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CORPORATE SOCIAL RESPONSIBILITIES - ISSUES AND CHALLENGES IN INDIA

Dr. SHEFALI PANWAR
ASST. PROFESSOR
DEPARTMENT OF MBA
IEC COLLEGE OF ENGINEERING & TECHNOLOGY
GREATER NOIDA

ABSTRACT

CSR and Ethics in business and government today are very important subjects. There are various reasons for businesses to operate in an ethical and socially respon-
sible manner. There are government regulations, corporate belief systems, and basic common sense. There needs to be an overall intent to be ethical and socially
responsible in today’s business environment in order to stay successful. In India keeping this in view many big corporate houses like TATA, Mahindra & Mahindra
Ltd and Birla started practicing the Corporate Social Responsibility (CSR) more than a decade ago. Now a day in India CSR is developing but not as much as in
developed countries like America or China. Lack of understanding, inadequately trained personnel, coverage, policy etc. further adds to the reach and effectiveness
of CSR programs. Large number of companies are undertaking these activities superficially and promoting/ highlighting the activities in Media. The Main objective
of this research paper is to study the various issues and challenges faced by CSR activities in India.

KEYWORDS

CSR, business ethics, labour welfare, societal marketing.

JEL CODE
M14

INTRODUCTION

orporate social responsibility (CSR) refers to business activities which benefit society. These activities are of three categories, denotes as the triple bottom
@Iine, which are social, environment, and economic.

Now a days, a growing number of academics as well as top executives have been allocating a considerable amount of time and resources to Corporate
Social Responsibility (CSR) strategies — i.e. the voluntary integration of social and environmental concerns in their companies’ operations and in their interaction
with stakeholders (European Commission, 2001).
According to the UN Global Compact —Accenture CEO study1 (2010), 93 percent of the 766 participant CEOs from all over the world declared CSR as an “important”
or “very important” factor for their organizations’ future success. On the demand side, consumers are becoming increasingly aware of the firms’ CSR performance:
a recent 5,000-people survey by Edelman revealed that nearly two thirds of those interviewed cited “transparent and honest business practices” as the most
important driver of a firm’s reputation. So in this research paper a detailed study has been made on various issues & challenges faced by various CSR activities by
corporate.
India become first country in the world to make CSR mandatory, by company Act 2009 following an amendment to The Company Act, 2013 in April 2014.

REVIEW OF LITERATURE

According to Douglas and Emily (2011), business environment has changed significantly recently. To survive in this dynamic business environment, businesses have
been forced to adapt various strategies, among them being the integration of corporate social responsibility (CSR) into their business models. According to Blow-
field (2005) due to its recent popularity, CSR has attracted research interests lately. Particularly, there is wide literature on CSR in relation to sustainability, profit-
ability, and ethical issues.

As Robbins (2011) argued, qualified personnel increase the overall effectiveness and efficiency in a firm’s performance entirely, and this translates to high profit-
ability.

Campbell (2007) argued that, by embracing the spirit of CSR, consumers tends to believe that a company has is concerned with their needs, and is ready to modify
its business motives to cater for these needs.

According to Friedman, the major social responsibility of business is profit maximization, which is achieved through undertaking business in an open and free
competition without deception or fraud. He further argued that, the executive of the corporate are act as the agents of the owners, and spending resources of
firms on CSR activities amounts to spending other people’s resources. Nevertheless, Friedman asserted that firms can be engage in CSR at the same time fulfilling
its profit maximization function in different ways. For instance, a firm can either undertake investment projects in the community that are likely to better the
quality of potential employees, or contributing to altruistic organizations to benefit from reduction of tax (Hernandez-Murillo and Martinek, 2009).

According to Friedman, such actions, in addition to serving the self-interest of the firms, also play a vital role in generating corporate goodwill, which gives a
company a competitive advantage over its competitors, in turn presenting an opportunity for the company to further generate economic profits.

