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ABSTRACT

In India companies like TATA and Birla are practicing the Corporate Social- Responsibility (CSR) for decades, long
before CSR become a popular basis. In spite of having such good glorious examples; In India CSR is in a very much budding stage. A
lack of understanding, inadequately trained personnel, coverage, policy etc. further adds to the reach and effectiveness of CSR
programs. Large no. of companies are undertaking these activities superficially and promoting/ highlighting the activities in Media. This
research paper focuses on the finding & reviewing of the issues and challenges faced by CSR activities in India.
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1. INTRODUCTION

In a societal structure, we have many stakeholders, one amongst them are companies or Corporate Houses. These Corporate houses are
meaningfully contributing from their kitty which impact their internal stakeholders and also openhandedly support societal initiatives. In
India companies like TATA and Birla are practicing the Corporate Social Responsibility (CSR) for decades, long before CSR become a
popular basis. There are many instances where corporate have played a dominant role in addressing issues of education,
health, environment and livelihoods through their corporate social responsibility interventions across the country. As per United
Nations and the European Commission, Corporate Social Responsibility (CSR) leads to triple bottom-line: profits, protection of
environment and fight for social justice. It.is expected that Civil society, activist groups, Government and corporate
sectors should work together to create appropriate means and avenues for the marginalized and bring them to the
mainstream. The success of CSR lies in practicing it as a core part of a company’s development strategy. It is important for
the corporate sector to identify, promote and implement successful policies and practices that achieve triple bottom-line results.

At one end of the spectrum, CSR can be viewed simply as a collection of good citizenship activities being engaged by various
organizations. At the other end, it can.be a way of doing business that has significant impact on society. For this latter vision to be
enacted in India, it will be necessary to build CSR into a movement. That is to say, public and private organizations will need to come
together to set standards, share best practices, jointly promote CSR, and pool resources where useful. An alliance of
interested stakeholders will‘be able to take collective action to establish CSR as an integral part of doing business — this is not a
passing fad. There are more than 1,000,000 registered companies in India out of which less than 1percent companies are traded on the
Indian Stock Exchange. A new Trend has started in Corporate is the establishment of special committees within the board of
directors to oversee CSR activities. Groups of corporate are being encouraged to come together to promote CSR.
In 2009, Europe created the European Alliance for CSR. It currently consists of 70 multinational corporate houses and
25 national partner organizations and has become a unique resource for building capability in CSR.

2. OBJECTIVES
The Present paper is basically concerned with the following objectives.
» To study the Issues and Challenges for CSR in India.
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3. RESEARCH METHODOLOGY
Looking into requirements of the objectives of the study the research design employed for the study is of
descriptive type. Keeping in view of the set objectives, this research design was adopted to have greater accuracy
and in depth analysis of the research study. Available secondary data was extensively used for the study. The
investigator procures the required data through secondary survey method. Different news articles, Books and Web
were used which were enumerated and recorded.

4. LITERATURE REVIEW

Can shareholder money be used for a company's corporate social responsibility (CSR) practices? Shouldn't
shareholders have a say in the CSR activities of the company they are invested in? As per ACCSR’s State of CSR
in Australia Annual Review report Full understanding of CSR still emerging; There are many obstacles are
emerging while adopting successful CSR strategies include the difficulty in making a business case for CSR,
difficulty in integrating CSR with organizational values and practices, and the lack of organizational buy-in and
commitment to CSR. Other obstacles reported is the lack of time and financial resources to pursue CSR practices
are directly related to the above three. When an organization finds it hard to make a business case for CSR or link
it to core organizational operations, it will be reluctant to commit and allocate resources-or time to such practices.
Moreover, these obstacles also point to another set of findings in the report: respondents view CSR more so as a
means to manage regulatory impacts, reduce risk, and respond to stakeholders concerns, and to a lesser extent as a
strategic source of competitive advantage.

5. CSR Strategies Focusing on Protection rather than Competitive Advantage
A CSR strategy that is focused on avoiding regulatory liability and maintaining a license to operate in the current
business will neither lead to current competitive advantage nor-an imagination of future business models.
Managing regulations, risk and legitimacy (license to operate) is also reflected in the main capabilities emphasized
by the respondents: ethical behavior, social accountability and stakeholder engagement
In order to leverage its CSR/sustainability strategy for competitive advantage, an organization needs the advanced
capabilities of organizational learning and sustainable innovation. These two capabilities are critical for building
sustainable business models.that will'lead to future sustained competitive advantage.

