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ABSTRACT 

Corporate Social Responsibility (CSR) has emerged as an important mechanism through which 

companies contribute to social, environmental, and economic development. In India, CSR has 

been given statutory recognition under Section 135 of the Companies Act, 20131, which 

mandates eligible companies to spend at least two per cent of their average net profits on CSR 

activities. The objective of this legal mandate is to ensure that corporations actively participate 

in addressing social issues such as poverty, education, healthcare, environmental sustainability, 

and community development. However, despite the existence of legal provisions, several 

companies either underspend or misreport their CSR obligations, thereby raising serious 

concerns regarding transparency, accountability, and effective implementation. 

 

The legal framework attempts to address these challenges by introducing mandatory disclosure 

requirements, monitoring mechanisms, and penal provisions for non-compliance. Companies 

are required to disclose their CSR policies, activities, and expenditure details in their Board 

Reports and on their official websites. This ensures transparency and allows stakeholders, 

regulators, and the public to evaluate corporate compliance. Additionally, the formation of CSR 

Committees within companies ensures internal supervision, policy formulation, and 

monitoring of CSR initiatives. 

 

The Companies (CSR Policy) Rules, 20142, further strengthen implementation by providing 

structured guidelines for planning, executing, and reporting CSR activities. Moreover, unspent 

CSR funds must be transferred to specified government funds or designated accounts, thereby 

preventing misuse or diversion of resources. Independent auditing and government monitoring 

                                                             
1 Companies Act, No. 18 of 2013 
2 Companies (Corporate Social Responsibility Policy) Rules, 2014, Ministry of Corporate Affairs, Government 

of India 
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through regulatory filings also enhance accountability and ensure proper utilisation of CSR 

funds. 

 

This study highlights the importance of legal intervention in strengthening CSR governance 

and promoting responsible corporate behaviour. It also emphasizes the need for stricter 

enforcement, enhanced monitoring, and greater stakeholder participation to ensure that CSR 

activities achieve their intended objective of sustainable and inclusive social development. 

 

Chapter I 

Introduction and Research Framework 

1.1 Background and Evolution of Corporate Social Responsibility 

Corporate Social Responsibility (CSR) refers to the responsibility of corporations to operate in 

a manner that contributes positively to society while maintaining economic viability. 

Traditionally, businesses were viewed primarily as profit-maximizing entities whose 

responsibilities were limited to shareholders. However, over time, the role of corporations in 

society expanded, giving rise to expectations that companies should also contribute to social 

welfare, environmental protection, and community development. 

The concept of CSR evolved gradually across the world. Early forms of CSR were largely 

philanthropic and voluntary. Businesses often contributed to charitable causes, educational 

institutions, and community development programs. In India, philanthropic practices were 

historically embedded in the business culture of industrial families who supported social causes 

such as healthcare, education, and poverty alleviation. 

During the late twentieth century, globalization and economic liberalization intensified 

corporate influence over society and the environment. This resulted in greater scrutiny of 

corporate activities and increasing demands for corporate accountability. International 

frameworks such as sustainable development principles and responsible business practices 

further strengthened the importance of CSR. 

India adopted a distinctive approach to CSR by introducing mandatory corporate social 

responsibility through the Companies Act, 2013. The legislation requires eligible companies 

to allocate a portion of their profits toward social development activities. This approach marked 

a significant shift from voluntary philanthropy to legally mandated corporate responsibility. 

The introduction of mandatory CSR provisions aimed to align corporate growth with national 

development goals. By requiring corporations to contribute to social welfare, the government 
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sought to mobilize private sector resources for addressing pressing social issues such as 

poverty, inequality, education gaps, and environmental degradation3. 

 

1.2 CSR in India: Legislative Framework 

The CSR framework in India is primarily governed by the Companies Act, 2013, which 

introduced statutory provisions for corporate social responsibility. Under this legislation, 

certain companies are required to undertake CSR activities if they meet specified financial 

thresholds. 

Companies that have a net worth of ₹500 crore or more, a turnover of ₹1000 crore or more, or 

a net profit of ₹5 crore or more during any financial year must comply with CSR provisions. 