Nigel Sarbutts (2003), the paper explored the way of doing CSR by small and medium sized companies. The research depicted that a structured approach to
managing corporate reputation and profit maximization of SME"s through CSR. The societal activities of small and medium sized companies are based on their
cost is Benefit Analysis. Small Corporation always struggle for more reputation and minimization of risk. In such a situation, CSR comes as hope for these companies.
Social Responsibility (2004) organized by the British consulate. The speaker explored the concept of CSR on the basis of survey of 1500 business leader attending
the world economic forum in bevos. In which 5% leaders said that CSR is important for the success of business, while 24% said CSR is not important but the
shareholder"s interest is most important for the businesses. But for the speaker, CSR and corporate governance are complementary to each other.

Vaaland, Heide (2008), paper based on a case study methodology. The paper purpose was to handle the CSR critical incidents and utilize this experience in enforcing
the CSR activities. The study concluded that CSR should be managed by handling unexpected incidents, long term reduction of gap between stakeholders and their
expectations and company performance and finally maintaining relationship with society through interplay between actor, resources and activities.

Gond, Crane (2008), made an analysis on the distortion of corporate social performance concept. The research analyzed that the past researches and found some
reason of emerging fall in the interest of corporate social performance research among the scholars. The paper also suggested models on the basis of which the
researcher explained that why the CSP concept has lost its importance and development. Further, the researcher depicted some model which the researcher can
used in their research related to corporate social performance and more with the passage of time. Therefore, a researcher has to be more conscious about the
changes & developments in the area of his study. In this context, the researcher has to go through the available literature like books, novels, reports, previous
researches, articles, newspapers and journals for improving the knowledge & understanding. Over the past decades, the concept of corporate social responsibility
has become a major area of research. So, the responsibility of the researcher has to make an effort by reviewing the papers of previous researchers, analysts and
industrialists who are related with the social responsibility, social accounting, social reporting or any other area related to the corporate social responsibility.
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In the future of industrial man, Drucker in 1946 has told survival of any enterprise is outcome of the harmony between the company’s objectives, objectives of the

state system and the people. Any conflict between the objectives of these three interactive players would stick the business firm in the middle of the road.

Therefore, corporations are responsible for worker’s human dignity and status, and worker’s training and development as corporation’s resource and not cost.

In concept of the corporation, p.18 Bowen & Howard in 1953 has told businesses are obliged to make and pursue those policies decisions which are desirable to

social values of the community under CSR.

Davis & Kieth in 1960 concluded CSR as, “Execution of the businesses policies shall not be restricted to the firm's corporate interests only rather it should also

cater for the socio- legal aspects as well.

Davis in 1973 concluded corporate social responsibility is the firm's response to, issues beyond the narrow economic, Technical, and legal requirements of the

firm.

Archie Carroll, 1979 defined the social responsibility is set of economic, legal, ethical and discretionary expectations of society towards the business organizations

operating within its premises. By seeing the history & past trend of CSR, Caroll’s model analysis in global context, indicate the three emerging alternatives of

corporate social responsibility: conception of responsibility, global corporate citizenship, stakeholder management practices.

Bradshaw, 1981 defined the overriding role of corporate management is to meet people’s needs with professional skills, continue to respond to the market place,

produce quality goods at the lowest possible cost by efficient and sustainable use of resources.

Kilcullen & Kolstra, 1999 has told corporate social responsibility indicates degree of moral obligation that may be ascribed to corporations beyond simple obedience

to the laws of the state.

Hick, 2000 conceptualizes, corporate social responsibility revolves around the relationship between the business and the society it indicates the responsibilities

and determines the business behavior towards its stakeholders

Kok et al, 2001 has told the business is ethically and morally obliged to benefit its society. To achieve this, the business besides capitalizing on its economic goals,

it shall commit its resources for the well being of the society and its people.

Nigel Sarbutts (2003), the paper explored the pattern of performing CSR by small and medium sized companies his research depicted that a structured approach

to managing corporate reputation and profit maximization of SME’s through CSR. The societal activities of small and medium sized companies are based on their

cost & Benefit Analysis. Small Corporation struggle for more reputation and minimization of risk, for them CSR comes as a ray of hope. Large companies have so

many resources for implementing CSR activities but theses have fewer resources. It can be a barrier for them to stay in the market. So, in that situation by imparting

much information, proper utilization of resources, doing well for businesses, SME’s & small units can minimize their risk and manage CSR.