6. ISSUES & CHALLENGES
Many companies think that corporate sacial responsibility is a peripheral issue for their business and customer
satisfaction more‘important for them. They imagine that customer satisfaction is now only about price and service,
but they fail to point out.on important changes that are taking place worldwide that could blow the business out of
the water. The change is named as.social responsibility which is an opportunity for the business. Some of the
drivers pushing business towards CSR include:

The Shrinking Role of Government

In the past, governments have relied on legislation and regulation to deliver social and environmental objectives in
the business sector. Shrinking government resources, coupled with a distrust of regulations, has led to the
exploration of voluntary and non-regulatory initiatives instead.

Demands for Greater Disclosure
There is a growing demand for corporate disclosure from stakeholders, including customers, suppliers, employees,
communities, investors, and activist organizations.
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Increased Customer Interest

There is evidence that the ethical conduct of companies exerts a growing influence on the purchasing decisions of
customers. In a recent survey by Environics International, more than one in five consumers reported having either
rewarded or punished companies based on their perceived social performance.

Growing Investor Pressure

Investors are changing the way they assess companies' performance, and are.making decisions based on criteria
that include ethical concerns. The Social Investment Forum reports that in the US in"1999, there was more than $2
trillion worth of assets invested in portfolios that used screens linked to the ‘environment and social responsibility.
A separate survey by Environics International revealed that more than'a quarter of share-owning Americans took
into account ethical considerations when buying and selling stocks. (More on socially respansible investment can
be found in the 'Banking and investment' section of the site.)

Competitive Labour Markets

Employees are increasingly looking beyond paychecks and benefits, and seeking out employers whose
philosophies and operating practices match their own principles. In order to hire and retain skilled employees,
companies are being forced to improve working conditions.

Supplier Relations

As stakeholders are becoming increasingly interested in business affairs, many companies are taking steps to
ensure that their partners conduct themselves in a_ socially responsible manner. Some are introducing codes of
conduct for their suppliers, to ensure that other companies' policies or practices do not tarnish their reputation. The
survey conducted by Times of India group on CSR used a sample size of 250 companies involved in CSR activities
through a method of online administration.of questionnaire. The questionnaire was evolved after due diligence
including focus group meetings, consultations with. key stakeholders and a pilot in four metros. Finally 82
organizations responded.to the questionnaire. These comprised 11 public sector undertakings (PSUs), 39 private
national agencies and 32 private multinational organizations. The respondent organizations form a satisfactory
percentage of 33 per cent of the sample size, given the fact that only those companies that had direct or indirect
involvement in CSR activities were chosen to be approached for the survey.

The survey elicited responses from participating organizations about various challenges facing CSR initiatives in
different parts of the country. Responses obtained from the participating organizations have been collated and
broadly categorized by the research team. These challenges are listed below:

e Lack of Community Participation in CSR Activities:
There is a lack of interest of the local community in participating and contributing to CSR activities of
companies. This is largely attributable to the fact that there exists little or no knowledge about CSR within
the local communities as no serious efforts have been made to spread awareness about CSR and instill
confidence in the local communities about such initiatives. The situation is further aggravated by a lack of
communication between the company and the community at the grassroots.

e Need to Build Local Capacities:
There is a need for capacity building of the local non-governmental organizations as there is serious dearth
of trained and efficient organizations that can effectively contribute to the ongoing CSR activities initiated
by companies. This seriously compromises scaling up of CSR initiatives and subsequently limits the scope
of such activities.
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e Issues of Transparency:
Lack of transparency is one of the key issues brought forth by the survey. There is an expression by the
companies that there exists lack of transparency on the part of the local implementing agencies as they do
not make adequate efforts to disclose information on their programs, audit issues, impact assessment and
utilization of funds. This reported lack of transparency negatively. International Conference on Technology
and Business Management March 28-30, 2011 impacts the process of trust building between companies
and local communities, which is a key to the success of any CSR initiative at the local level.

e Non-availability of Well Organized Non-governmental Organizations:
It is also reported that there is non-availability of well organized nongovernmental organizations in remote
and rural areas that can assess and identify real needs of the community and work along with companies to
ensure successful implementation of CSR activities. This also. builds the case for investing in local
communities by way of building their capacities to-undertake development projects at local levels.