Such companies are required to spend at least two percent of their average net profits from the 

preceding three financial years on CSR initiatives. 

The law also requires the establishment of a CSR committee within the board of directors. This 

committee is responsible for formulating the CSR policy of the company, recommending CSR 

expenditure, and monitoring the implementation of CSR activities. 

CSR activities must fall within the categories specified in Schedule VII of the Act. These 

include initiatives related to education, healthcare, environmental sustainability, gender 

equality, rural development, and poverty eradication. 

In addition to statutory provisions, the government has introduced rules and guidelines to 

ensure effective implementation of CSR obligations. The Companies (CSR Policy) Rules, 

2014 provides detailed procedures for CSR compliance, reporting requirements, and 

monitoring mechanisms. 

 

1.3 Statement of the Problem 

Despite the progressive nature of India’s CSR framework, several challenges remain in its 

implementation. While the legislation mandates corporate spending on CSR activities, the 

effectiveness of these initiatives in achieving meaningful social impact remains uncertain. 

Many companies treat CSR as a compliance requirement rather than a strategic commitment to 

social development. Consequently, CSR activities are often implemented in a fragmented and 

short-term manner without proper evaluation of their long-term benefits. 

Another issue relates to the uneven distribution of CSR funds across regions and sectors. 

Corporate contributions are often concentrated in industrialized states where companies 

                                                             
3 Howard R. Bowen, Social Responsibilities of the Businessman 
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operate, leaving less developed regions with limited CSR support. 

Furthermore, monitoring and evaluation mechanisms for CSR initiatives remain weak. The 

absence of robust impact assessment frameworks makes it difficult to determine whether CSR 

spending is achieving its intended objectives. 

These challenges highlight the need for a critical examination of the CSR compliance 

framework in India and the identification of reforms that can enhance its effectiveness. 

 

1.4 Objectives of the Study 

The primary objectives of this study are: 

1. To examine the evolution and development of corporate social responsibility in India. 

2. To analyze the legal framework governing CSR under the Companies Act, 2013. 

3. To evaluate the challenges and compliance issues associated with CSR implementation. 

4. To examine the role of CSR in promoting sustainable development and corporate 

accountability. 

5. To propose legal and policy reforms for strengthening CSR compliance and 

effectiveness. 

6. To evaluate the effectiveness of the mandatory provisions of CSR, as far as social and 

environmental impact is concerned, in India.  

7. To evaluate the role of the regulatory bodies, i.e., the Ministry of Corporate Affairs, for 

monitoring and enforcing compliance of the provisions of CSR.  

8. To evaluate the transparency, disclosure, and reporting requirements as far as the 

activities of CSR are concerned.  

9. To evaluate the role of stakeholders, i.e., the role of the community and NGOs, as far 

as the implementation of the activities of CSR is concerned.  

 

1.5 Research Questions 

This research seeks to address the following questions: 

1. What are the legal and theoretical foundations of corporate social responsibility in 

India? 

2. How effective is the CSR framework established under the Companies Act, 2013? 

3. What are the major compliance challenges faced by companies in implementing CSR 

initiatives? 

4. How can the existing CSR regulatory framework be improved to ensure greater 

transparency and accountability? 
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5.  To what extent do CSR initiatives taken by companies contribute to sustainable 

development and social welfare in India? 

6.  What role do regulatory authorities play in monitoring and enforcing CSR compliance 

in companies? 

7.  How transparent and effective are CSR reporting and disclosure practices in India? 

8. How do corporate governance practices impact CSR compliance and accountability in 

companies in India? 

 

1.6 Research Methodology (Doctrinal Method) 

This research adopts a doctrinal method of legal research. The doctrinal approach primarily 

involves the analysis of existing legal sources such as statutes, judicial decisions, policy 

documents, and academic literature4. 

The study relies on primary legal sources, including the Companies Act, 2013, related rules 

and government notifications. Secondary sources such as books, research articles, policy 

reports, and scholarly publications have also been examined to understand the broader context 

of CSR regulation. 

The doctrinal methodology enables a systematic analysis of legal provisions governing CSR 

and helps identify gaps in the existing regulatory framework. 