Fredrick Ma, secretary of financial services 2004, in his speech he explored the concept of CSR on the basis of survey of 1500 business leader attending the world

economic forum in bevos. In which 5% leaders said that CSR is important for the success of business, while 24% said CSR is not important but the shareholder’s

interest is most important for the businesses, but for him, CSR and corporate governance are complementary to each other.

Moon (2004), paper examined the role of government in driving corporate social responsibility among the corporate. The study explained that the drivers of CSR

are related with business and society, his study cleared that government is driver of CSR by making true & clear relationship, properly formulating policies and

regulations. The study also highlighted the other country’s situation & how their government entered into businesses for driving CSR.

David Vogel, 2005 examined corporate social responsibility is a very important dimension of corporate strategy and not a precondition for business success. The

businesses must find a viable course of action between what is socially and ethically rights and what are economically profitable”.

Samuel O. Idowu (2007), with their study of twenty companies in U.K., propounded that the U.K. companies have now become ethical in context of social respon-

sibility. Here companies disclose it’s CSR with a view of public benefits, government request and issue information to every stakeholder by considering people in

twenty first century are better educated than past.

Vaaland, Heide (2008), paper based on a case study is the best example to handle the CSR critical incidents and utilize its experience in enforcing the CSR policies.

The study concluded that CSR should be managed by handling unexpected incidents, by reducing the gap between stakeholders and their expectations and com-

pany performance and finally maintaining relationship with society through interplay between actor, resources and activities.

In his research work Mikael Holmqvist in 2009 he argued that over the last few decades corporations are paying special attention towards their social responsibility

of workers health and their well beings. The strategy has two fold advantages including; ensuring better health and wellbeing for employees at work place and,

sustaining responsible organizations in the socio- competitive environment. He viewed corporate social responsibility as corporate social control.

Shah, Bhaskar (2010), in his case study of public sector undertaking, Bharat Petroleum Corporation Ltd. has discussed that there is a broad relationship between

the organization and society. Organization has its existence only with the society. Organization used the resources of the society. In reverse, the organization

provides services to the society. This case study of BPCL, has explored that the company has taken a lot of initiatives in order to serve the society.

Hartman (2011), article “Corporate social Responsibility in the food sector” in European review of Agriculture Economics journal, analyzed the importance of CSR

in food sector, particularly those companies which have high brand image CSR is an important part of these companies but SME’s are less capable in discharging

their obligation towards society. Further, the research found that food sector always tries to improve the controlling and discharging its services towards consum-

ers & society. Consumers also prefer those brands which give preference to CSR activities and provide good product and services.

Mallen (2012), depicted that how the trends of CSR have changed from last so many years. This change has affected both the society and business & explained

three basic things about the changes in the trend:

o The relationship between business and society has changed due to social and environmental problem around the world & these conditions, business and
society came closer.

o The businessman’s strategy of developing business also affected society a lot, new ideas of business developments also came with CSR management that
reflects in their product and services.

o Other parties like outside agencies and firm’s own goals also interfere with the Firm’s activity.

The economic Times (2012), news highlighted the views of former president Dr. APJ Abdul Kalam in a CSR award function organized by industry body Assocham.

Kalam said that companies should devote some part of its goal to corporate services. It should make mandatory for all the companies to spend a percentage of its

profit on corporate social responsibility. Kalam also discussed about the proposed bill on corporate spending on CSR. They assumed greater importance of CSR in

building the lives of the country’s citizens.

An article published in The Economic Times named as “CSR: A cloak for crooks” on 21 Oct. 2012 explored that there are so many companies which have engaged

in Corporate Social Responsibility yet they are suffering from financial crisis, fraud and other unsocial causes. In this article, an example has been taken about the

company Satyam Computer Services. The company has won several awards in the area of CSR which includes rural communities’ commitment and services like

healthcare, education and water.

Bibhu Parshed (2012), article presented that CSR is the face of industry face of doing trade. Bibhu said that today, corporate houses took CSR as a medium for

fulfillment of profit greed, further the article explored that today companies are investing in different areas like child labor, ground water, food, education, em-

ployment etc. but nobody is aware about the essential need of world’s poor. The article suggested that profit earning is a natural fact of companies but CSR is

beyond the natural and statutory obligation of the companies.

OBJECTIVES OF THE STUDY

The objective of this paper is mainly concerned with the following objectives.

