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Abstract

Corporate Social Responsibility (CSR) has become one of the defining features of responsible business in
the twenty-first century. Businesses today are expected not only to generate profits but also to contribute
to social welfare, environmental protection, and ethical governance. The increasing focus on sustainable
development has further strengthened the importance of CSR in corporate decision-making. In India, CSR
gained legal recognition through the Companies Act, 2013, making the country one of the first to introduce
mandatory CSR spending for eligible companies. This article examines the relationship between CSR and
sustainable development by exploring recent trends, implementation challenges, and future directions. It
argues that CSR has the potential to become a powerful instrument for achieving sustainable development,
provided organizations move beyond mere legal compliance and blend social responsibility into their core
business strategies.

Keywords: Corporate Social Responsibility, Sustainable Development, Companies Act, ESG,
Sustainable Development Goals.

1. Introduction

The relationship between business and society has changed significantly over the last few decades.
Earlier, companies were largely judged by their ability to earn profits and maximise shareholder
wealth. Today, however, society expects businesses to act responsibly by considering the interests of
employees, consumers, local communities, investors, govt's units, and the environment. This shift
reflects a broader understanding that economic growth cannot be sustained if it comes at the cost of
social inequality or environmental degradation.

CSR encourages companies to acknowledge that their operations have a direct impact on society and
that commercial success should be accompanied by ethical conduct and social commitment.
Sustainable development, which aims to balance economic progress with environmental protection
and social justice, has become closely linked with CSR. Businesses are now recognised businesses are
now recognised as important partners in achieving sustainable development because of their
financial resources, technological capabilities, and organisational expertise.

In India, the concept of CSR has moved beyond voluntary philanthropy to become a statutory
responsibility under Section 135 of the Companies Act, 2013. This legislative initiative has
encouraged companies to invest in education, healthcare, environmental conservation, rural
development, skill enhancement, and other community welfare programmes.

2. Development of Corporate Social Responsibility
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The Corporate Social Responsibility, a thought in India has a very long history. Kautilya stressed the
importance of acting with fairness, integrity, and moral duty!. In the ancient period, CSR was
reflected in charitable activities towards people who needed help, giving away earnings to the needy
people. Sharing and caring were valued greatly in our society.

Religion was also played major role for the development of CSR. In Islam, Zakaat involves giving
some percentage of a person’s earning to the poor people. Hindu businessmen practiced almsgiving,
temple building, and establishing night shelters for the poor. Dharmada in Hinduism refers to the
seller or producer getting some money from the buyer, which is then given away to charity
organizations. It is also called the charity amount or Dharmada. Sikhs perform Daashant.

CSR evolution can be explained in four stages i.e., from Dharmada to Dashboard.

Philanthropy (Charities) Phase

As a result of colonialism and the early industrialization process, the traditional culture of charity
reached new levels. Rich families, like Tatas, Birlas, Godrej, Bajaj, Modi, and Singhanias, started to set
up trusts, schools, hospitals, and research centers. During times of famine, they established granaries,
and during times of peace, they founded institutions.

Gandhi’s trusteeship & Temples phase

During the freedom struggle, Mahatma Gandhi reframed business responsibility through
trusteeship: industrialists as custodians of society’s wealth, obligated to use profits for the
underprivileged. He famously called modern industries “Temples of Modern India” and pushed
business houses to create trusts for colleges, training institutes, rural development, women’s
empowerment, and education. CSR became a moral and national duty, not just charity.

Mixed economy Phase

After independence, the public sector was expected to ensure equitable distribution of wealth. But
heavy licensing, high taxes, and restrictions on the private sector led to corporate malpractices and
inefficiencies. New laws on corporate governance, labor, and environment followed. In 1965, a
national workshop on CSR—bringing together academics, politicians, and business leaders—stressed
social accountability and transparency. Expectations gradually shifted from the state alone to
active private-sector participation in socio-economic growth.