e Visibility Factor:
The role of media in highlighting good cases of successful CSR initiatives is welcomed as it spreads good
stories and sensitizes the local population about various ongoing CSR initiatives of companies. This
apparent influence of gaining visibility and branding exercise often leads many nongovernmental
organizations to involve themselves in event-based programs; in the process, they often miss out on
meaningful grassroots interventions.

e Narrow Perception towards CSR Initiatives:
Non-governmental organizations and Government agencies usually possess a narrow outlook towards the
CSR initiatives of companies, often defining CSR initiatives more donor-driven than local in approach. As
a result, they find it hard to decide whether they should participate in such activities at all in medium and
long run.

e Non-availability of Clear CSR Guidelines:
There are no clear cut statutory guidelines or policy directives to give a definitive direction to CSR
initiatives of companies. It is found that the scale of CSR initiatives of companies should depend upon their
business size and profile..In other words, the bigger the company, the bigger is its CSR program.

e Lack of Consensus on Implementing CSR Issues:
There is a lack of consensus amongst local agencies regarding CSR projects. This lack of consensus often
results in duplication of activities by corporate houses in areas of their intervention. This results in a
competitive spirit between local implementing agencies rather than building collaborative approaches on
issues. This factor limits company’s abilities to undertake impact assessment of their initiatives from time
to time.

. RECOMMENDATIONS
e In order to crystal gaze the future of CSR in India and take time bound steps to mainstream it, the
recommendations of the survey are firm indications of the existing state of affairs in the CSR domain; they
correspondingly call for necessary and appropriate steps to be initiated to put CSR on firmer ground.
e |t is found that there is a need for creation of awareness about CSR amongst the general public to make
CSR initiatives more effective. This awareness generation can be taken up by various stakeholders
including the media to highlight the good work done by corporate houses in this area. This will bring about
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effective changes with motivation in the approach and attitude of the public towards CSR initiatives
undertaken by corporate houses.

e It is noted that partnerships between all stakeholders including the private sector, employees, local
communities, the Government and society in general are either not effective or not effectively operational
at the grassroots level in the CSR domain. This scenario often creates barriers in implementing CSR
initiatives. It is recommended that appropriate steps be undertaken to address the issue of building effective
bridges amongst all important stakeholders for the successful implementation of CSR initiatives. As a
result, a long term and sustainable perspective on CSR activities should be built into the existing and future
strategies of all stakeholders involved in CSR initiatives.

e It is noted that only medium and large corporate houses are involved in CSR activities, that too in selected
geographical areas. This issue builds a case for more companies to be brought.under the CSR domain. To
address the issue of reaching out to wider geographical areas, the involvement of small and medium
enterprises (SMEs) in the CSR domain will be essential. It is recommended that a campaign should be
launched to both spread awareness on CSR issues amongst the general public as well as to involve SMEs to
participate more actively in CSR initiatives. This will help CSR reach out to other locations and cover a
large number of communities and help companies play a valuable role in addressing various social and
development issues. This approach will'help CSR get ingrained into the DNA of core business activities of
companies.

e Itis found that corporate houses and non-governmental organizations should actively consider pooling their
resources and building synergies to implement best CSR practices to scale up projects and innovate new
ones to reach out to more beneficiaries. This will-increase the impact of their initiatives on the lives of the
common people. After all, both corporate houses and non-governmental organizations stand to serve the
people through their respective projects and initiatives. It is recommended that the projectisation, scaling up
and sustainability of CSR projects need to be safeguarded at all costs for their efficiency and efficacy.

e It is found that many CSR initiatives and programs are taken up in urban areas and localities. As a result,
the impact'of such projects does not reach the needy and the poor in the rural areas. This does not mean that
there are no poor and needy in urban India; they too equally suffer from want of basic facilities and
services. While focusing on urban areas, it is recommended that companies should also actively consider
their interventions in rural areas on education, health, girl child and child labor as this will directly benefit
rural people. After all, more than 70 per cent people still reside in rural India.