1. Tounderstand the concept of CSR

2. To determine the challenges in execution of Corporate Social Responsibility.
3. To examine role of Corporate Social Responsibility Practices in Business.
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RESEARCH METHODOLOGY

Descriptive research design has been used to conduct this research. Keeping in view of the set objectives, this research design was adopted to have greater
accuracy and in depth analysis of the research study.
Secondary data was used for the research. Such as Different news articles, Books and Web.

HISTORY OF CORPORATE SOCIAL RESPONSIBILITY

The term "corporate social responsibility" came into common use in the late 1960s and early 1970s after many multinational corporations formed the term
stakeholder, meaning those on whom an organization's activities have an impact. It was used to describe corporate owners beyond shareholders as a result of an
influential book by R. Edward Freeman, Strategic management: a stakeholder approach in 1984. Proponents argue that corporations make more long term profits
by operating with a perspective, while critics argue that CSR distracts from the economic role of businesses. Others argue CSR is merely Window — Dressing, or an
attempt to pre-empt the role of governments as a watchdog over powerful Multinational Corporations.

CSRis an aid to an organization's mission as well as a guide to what the company stands for and will uphold to its consumers. Development business ethics is one
of the forms of applied ethics that examines ethical principles and moral or ethical problems that can arise in a business environment. 1ISO 26000 is the recognized
international standard for CSR. Public sector organizations (the United Nations for example) adhere to the triple bottom line (TBL)

LIST OF TOP 10 INDIAN COMPANIES IN CSR ACTIVITIES
. Tata Chemicals

Ambuja Cement

Infosys Ltd.

Mahindra & Mahindra Ltd.

Tata Motors Ltd.

Tata Power Company Ltd.

Bharat Petroleum Corporation

ITC Ltd.

Hindustan Zinc Ltd.

10. Indian Oil Corporation

Source: IMU_CSR_REPORT_2018_OCT18_SINGLE PAGES.cdr
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FEW GLOBAL CORPORATE INITIATIVES RELATED TO CSR

1.  IKEA This Swedish company has taken step to support communities in crises, donating toys, by building schools, or facilitating access to drinking water. Most
recently, the IKEA foundation has given $2.3 million to bring clean electricity to a combined one million people in India and East Africa.

2. Organizations like Bharat Petroleum Corporation Limited, Maruti Suzuki India Limited, and Hindustan Unilever Limited, focus holistic development in the
villages they have adopted. They provide better medical and sanitation facilities, build schools and houses, and help the villagers become self-reliant by
teaching them vocational and business skills.

3. Tata Group focus on community improvement and poverty alleviation programs. It is engaged in women empowerment and rural community development.
It also provides scholarships to students and endowments for various institutions.

The group is also engages in healthcare projects like facilitation of child education, immunization and creation of awareness of AIDS. Other areas include economic

empowerment through agriculture programs, environment protection, providing sport scholarships, and infrastructure development such as hospitals, research

centers, educational institutions, sports academy, and cultural centers.

4.  Ultratech Cement: This company work for social causes in about 407 villages in the country aiming to create sustainability and self-reliance. Its CSR activities
focus on healthcare and family welfare programs, education, infrastructure, environment, social welfare, and sustainable livelihood.

5. The company has organized medical camps, immunization programs, sanitization programs, school enroliment, plantation drives, water conservation pro-
grams, industrial training, and organic farming programs.

6.  Mahindra & Mahindra: This company focuses on educational programs for economically and social disadvantaged communities. The CRS activities of this
company focus on scholarships and grants, livelihood training, healthcare for remote areas, water conservation, and disaster relief programs. It run programs
such as NANHI KALI, MAHINDRA PRIDE SCHOOL, LIFELINE EXPRESS.

7. ITC Group: This company through CSR activities has been able to generate sustainable livelihood opportunities for 6 million people. ITC Group by their e-
Choupal (connect rural farmers through internet for procuring agricultural products) program covered aground 40,000 villages and over four million farmers.