 

1.7 Scope and Limitations 

The scope of this research is limited to the analysis of CSR compliance within the legal 

framework of India. The study primarily focuses on statutory provisions, regulatory 

mechanisms, and implementation challenges associated with CSR. 

While the research examines theoretical perspectives and policy implications, it does not 

involve empirical fieldwork or primary data collection. Therefore, the findings are based 

primarily on legal analysis and secondary sources. 

 

 

 

 

 

 

                                                             
4 W. Friedmann, legal theory,(Columbia University Press, 1967) 
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Chapter II 

Theoretical and constitutional foundations of CSR 

2.1 Stakeholder Theory 

Stakeholder theory5 provides one of the most influential theoretical foundations for CSR. 

According to this theory, corporations have responsibilities not only to shareholders but also 

to other stakeholders who are affected by corporate activities. 

Stakeholders include employees, customers, suppliers, local communities, and the 

environment. Businesses must therefore consider the interests of all these groups while making 

decisions. 

The stakeholder6 approach emphasizes that sustainable business success depends on 

maintaining positive relationships with various stakeholders. CSR initiatives can therefore 

strengthen corporate reputation and enhance long-term economic performance. 

 

2.2 Social Contract Theory 

Social contract theory7 suggests that businesses operate within society based on an implicit 

agreement between corporations and the community. Society grants corporations the right to 

conduct business and generate profits, but in return, corporations are expected to contribute to 

social welfare. 

Under this perspective, CSR represents a moral and social obligation of corporations to address 

societal challenges. Companies must ensure that their operations do not harm society and that 

they actively contribute to community development. 

 

2.3 Corporate Governance Perspective 

CSR is also closely linked to corporate governance. Effective corporate governance promotes 

transparency, accountability, and ethical decision-making within organizations. 

The integration of CSR into corporate governance frameworks ensures that companies adopt 

responsible business practices and maintain high ethical standards. Board oversight of CSR 

initiatives also helps ensure that corporate activities align with broader social objectives. 

 

2.4 Constitutional Principles – Articles 38 and 39 

The principles underlying CSR in India can also be linked to the Directive Principles of State 

                                                             
5 R. Edward Freeman, Strategic Management: A Stakeholder Approach (1984). 
6 Archie B. Carroll, “The Pyramid of Corporate Social Responsibility” (1991) 
7 Jean-Jacques Rousseau, The Social Contract (1762). 
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Policy under the Constitution of India. These principles guide the state in promoting social 

justice and economic welfare. 

Article 38 directs the state to promote the welfare of the people by securing a social order in 

which justice—social, economic, and political—prevails. 

Article 39 emphasizes equitable distribution of resources and the prevention of concentration 

of wealth. CSR initiatives contribute indirectly to these constitutional goals by encouraging 

corporations to participate in social development8. 

 

2.5 CSR as a Tool for Sustainable Development 

CSR can play a significant role in achieving sustainable development. Sustainable development 

involves balancing economic growth with environmental protection and social equity. 

By investing in areas such as renewable energy, environmental conservation, and community 

development, corporations can contribute to sustainable development goals. CSR initiatives 

also support inclusive growth by addressing issues such as poverty, education, and healthcare. 

State of Gujarat v. Mirzapur Moti Kureshi Kassab Jamat 

The case challenged a Gujarat law imposing a total ban on the slaughter of cows and their 

progeny. 

Petitioners argued that the ban violated their fundamental rights under Articles 19 and 25. 

The Supreme Court upheld the validity of the law, emphasizing the importance of Directive 

Principles. 

It ruled that protecting cattle is linked to economic welfare and public interest under Article 

48. 

The judgment highlighted that Directive Principles can guide laws promoting social and 

economic justice. 

 

 

 

 

 

 

 

 

                                                             
8 Constitution of India, arts. 38–39 
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Chapter III 

Legal Framework Governing CSR in India 

3.1 Analysis of Section 135 of the Companies Act, 2013 

The cornerstone of CSR regulation in India is Section 135 of the Companies Act, 20139. This 

provision establishes mandatory CSR obligations for certain categories of companies. 

The law requires eligible companies to allocate at least two percent of their average net profits 

toward CSR activities. This requirement represents a unique regulatory approach, as most 

countries rely primarily on voluntary CSR initiatives. 

