 was the first year of mandatory
reporting of CSR Contribution and
spending.7 Understandably, the first year
went to putting processes and policies in
place. CSR as a mandatory culture is still
nascent and there is sustained interest
amongst various stakeholders.
Mandatory CSR Funding was given a
statutory backing in 2013 and came in effect
in 2014. Since then there has been a
significant rise in the CSR spending by the
corporations. In FY 15-16, there has been
almost 35% jump in the CSR spending which
slightly reduced in FY 16-17 (by 6%) mainly
due to reduced profitability of Indian
corporations in general and public sector
banks in particular. Despite this, if we take
CSR spending in FY 14-15 as base value,
there is still significant increase in FY 16-17.

Companies Act, 2013 (Act No. 18 of 2013)
Companies (Corporate Social Responsibility) Rules,
2014, Ministry of Corporate Affairs
3
Supra note 1, sec 135.
4
Ibid
5
supra note 1
6
Ibid, sch. VII titled “Activities which may be
included by companies in their Corporate Social
Responsibility Policies” includes but is not limited to
eradicating extreme hunger and poverty, and
promotion of education.
7
Supra note 2
1
2

** Data has been sourced from National CSR Portal.
@ Some further calculation on the sourced data has been done.
## “Developed states” has been defined on the basis of standard method used by different international
agencies based on GSDP and GSDP per Capita.
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INTER STATE CSR
DISTRIBUTION
% CSR Contribution to 5
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Developed states accounts for lion’s share of
CSR spending. In FY 2014-15, they
accounted for almost 61.2% of the total CSR
contribution by the corporate. This trend has
continued, and their share increased to 64.3%
in FY 2016-17.
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% Share of CSR Funds for
Poverty Eradication

Uttar Pradesh and Bihar have lagged far
behind in terms of getting CSR funding, their
share is just 3.53% and 0.42% respectively
of the total CSR spending for poverty
eradication. It is ironical that though these
two states account for highest percentage of
Below-poverty line population in India still
get meager CSR funding for poverty

eradication program. Maharashtra, a
relatively well-off state, gets highest share
(19.23%) even for the poverty eradication
program. Its share is almost 50% in getting
CSR funding which has been allocated for
educational sector. Amongst less developed
states, Odisha managed to get 8.86% share of
the CSR funding for Poverty Eradication and
4.63% overall, though it is not amongst the
highest, Odisha has managed to get
reasonable percentage of share. Above trends
indicate that states have large industrial or
mineral resource base are able to attract large
CSR funding. Some more data points are
required for conclusively reaching any
conclusion but if the above trends hold true,
then it appears prima facie that the purpose of
CSR initiative is defeated because CSR
funding will be akin to /some kind of State
levy/taxes and those states having industrial
/resource base will get them. The aim of the
enactment of CSR provision was to address
the socio-economic needs of the country in
the “need-based” manner.
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** Data has been sourced from National CSR Portal.
@ Some further calculation on the sourced data has been done.
## “Developed states” has been defined on the basis of standard method used by different international
agencies based on GSDP and GSDP per Capita.
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METHOD OF CSR
IMPLEMENTATION
Most of the CSR spending by both Private
and Public sector companies (almost 70%)
are in education and health sector. The major
difference between (PSU and Private
companies) them is the mode of
implementation of these projects. In the case
of major Private sector companies, the
implementation
is
through
“other
implementing agencies” while in the case of
public sector companies, it is mostly through
“Direct” intervention or through “combined”
implementation.
Inner Circle represents Public Sector
Undertaking/Outer Circle represents Private
Sector Companies
Petroleum and Energy sector has the largest
share amongst
all
Industries/Sector.
However, their contribution is mostly
location specific i.e. States/provinces with
large presence of Industries from the
petroleum and energy sector also got the
majority share of the energy sector’s CSR
contribution.
There has been a quantum jump in the CSR
Spending in the educational sector from
FY14-15 to FY15-16 (almost 70%), and in
the health sector (though the increase is
uneven in this case, with a spike in FY 15-16
but again downward spike in FY 16-17)

DEVELOPMENTAL
SECTOR WISE CSR
DISTRIBUTION
There has been a quantum jump in the CSR
contribution to the educational Sector. This
jump is mainly on the account of large
investment of Reliance industries limited in
the “Reliance University “Project at Raigad
(almost to the tune of Rs130 Cr/1.3 Billion)
which increased to Rs1.5 Billion in FY 1617. It has to be noted that before this project
Reliance Industries limited was not in the top
ten contributor towards CSR initiative in the
education sector in FY 14-15, however on
account of this investment, it leapfrogged to
top position in FY 15-16 and FY 16-17. It is
slight to be ascertained whether this addition
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is on account of some modification of CSR
definition by the government.
Although Maharashtra has increased its share
in CSR revenue for the education sector from
19% in FY 14-15 to almost 25% in FY 15-16

** Data has been sourced from National CSR Portal.
@ Some further calculation on the sourced data has been done.
## “Developed states” has been defined on the basis of standard method used by different international
agencies based on GSDP and GSDP per Capita.
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and retained its share in FY 16-17, the less
developed states like Bihar, Chhattisgarh and
Odisha were also able to attract higher share
of CSR fund in the education sector. The
absolute amount attracted by these states
almost tripled in FY 15-16 vis-à-vis FY 1415.
Public Sector undertakings have taken a more
even and equity based approach towards their
CSR funding. Most of the less developed
states have got almost 75% to 80% of their
total CSR Funds from Public Sector
undertaking. There has been slight dip in the
contribution of CSR funds by public Sector
Undertaking, mainly on the account of lesser
profit margins of Public Sector Banks.
However, the decline has been more than
filled by larger contribution from private
sector companies.