From voluntary to mandatory Phase

Liberalization and globalization in the 1990s pushed companies toward more strategic, stakeholder-
oriented CSR—education, health, environment, livelihoods, and community development. This
journey culminated in the Companies Act, 2013, which made CSR spending (2% of average net
profits for eligible firms) a legal requirement, with defined activities and reporting norms.2

3. CSR and Sustainable Development - Relationship

Corporate Social Responsibility and sustainable development both are associated because they
encourage development that benefits business, society, and the environment. Sustainable
development needs a balance between economic improvement, social welfare, and environment
protection. These activities can influence each of others due to increase businesses. CSR provides a
balance mechanism to Sustainable Development.

Sustainability in Economics: Sustainability in economics involves creating profits in a sustainable
manner. Organizations that embrace sustainability models put effort in innovating, making efficient
use of resources, and creating wealth in the future rather than being profit-oriented. Responsible
organizations will employ people, promote fair trade, encourage innovations, and contribute to
economic inclusiveness.

Social Sustainability: Through Corporate Social Responsibility, social sustainability covers
education, health services, sanitation, female empowerment, rural development, skills development,
and community welfare. It is all about improving the quality of life for employees, consumers,
suppliers, and nearby communities. It includes occupational safety, personal development, diversity,
human rights, gender equality, education, healthcare, and poverty reduction.

U httns://www.soulace.in/how-has-csr-evolved-in-india.php
2 hitps://www.soulace.in/how-has-csr-evolved-in-india.php
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Environmental Sustainability: This involves effective utilisation of natural resources to ensure
their availability, avoiding pollution, protection of life forms, use of renewable sources of energy,
manufacturing goods sustainably, and minimising wastage.
CSR provides the operational context through which organisations can achieve all the three pillars of
sustainable development.
4. Objectives of the Study

1. To understand the evolution of CSR in India and its changing role in business.

2. To examine how CSR contributes to economic, social, and environmental sustainability.

3. Toidentify emerging trends and major challenges in CSR implementation.

4. To examine whether CSR is moving beyond legal compliance towards meaningful social

impact.

5. To suggest measures for making CSR more effective in achieving sustainable development.
5. Hypothesis
Powerful and strategically incorporated CSR has a positive impact on sustainable development,
whereas compliance-orientated CSR might also restrict its social and environmental effectiveness.
6. Research Methodology
The observe follows a doctrinal and qualitative research approach. it's far especially primarily based
on secondary resources inclusive of laws, authorities reviews, studies articles, books, judicial
decisions, and applicable on-line materials. The records is analysed to recognize the development of
CSR, its contribution to sustainable improvement, contemporary demanding situations, and destiny
possibilities. the thing additionally uses selected corporate examples to give an explanation for CSR
practices in actual-world situations.
7. Emerging Trends in Corporate Social Responsibility
ESG Tools: Environmental, Social, and Governance (ESG) are important measures that expand the
scope of Corporate Social Responsibility (CSR). Nowadays, more investors are coming forward to
invest in companies by considering not only their financial performance but also their CSR and
sustainability practices.
Implementing of Sustainable Development Goals (SDGs): Many companies are implementing CSR
programmes in accordance with the United Nations Sustainable Development Goals (UN SDGs)
particularly in education, healthcare, cleaning and environment areas.
Employee Volunteer: Many companies encouraging employee’s participation in environmental
campaigns, health and education. Salesforce is best example for this3. Especially many NGO’s worked
in Covid time.
Climate-Friendly Corporate Practices
Businesses are increasingly adopting renewable energy, reducing carbon emissions, and using
sustainable supply chains to minimise environmental harm. LEGO* is widely known for its focus on
children's creativity and development, while also giving importance to environmental sustainability.
The company has taken steps to reduce its carbon footprint and has worked with environmental
organisations to support climate-related initiatives. Its commitment to sustainability also extends to
its business operations and efforts to reduce its environmental impact.
8. Challenges in Achieving Sustainable Development through CSR
Compliance-Oriented CSR: Compliance-oriented CSR refers to a situation where companies
implement Corporate Social Responsibility primarily to satisfy legal requirements rather than as a
genuine commitment to social welfare and sustainable development. Although mandatory CSR under
Section 135 of the Companies Act, 2013 has increased corporate participation in social initiatives,
several challenges continue to hinder its effectiveness. Many organisation treat CSR is statutory
obligation, focusing on mandatory spending 2% from their profit instead of focusing on Long Term
investment in society>.