Tata Iron & Steel Co. Ltd. v. State of Bihar10 

The Supreme Court examined legislative intent, the scope of fiscal entries, and prior precedents 

on state taxation powers. The Court upheld certain levies as valid while striking down others 

that exceeded the constitutional limits of state authority. The judgment reaffirmed the principle 

that while states may tax within their territorial jurisdiction, such powers cannot impede the 

constitutional freedom of trade. 

 

3.2 CSR Committee Composition and Functions 

Section 135 also requires companies to establish a CSR committee within the board of 

directors. The committee typically consists of at least three directors, including one 

independent director. 

The functions of the CSR committee include formulating the company’s CSR policy, 

recommending CSR expenditure, and monitoring the implementation of CSR projects. 

 

3.3 Spending Requirement and Reporting Obligations 

Companies must ensure that CSR funds are used for activities listed under Schedule VII. If a 

company fails to spend the required amount, it must provide an explanation in its annual report. 

The law also requires companies to disclose CSR activities in their board reports. These 

reporting obligations enhance transparency and allow stakeholders to assess corporate social 

responsibility initiatives. 

Satyam Scam Case11 

The Satyam Scam (2009) involved chairman Ramalinga Raju admitting to large-scale financial 

fraud by falsifying company accounts. 

                                                             
9 Companies Act,2013 section 135 
10 Companies (Amendment) Act, 2019. 
11 SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015. 
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Profits and assets were deliberately inflated to mislead investors and regulators. 

The case exposed serious failures in corporate governance, auditing, and disclosure systems. 

In 2015, a special CBI court convicted Raju and other officials for cheating and criminal 

conspiracy. 

It led to stronger emphasis on transparency, accountability, and corporate governance reforms 

in India. 

 

3.4 Schedule VII: Permissible CSR Activities 

Schedule VII of the Companies Act, 2013 lists several categories of CSR activities. These 

include: 

 Promotion of education 

 Eradication of poverty and hunger 

 Environmental sustainability 

 Gender equality and women empowerment 

 Rural development programs 

This broad framework allows companies to implement CSR initiatives in various sectors. 

 

3.5 Amendments and Recent Developments 

Over time, the government has introduced several amendments to strengthen CSR compliance. 

These amendments include stricter rules regarding unspent CSR funds and enhanced reporting 

requirements. 

CSR Fund Transfer and Unspent Amounts 

1. Fund Transfer for Unspent CSR Amount: NGOs are required to assess unspent funds 

from ongoing projects and allocate them to the Schedule VII fund, ensuring 

transparency by documenting key details such as the transfer amount, date, and any 

shortfall. They are required to update financial statements and make appropriate 

disclosures with the CSR donor. Timely transfers and maintaining detailed records of 

approvals and correspondence are essential for compliance. 

2. CSR Compliance and Reporting: Impact Assessment of CSR Projects: For large CSR 

projects, particularly those with budgets exceeding ₹1 crore, impact assessments are 

required to be conducted by an independent agency as mandated by Rule 8(3). 

3. Administrative Overheads 

NGO are required to document the amount paid on administrative overheads and 

maintain clear distinctions between administrative overheads and program costs to 
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ensure transparency in fund usage. 

4. Total Spending for the Financial Year 

NGO are required to compile and document total spending for the financial year. 

The introduction of penalties for non-compliance has also increased corporate accountability 

and encouraged companies to take CSR obligations more seriously. 
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Chapter IV 

Implementation Challenges and Compliance Issues 

4.1 Under-Spending and Non-Compliance 

One of the major challenges in CSR implementation is under-spending by companies. Some 

companies fail to allocate the required CSR funds due to administrative challenges or lack of 

suitable projects. 

 

Causes of Under-Spending 

Several factors contribute to the under-utilization of funds: 

 Administrative and bureaucratic delays: Lengthy approval processes slow down 

project execution. 

 Late release of funds: Delays in financial disbursement restrict the time available for 

spending. 

 Limited institutional capacity: Lack of skilled personnel or technical expertise can 

slow implementation. 

 Poor project planning: Unrealistic timelines or inaccurate budget estimations may 

result in unused funds. 