INTRA-STATE CSR
DISTRIBUTION
There is skewness not only in the inter-state
CSR funding but also in the intra-state CSR
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funding. To analyze this effect, a sample of
five states has been taken (two being lesser
developed and also getting lower
proportionate CSR Funding, two being more
developed states and getting maximum share
of CSR funds and one being middle income
state). Out of the 38 districts in the state of
Bihar, around 11 districts has been classified
under Integrated Action Plan (which means,
they need additional fund because they lag in
the Socio-economic indicators). This
classification was the joint initiative of the
Ministry of Rural development and the
Ministry of Home Affairs. Out of these 11
districts, NO district received any CSR fund
during FY15-16 (Bihar received highest CSR
fund during this year). Another important
observation was that as the distance from
state capital increased, the funding decreased.
The border district of Bihar received almost
no CSR funding. Almost similar trends were
observed in Jharkhand, as more the district
lagged in development parameters, lesser
CSR funds it received.
However, the above trend doesn’t seem to
hold true for Karnataka, a relatively welldeveloped state. Only 1 out of 30 districts of
Karnataka doesn’t receive any CSR fund and
almost 60% district in Karnataka received
more than 150 lakh of funds. Intra-state
distribution of CSR funds is factually even in
this state. Maharashtra and Gujrat also
followed a similar pattern as Karnataka.
Although, 6 districts of Gujrat received less
than 50 lakh of CSR funds, and majority of
them belonged to the tribal belts. The above
analysis shows that the more developed the
state is, better is its utilization capacity of the

** Data has been sourced from National CSR Portal.
@ Some further calculation on the sourced data has been done.
## “Developed states” has been defined on the basis of standard method used by different international
agencies based on GSDP and GSDP per Capita.
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CSR funds. Lesser developed the state is, the
harder it is to get CSR fund and the poorer is
its utilization capacity. This phenomenon
may be also be linked to the governance of
the states, the developed states may have
better governance structure and thereby more
pro-active in soliciting CSR funds while the
lesser developed states may lack in the
initiative to attract CSR Funds. One more
noticeable feature is that most of the
developed states have institutionalized the
process of getting the CSR funds and have
well-planned projects for which they seek
CSR funds while the same may not be true
for the lesser developed states. There is also
lack of interest from Industries to provide
CSR funding on need- based approach. The
regional distribution of CSR funds by the
industries clearly shows that.

CSR AND FCRA FUNDING
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There has been dip in funds coming through
FCRA and subsequent increase in CSR
spending but, as stated above, it has to be
analyzed whether it is due to increase in
ambit of the categorization of CSR activities

or due to genuine increase in the CSR
spending by the firms.
FCRA contribution has decreased to 15,329
Crore (FY16-17) from 17798 Crore ( FY1516). For FY 17-18 , the decrease may be
quite drastic as only 583 Crores has been
received till 1st of August 2018.(Last date to
file return is 31st December 2018). As far as
FCRA contribution towards educational
sector is concerned, there has been dip of
almost 200 crores from FY 15-16 to FY 1617. There has been corresponding increase in
the CSR spending in the education sector (as
shown above), however as stated above this
increase is due to heavy investment by one or
two conglomerate in the education sector and
it is skewed in terms of regional distribution.
FCRA funds were evenly distributed across
region, thus even if decrease in FCRA
funding may have been compensated by
higher CSR spending, the regional disparity
inherent in the CSR spending may remain an
issue.
There has been move by the government to
broaden the definition of CSR activities that
can classify as CSR spending. In the first half
of 2015, the government broadened the
activities that comes under Sports promotion
by including creation of sports infrastructure
and maintenance. In the same way there has
been some other notification in 2015
regarding broadening the scope of CSR
activities. This certainly had impact on
increased CSR funding. However, to derive
any exact impact will require more granular
data. Second, as these changes have been
done mid of the year and we are provided

** Data has been sourced from National CSR Portal.
@ Some further calculation on the sourced data has been done.
## “Developed states” has been defined on the basis of standard method used by different international
agencies based on GSDP and GSDP per Capita.
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annual data, so determining its effect become
even more difficult. However, despite these
limitations we can say with some accuracy
that definition broadening had significant
impact on increased CSR activities.

CONCLUSION
The above findings show that CSR
contribution from India’s listed companies
can be used as a great source for funding
development projects in India, which will
eventually make both society and business
more sustainable. However, there is
requirement to revisit the policies so that the
distribution of such funds can be used for the
regions where development is needed the
most. For this, some incentives will need to
be created for the contributing companies
who should focus not only on regions where
companies are having regional offices but all
the operational sites and also those areas
where there is greater need. The companies
must adopt ethical approach in allocating
CSR funds for those who need than those
who they know.

** Data has been sourced from National CSR Portal.
@ Some further calculation on the sourced data has been done.
## “Developed states” has been defined on the basis of standard method used by different international
agencies based on GSDP and GSDP per Capita.

