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A COMPARATIVE STUDY OF ACTUAL CSR

SPENDING AND PRESCRIBED CSR SPENDING

DR. MANJU BALA

Assistant Professor, Government National College, Sirsa, Haryana

LITERATURE REVIEW

Global Level: CSR as Sustainable Development

The latest literature tradition to have impacted our

understanding of corporate social responsibility is that of sustainable

development. It was the Brundtland Commission (1987) that for the

first time systematically emphasized the link between poverty,

environmental degradation, and economic development. Its definition

of sustainable development, as meeting the needs of the present,

without compromising the ability of future generations to meet theirs,

extends the responsibility of firms both interand intra-generationally.

Thus firms are expected to also consider traditionally unrepresented

stakeholders such as the environment and as well as future

generations. Although many CSR authors have taken up the notion

of a “triple bottom line” (Elkington, 1997) there remain important

tensions between the CSR and the sustainable development debate

(i.e. Dyllick & Hockerts, 2002)

Galbraith (1977) says the ‘customer is the king’ is no more than

a myth. He maintains that the modern organisation exercises power

to the extent of shaping tastes of consumers to its products. But this

power is often buried down to leave nobler causes to surface.

Andriof et al (2002), today’s shareholder thinking concerns the

interactive, mutually engaged and responsive relationships that
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‘establish the very context of doing business and create the

groundwork for transparency and accountability’.

Freeman (1984) presented a more positive view of managers’

support of CSR. Freeman’s stakeholder theory asserts that managers

must satisfy a variety of constituents (eg., employees, customers,

suppliers and local community) who can influence the firm outcomes.

RESEARCH METHODOLOGY

The Period of the study ranges from 2012 to 2017. Variables

employed in the Study CSR%, industrial sub-sectors CSR%,

manufacturing sector, service sector CSR%, Company Act 2013

SAMPLING METHOD

Purposive sampling was undertaken for the research study. The

data collection frequency for all the variables included in the study

were annual CSR disclosures, annual CSR ratings and ranks,

company’s director reports, CSR reports and actual CSR data.

SAMPLE SIZE

Companies from India were considered to provide substantial

data. For the financial years 2012-2017, the Corporate Social

Responsibility of companies were considered for the pre and post-

effect of Companies Act 2013, the Corporate Social Responsibility of

75 companies was considered

SCOPE OF THE STUDY

The study was limited to the Indian companies. This study

entirely relies on the secondary data collected from various sources.

The secondary data was used from financial reports of the companies

of the years 2012-2017 Extensive library work was carried out for

a detailed review of the literature. Data from the internet, books,

academic journals, newspapers and magazines was also used.

OBJECTIVE

To appraise the policies of corporate social responsibility and

its implication in India.
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HYPOTHESIS

H1: Companies were spending significantly lower in Corporate Social

Responsibility than the prescribed amount.

Figure : Actual CSR spent by top 10 companies for FY 2012-13

The analysis showed that the hypothesis that ‘Companies were

spending significantly lower in Corporate Social Responsibility than

the prescribed amount for the financial year 2012-13’ was confirmed.

A repeated measures t-test was conducted to compare the means of

Prescribed Corporate Social Responsibility amount and Actual

Corporate Social Responsibility of 96 companies for the financial year

2012-13. The mean of Prescribed Corporate Social Responsibility

amount of companies (M= 71.03, SD= 90.79) was found to be

significantly higher than the mean of Actual Corporate Social

Responsibility amount (M= 43.94, SD= 73.24). The results of the

repeated measures t-test were expressed as t (95) = -6.34, p= 0.00

(one-tailed). The results showed that these companies were spending

significantly lower in Corporate Social Responsibility than the

prescribed amount.

The FY 2012-13 was a period when the Companies Act 2013

had not yet come into force. So it was not mandatory for Indian

companies to devote 2% of their average net profit towards corporate

social responsibility. With no Act in force, companies were diverting
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their funds in areas that they felt there was a need, while other

companies did not have structured CSR policies.

Partner in Change (2000) studied 600 companies and 20 CEOs

for understanding and judging corporate involvement in social

development in India. Around 85% of the respondent companies

agreed that Indian corporates should be socially responsible. Only

11% of the respondent companies had a written CSR policy.

About 60% were giving money as a donation for initiatives

like health, education and infrastructure. Similarly, Karmayog’s survey

(2009) found that 229 companies out of 500 companies got a ‘0’ rating

on a scale of 0-5 for not showing any CSR activity. Many companies

were only giving donations believing that charity and philanthropy

equal to CSR (Karmayog, 2009). Most companies used CSR as a

marketing tool to gain more popularity in the market. Structured CSR

practices were taken up by very few companies. Most companies were

either unaware or were not bothered to monitor their company’s CSR.

It is observed that philanthropy was the main driving force behind

all the CSR initiatives of most of the companies.

A few additional observations were noted:

As can be seen in Table 4.3, the top 10 CSR ranks for FY 2012-

13 with Chennai Petroleum Corporation Ltd. heading the list.

However, Tata Chemicals Ltd., Tata Steel Ltd. and ICICI Bank Ltd.

had spent more than 2% of the prescribed CSR.

While the remaining companies inspite of being the top

spenders towards CSR had not been able to spend the prescribed

CSR amount.

Highlights of CSR Spend in FY 2012-13

1. The actual CSR spent for FY.2012-13 was Rs. 4218.40 crore which

was less than the prescribed amount of Rs. 6819.06 crore.

2. The actual CSR spent by the manufacturing sector was Rs.
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3438.17 crore as against the prescribed amount of Rs. 4674.77

crore

3. The service sector spent Rs. 780.23 crore as against the

prescribed amount of Rs. 2144.29 crore

4. The actual CSR spent by the public sector was Rs. 1985.91 crore

as against the prescribed amount of Rs. 3614.74 crore

5. The private sector spent Rs. 2232.49 crore as against the

prescribed amount of Rs. 3204.32 crore.

6. Fourteen companies spent more than 2% of the prescribed

amount namely Tata Steel Ltd, ICICI Bank Ltd., Hindustan

Unilever Ltd., Aclani Enterprises Ltd., Jindal Steel Power Ltd.,

Jaiprakash Association Ltd., Tata Chemical Ltd., Ambuja

Cement Ltd., JSW Energy Ltd., Nestle India Ltd., IDFC Ltd.,

National Aluminum Companies Ltd, Adani Power Ltd, Ultra

Tech Cement Ltd.

7. Out of the fourteen companies, twelve were manufacturing

companies and two were service sector companies.

8. Out of the fourteen companies, twelve companies were from

private sector and two were from public sector.

9. Thirty-one companies had spent more than one percent of the

prescribed CSR amount.

10. Fifty-one companies had spent less than one percent of the

prescribed CSR amount.

11. 85.42 % companies could not meet the CSR compliance.

12. The company itself undertook most of the CSR initiatives.

13. Almost seventy-one companies spent their CSR funds on

education projects.

14. Sixty-five companies preferred to give donations.

15. Forty-four companies preferred health, hygiene, livelihood and

environment.
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16. Private sector companies spent morethanthepublicsector in the

manufacturing sector  as well as service sector towards the CSR

spending.

17. The manufacturing sector companies Spent more than the

service sector.
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