Non-Compliance 

Non-compliance occurs when implementing agencies fail to adhere to legal, financial, 

administrative, or regulatory requirements established by governing authorities, 

donors, or institutional policies. 

Types of Non-Compliance 

Non-compliance may occur in several forms: 

1. Financial non-compliance – improper use of funds, weak accounting practices, or lack 

of financial transparency. 

2. Administrative non-compliance – failure to follow procurement procedures, reporting 

requirements, or documentation standards. 

3. Regulatory non-compliance – violations of environmental, labour, safety, or 

governance regulations. 

4. Reporting non-compliance – delays or inaccuracies in submitting progress and financial 

reports. 

Under-spending and non-compliance remain significant implementation challenges in 

many policy and program contexts. Addressing these issues requires stronger 
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institutional capacity, effective monitoring mechanisms, and streamlined 

administrative processes.  

Balco Employees’ Union v. Union of India12 

The case arose from the disinvestment of BALCO by the Government of India to a 

private company. 

Employees challenged the decision, claiming it violated their rights and lacked 

transparency. 

The Supreme Court held that economic and policy decisions are within the 

government’s domain. 

It stated that courts should not interfere unless there is clear illegality or arbitrariness. 

The judgment emphasized limited judicial review in economic matters and corporate 

policy decisions. 

 

4.2 Transparency and Disclosure Problems 

CSR reporting often focuses on financial expenditure rather than measurable social outcomes. 

This limits the ability of regulators and stakeholders to evaluate the effectiveness of CSR 

initiatives. 

Transparency and disclosure problems arise when organisations or implementing agencies fail 

to provide clear, accurate, and timely information about their activities, financial transactions, 

and decision-making processes. Transparency is essential for ensuring accountability, building 

trust among stakeholders, and enabling effective monitoring of programs and policies. When 

information is not openly shared, stakeholders such as beneficiaries, regulators, donors, and 

the public may find it difficult to assess whether resources are being used efficiently and for 

their intended purposes. 

To address these challenges, organisations should strengthen reporting mechanisms, 

implement clear disclosure policies, and adopt digital information management systems. 

Regular audits, improved documentation practices, and promoting a culture of openness and 

accountability can also enhance transparency and support more effective and responsible 

governance. 

Vedanta Resources Plc v. Lungowe13 

The case involved Zambian villagers suing Vedanta Resources for environmental damage 

                                                             
12 High-Level Committee on CSR, Report (2019), Ministry of Corporate Affairs. 
13 OECD Guidelines for Multinational Enterprises 
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caused by its subsidiary. 

They alleged pollution of water sources affecting health and livelihoods. 

The UK Supreme Court allowed the claim to be heard in UK courts against the parent company. 

It held that a parent company can owe a duty of care for actions of its subsidiary. 

The judgment expanded corporate accountability and strengthened principles of global 

corporate responsibility. 

 

4.3 Monitoring and Enforcement Mechanisms 

Although CSR reporting is mandatory, monitoring mechanisms remain relatively weak. 

Government agencies often rely on corporate disclosures rather than independent verification. 

Monitoring and enforcement mechanisms are essential tools for ensuring that policies, 

programs, and projects are implemented effectively, efficiently, and in accordance with 

established rules, regulations, and standards. Monitoring refers to the continuous observation, 

tracking, and assessment of program activities, timelines, and resource utilization to ensure that 

objectives are being met as planned. Enforcement, on the other hand, involves taking 

corrective action when deviations, non-compliance, or irregularities are detected. Together, 

these mechanisms help maintain accountability, reduce risks of mismanagement, and enhance 

overall program performance. 

To strengthen monitoring and enforcement, organizations can adopt a combination of regular 

audits, field inspections, performance evaluations, and real-time digital tracking systems. 

Clear accountability structures, well-defined responsibilities, and prompt corrective measures 

for non-compliance are also critical. By institutionalizing these mechanisms, organizations can 

improve compliance, enhance transparency, reduce risks of underperformance or corruption, 

and ensure that program objectives are consistently achieved. 

 

4.4 Practical Difficulties Faced by Companies 

Companies may face practical challenges in identifying credible implementing agencies and 

designing effective CSR projects. Limited expertise in social development can also hinder 

project implementation. 