8.  Bosch The Robert Bosch Stiftung Foundation become one of the largest and most active philanthropic organizations in the EU after donation of over $100
million in 2017. Investing 50 percent of its R&D budget in technologies supporting conservation and environmental protection

9.  Coca-Cola The Coca-Cola Foundation, from 1984, has donated more than $820 million for women’s empowerment, access to clean drinking water, and the
development of disadvantaged youth. Every year, the company focus to give back one percent of its profits to communities around the world. In 2017, Coke
gave $250,000 to the American Indian College Fund for scholarships and community building for young Native Americans.

10. Levi’s The company that made jeans a thing has made sure social responsibility is “sewn into the fabric” through initiatives like Water Less, which significantly
reduces water use in manufacturing — by up to 96 percent for some styles. Since the campaign launched this program in 2011, Levi’s has saved more than
one billion liters of water. By 2020, the company expects to manufacture 80 percent of its products through this process, up from 25 percent today.

ISSUES & CHALLENGES OF CSR

Many companies think that business social 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 companies 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 business responsibility which is an opportunity for the business.

Some of the driving forces which push business towards BSR include:

Shrinking Role of Government

In the past years, 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

The growing demand for corporate disclosure from including customers, stakeholders, suppliers, employees, communities, investors, and activist organizations.
Increased Customer Interest

There are so many 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 getting aware about their rights. They 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
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used screens linked to the environment and 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.

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

So many companies are introducing codes of conduct for their suppliers, to ensure that other companies' policies or practices do not tarnish their reputation.

In India, over time, the expectations of the public have grown enormously with demands focusing on poverty alleviation, tackling unemployment, fighting inequal-

ity or forcing companies to take affirmative action.

The historical driver of CSR has been philanthropy or a sense of ethics. After the Second World War, a variety of national and international regulations arose

through bodies such as the International Labor Organization (ILO) emphasizing the need for an active social policy for transnational companies (TNC’s). This addi-

tional driver, international institutions, has relevance for India through the work of the ILO, the OECD, Socially Responsible Investment (SRI), the SA8000 Social

Accountability scheme and through the work of the UN Commission on Human Rights which tackled the human rights responsibilities of TNC’s.

In India, some public sector companies can spend up to 5% of their profits on BSR activities.

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 analysis responses from participating organizations about various challenges facing BSR initiatives in different parts of the country. On the basis of

responses obtained from the organization following challenges has been listed:

«»  Lack of Community Participation in CSR Activities: Local community’s shows lack of interest in participating and contributing to BSR activities of companies.
This is largely attributable to the fact that there exists little or no knowledge about BSR within the local communities as no serious efforts have been made
to spread awareness about BSR. There is also lack of communication between the company and the community at the grassroots.

< Need to Build Local Capacities: Capacity building of the local non-governmental organizations is required for effectively contribution to the ongoing BSR
activities initiated by companies.

% Issues of Transparency: Lack of transparency is one of the key issues. 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 impacts the process of trust building between companies and local communities, which is a key
to the success of any BSR initiative at the local level.

% Non-availability of Well Organized Non-Governmental Organizations: The survey also reported that there is non-availability of well-organized nongovern-
mental 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 BSR activities. This also builds the case for investing in local communities by way of building their capacities to undertake development
projects at local levels.

< Visibility Factor: Media also play a good role in highlighting good cases of successful BSR initiatives. 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.

% Non-availability of Clear CSR Guidelines: There are no clear Government guidelines or policy directives to give a definitive direction to BSR initiatives of
companies. It is found that the scale of BSR initiatives of companies should depend upon their business size and profile.

CONCLUSION
The concept of CORPORATE social responsibility is now rooted on the global business agenda. But there are 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. Some of the Benefits of
adopting the practice of CSR include:
. Company Benefits
Improved financial performance;
Lower operating costs;
Enhanced brand image and reputation;
Increased sales and customer loyalty;
Greater productivity and quality;
More ability to attract and retain employees;
Reduced regulatory oversight;
Access to capital;
Workforce diversity;
10. Product safety and decreased liability.
. Benefits to the Community and the General Public
1.  Charitable contributions;
2.  Employee volunteer programs;
3. Corporate involvement in community education, employment and homelessness programs;
4.  Product safety and quality.
. Environmental Benefits
1.  Greater material recyclability;
2. Better product durability and functionality;
3.  Greater use of renewable resources;
4. Integration of environmental management tools into business plans, including life-cycle assessment and costing, environmental management stand-
ards, and eco-labelling.
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