3 Case Law: Technicolor India (P.) Ltd. v. Registrar of Companies (2020) 160 SCL 385 (NCLT-Bengaluru)
4 hitps://www.legalbites.in/corporate-governance/csr-applicability-in-india-898833
5 https://benevity.com/blog/how-to-measure-csr-impact
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In the most recent instance, the company satisfied the requirements for net profit under Section 135
of the Companies Act of 2013, had a CSR committee, and spent money in accordance with its CSR
policy during the fiscal year 2017-18; however, this spending fell short of the amount required by
Section 135(5) of the Act, for which the company duly provided justification in its director's report.
However, it was discovered that the Director's report incorrectly recorded the amount spent on the
CSR and related information; as a result, the company submitted an application to NCLT Bangalore.
The tribunal granted the company's request to amend its report, enabling it to submit a request for
compounding under Section 441 of the Act.

Greenwashing: Certain companies exaggerate their environmental initiatives for reputational
benefits without implementing substantial sustainability measures.

Volkswagen Scandal

A well-known example of greenwashing is the Volkswagené emissions scandal. The company
admitted that software installed in certain vehicles could detect when an emissions test was being
conducted and temporarily alter engine performance to produce lower emission readings.
Measuring Social Impact: Evaluating CSR initiatives remains challenging because there is no single
standard method for measuring their social outcomes. Companies may use different indicators, such
as the amount of CSR expenditure, the number of participants and beneficiaries. Therefore,
measuring the real and lasting impact of CSR programmes requires clear, consistent, and meaningful
evaluation criteria.

Limited Stakeholder Participation: CSR works better when companies consult local communities
and stakeholders. Projects planned without their involvement may not address their actual needs.
Governance and Regulatory Challenges: Different reporting standards, weak monitoring, and
uneven implementation can reduce the effectiveness of CSR programmes.

Resource Constraints: Small and medium-sized enterprises often have limited financial and
technical resources. This can make it difficult for them to carry out comprehensive CSR programmes.
9. Future Directions for CSR

Making Sustainability Part of Business Strategy: In the future, CSR should be included in the main
business strategy of companies instead of being treated only as a separate charitable activity.
Improving ESG Reporting: Better ESG and sustainability reporting can help companies become
more transparent and accountable. It can also help investors understand a company’s sustainability
performance.

Using Technology: Technologies such as Artificial Intelligence, Blockchain and digital tools can
make it easier to monitor CSR projects, assess their progress and prepare accurate reports.
Encouraging Stakeholder Cooperation: CSR can become more effective when companies work
together with government bodies, educational institutions, NGOs, and local communities. Such
cooperation can help CSR projects achieve lasting results.

Supporting India’s Sustainable Development Goals: Indian companies should increasingly direct
their CSR efforts towards national development priorities and the Sustainable Development Goals.
This can help create greater and long-term benefits for society.

10. Conclusion

Corporate Social Responsibility has gradually developed from a voluntary form of charity into an
important part of responsible business practices and sustainable development. Although India has
introduced a stronger legal framework for CSR, issues such as limited implementation,
greenwashing, inadequate impact assessment, and low stakeholder involvement continue to create
challenges. Therefore, CSR should not be limited to fulfilling legal requirements or improving a
company’s public image. It should focus on transparency, genuine participation of local communities,
environmental protection, and long-term social benefits. A responsible approach to CSR can help
businesses contribute to a more sustainable, inclusive, and fair society.

6 https://earth.org/ereenwashing-companies-corporations/
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