Companies, whether large corporations or small enterprises, face a range of practical 

difficulties that can affect operational efficiency, compliance, and overall performance. One of 

the main challenges is resource constraints, including limited financial capital, inadequate 

human resources, and insufficient technological infrastructure. These constraints can delay 

project implementation, reduce competitiveness, and hinder innovation.. 
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Operational challenges, such as supply chain disruptions, production delays, and market 

fluctuations, also pose practical problems. Companies may struggle with logistics, vendor 

reliability, or unpredictable changes in demand, which can affect profitability and customer 

satisfaction. Additionally, internal management issues, including inefficient processes, lack 

of coordination, and poor communication, can impede decision-making and performance. 

To address these difficulties, companies need to invest in capacity building, technology 

adoption, process optimisation, and effective risk management. Strengthening internal 

controls, maintaining transparent reporting systems, and fostering a skilled workforce can help 

companies overcome practical challenges, improve resilience, and achieve sustainable growth 

in a competitive business environment. 

 

4.5 Judicial Trends 

Indian courts have occasionally addressed issues related to corporate accountability and 

governance. While there is limited direct litigation concerning CSR compliance, judicial 

decisions emphasizing corporate transparency and accountability indirectly support the 

objectives of CSR regulation. 
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Chapter V 

Findings, Suggestions and Conclusion 

5.1 Major Findings 

The study reveals that India’s mandatory CSR framework has significantly increased corporate 

spending on social initiatives. However, several gaps remain in terms of implementation, 

monitoring, and impact assessment. 

CSR activities are often compliance-driven rather than strategically designed to achieve long-

term social benefits. 

 

5.2 Policy Recommendations 

To strengthen CSR implementation, the government should introduce standardized reporting 

frameworks and encourage impact assessment of CSR projects. 

Governments and organizations should strengthen monitoring and enforcement, simplify 

compliance procedures, and promote financial transparency. Capacity-building programs, 

digital reporting systems, and clear accountability frameworks can help reduce under-spending, 

non-compliance, and operational inefficiencies. Encouraging stakeholder participation and 

regular audits ensures better resource utilization and enhances overall program effectiveness. 

 

5.3 Legal Reform Suggestions 

Legal reforms should focus on improving transparency, strengthening monitoring mechanisms, 

and encouraging collaboration between corporations and civil society organizations. 

Legal reforms should focus on simplifying regulatory frameworks, reducing bureaucratic 

hurdles, and ensuring clarity in compliance requirements. Introducing strict penalties for non-

compliance, while providing incentives for timely reporting and transparency, can improve 

accountability. Updating laws to support digital record-keeping, e-governance, and real-

time monitoring will enhance enforcement, reduce corruption, and strengthen overall program 

efficiency. 

 

5.4 Concluding Observations 

India’s CSR legislation represents a significant step toward promoting responsible corporate 

behavior. The CSR provisions under the Companies Act, 2013 have created a structured 

framework for corporate participation in social development. 

However, the success of this framework depends on effective implementation, transparency, 
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and continuous legal reform. By addressing existing gaps and strengthening accountability 

mechanisms, CSR can become a powerful tool for promoting sustainable development and 

inclusive growth in India. 

Effective implementation of policies and programs requires addressing challenges such as 

under-spending, non-compliance, transparency gaps, weak monitoring, and practical 

operational difficulties faced by organizations and companies. These issues not only hinder 

the achievement of intended outcomes but also reduce accountability, trust, and efficiency. 

Strengthening financial management, disclosure practices, monitoring and enforcement 

mechanisms, and building institutional capacity are essential to overcome these challenges. 

Legal and regulatory reforms, combined with digital solutions and stakeholder engagement, 

can further enhance compliance and transparency. By adopting these measures, organizations 

and governments can ensure optimal resource utilization, improve program effectiveness, and 

achieve sustainable14, impactful results. 

This conclusion ties together all the major challenges discussed in your paper while 

emphasizing practical solutions and long-term benefits, making it suitable for a comprehensive 

research paper. 

                                                             
14United Nations, Transforming Our World: The 2030 Agenda for Sustainable Development (2015) 
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