e |t is noted that the Government should consider rewarding and recognizing corporate houses and their
partner non-governmental organizations implementing projects that effectively cover the poor and the
underprivileged. Incentives to be offered to the private sector to strengthen their good work must include a
formal partnership with local administration, easy grant of 12A, 80G and Foreign Contribution Regulation
Act (FCRA) license and other fiscal incentives including matching project grants and tax breaks for social
and development projects. This will be instrumental in encouraging enhanced voluntary participation of
greater number of corporate houses in CSR activities.

e |t is noted that CSR as a subject or discipline should be made compulsory at business schools and in
colleges and universities to sensitize students about social and development issues and the role of CSR in
helping corporate houses strike a judicious balance between their business and societal concerns. Such an
approach will encourage and motivate young minds, prepare them face future development challenges and
help them work towards finding more innovative solutions to the concerns of the needy and the poor. It is
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recommended that involvement of professionals from the corporate sector, non-governmental organizations
and business schools would be key in ensuring youth participation in civic issues.

e |t is found that there are approximately 250 corporate houses in the country that are directly involved in
various CSR initiatives. These companies continue to decide their own projects depending on a number of
parameters. These efforts are driven purely by the company’s operational perspectives and ease of
implementation of their CSR projects. As there are a number of companies involved in CSR activities, it is
recommended that an accreditation mechanism should be put in place for companies through an
independent agency for mainstreaming and institutionalizing CSR in the main business framework of the
companies.

e |t is found that companies involved in CSR implement projects in the areas of health, education,
environment, livelihood, disaster management and women empowerment, to mention a few. In many such
contexts, it’s noticed that companies end up duplicating each others’ efforts on similar projects in the same
geographical locations. This creates problems and induces a competitive spirit amongst companies.
Considering the diverse issues and different contexts that exist currently. in the/ CSR domain, it is
recommended that companies involved in CSR activities urgently consider pooling their efforts into
building a national alliance for corporate social responsibility. This alliance, representing various industry
interests, should take up broad development agenda and provide high value-services to the poor and the
underprivileged. Over the years, the alliance would grow into a special purpose vehicle (SPV) and work
closely with stakeholders to raise the level and quality of CSR interventions. There are already such models
available in different industry segments both within the country and overseas; all that is needed is to
identify and leverage these models to set up a national platform for effective thought alignment between
companies and other stakeholders, in-order to redefine CSR practices in India.

e The role and efforts of the private sector in taking development agenda forward with focus on education,
health, environment, livelihood, women empowerment, disaster management to mention a few have been
visible and effective. Some innovative models are also available of private sector interventions in these
areas. In order to push the development agendain a mission mode, it is recommended that realistic and
operational models-of engagement between all three important stakeholders — the Government, the non-
governmental organizations and the private sector — are jointly explored and addressed.

8. CONCLUSION
The concept of corporate social responsibility is now firmly rooted on the global business agenda. But in order to
move from theory to concrete action, many obstacles need to be overcome. A key challenge facing business is the
need for more reliable indicators of progress in the field of CSR, along with the dissemination of CSR strategies.
Transparency and dialogue can help to make a business appear more trustworthy, and push up the standards of
other organizations at the same time. Some of the positive outcomes that can arise when businesses adopt a policy
of social responsibility include:

Company Benefits

Improved financial performance;
Lower operating costs;

Enhanced brand image and reputation;
Increased sales and customer loyalty;
Greater productivity and quality;
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More ability to attract and retain employees;
Reduced regulatory oversight;

Access to capital;

Workforce diversity;

Product safety and decreased liability.

Benefits to the Community and the General Public
e Charitable contributions;
e Employee volunteer programs;
e Corporate involvement in community education, employment & homelessness programs;
e Product safety and quality.

Environmental Benefits
e Greater material recyclability;
e Better product durability and functionality;
e Greater use of renewable resources;
e Integration of environmental management.tools into business plans; including life-cycle assessment and
costing, environmental management standards, and eco-labeling.

10. GLOSSARY

ACCSR - Australian Canadian Corporate Social Responsibility
ASR - Asian Sustainability Ranking

CSR - Corporate Social Responsibility

CREM - Consultancy & Research for Environmental Management
FCRA - Foreign Contribution Regulation Act

ILO - International Labor Organization

MNC - Multinational Companies

NGOs - Non-government Organizations

PSU - Public Sector Undertakings

SAP - System Application & Products

SRI - Saocially Responsible Investment

TNC - Transnational Companies

UN - United Nation
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