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"..... [Business has] responsibility to itself, to its customers, workers, shareholders and 
the community.... every enterprise, no matter how large or small, must, if it is to enjoy 
confidence and respect seek actively to discharge its responsibilities in all directions 
and not to one or two groups, such as shareholders and workers, at the expense of 
community and consumer. Business must be just and humane, as well as efficient and 
dynamic."                                                                                                
 
— Shri Lal Bahadur Shastri(Late Prime Minister of I ndia) 
 
Corporate Social Responsibility is a framework for measuring an organization’s 
performance against economic, social and environmental parameters. This paper 
attempts to address the aspects of social responsibility of the business in the light of 
initiativesparticularly in India with reference to Small and Medium Enterprises 
(SMEs).The study is purely based on a secondary source of information on literature 
review and Internet resource review. CSR activities cannot be compared with 
philanthropic activities of the business and the concept of CSR is beyond that. In 
India CSR activities shifted from institutional development like educational and 
research towards community development Small and Medium Enterprises (SMEs) 
play a vital role for the growth of Indian economy. CSR activities pay off 
economically for corporation and the impacts of such activities are also well-
recognized. Therefore, it may not have a lasting effect on the community or capacity 
building to its residents, resulting in short-lived impacts of the activities. As 
individual SMEs contribution to CSR activities can be negligible, a specific 
geographical cluster can be formed and can collectively pool their resources to 
generate substantial fund for taking up CSR initiatives. Thus corporate sector has 
much more to offer for communities, beyond the level of CSR activities.  
KEYWORDS: Corporate Social Responsibility (CSR),Small & Medium Enterprises, 
Management, initiatives, CSR fund. 
 
1.0 INTRODUCTION 

Corporate Social Responsibility (CSR) is a continuous commitment by corporations 
towards the social and economic development of communities in which they operate.  
Basically   CSR   is   a   term generally   used   to   express   the   idea   of   a 
continuing   commitment   by   companies   to   behave   ethically and contribute to 
economic development of the country, while improving the quality of life of their 
workforce, their families, the local community and the society at large. The term is 
often used interchangeably for other terms such as Corporate Citizenship and is also 
linked to the concept of Triple Bottom Line Reporting (TBL), which is used as a 
framework for measuring an organization’s performance against economic, social and 
environmental parameters. According to the UNIDO, “Corporate social responsibility 
is a management concept whereby companies integrate social and environmental 
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concerns in their business operations and interactions with their stakeholders. CSR is 
generally understood as being the way through which a company achieves a balance 
of economic, environmental and social imperatives (Triple-Bottom-Line Approach), 
while at the same time addressing the expectations of shareholders and stakeholders. 
In this sense it is important to draw a distinction between CSR, which can be a 
strategic business management concept, and charity, sponsorships or philanthropy 
though the latter can also make a valuable contribution to poverty reduction, will 
directly enhance the reputation of a company and strengthen its brand, the concept of 
CSR clearly goes beyond that.”  
 The above definition clearly states that: 

• CSR addresses social and environmental impact of businesses in a holistic 
manner strategically. 

• The needs of stakeholders and shareholders are considered. 
• CSR activities cannot be compared with philanthropic activities of the 

business and the concept of CSR is beyond that. 
 

According to UN, the social responsibility of private sector goes beyond the sector’s 
day-to-day operations of producing a certain range of products and services in the 
most efficient and economic manner. Corporate Social Responsibility is ‘an 
obligation on the companies to consider the interests of customers, employees, 
shareholders, communities and environment in all aspects of their operations.’ The 
government alone cannot attain success in upliftment of communities, generation of 
employment opportunities, etc. It is the responsibility of business employees who can 
be motivated, reorganized to come together and become a part of working towards 
society. This is where the CSR plays an important role. 

2.0 EMERGENCE OF CORPORATE SOCIAL RESPONSIBILITY IN  INDIA: 

In India corporate social responsibility has started to occupy a prominent place in the 
pre-independence era. Until the 1990’s, industrial groups have resorted to a large 
scale welfare programs and companies like Tata’s and Birla’s were involved in CSR 
activities by providing financial grants for needy. But only after 1991, due to 
liberalization policy the corporate sector has picked up CSR activities as it provided a 
pathway for transformation of Indian businesses into large global enterprises.  
 
India`s new Companies Act 2013 (Companies Act) has introduced the concept of 
Corporate Social Responsibility (CSR). The concept of CSR rests on the ideology of 
give and take aspect. Ministry of Corporate Affairs notified Section 135 and Schedule 
VII of the Companies Act as well as the provisions of the Companies (Corporate 
Social Responsibility Policy) Rules, 2014 (CRS Rules) which has come into effect 
from 1 April 2014. Section 135 of the Companies Act provides the threshold limit for 
applicability of the CSR to a Company i.e. (a) net worth of the company to be Rs 500 
crore or more; (b) turnover of the company to be Rs 1000 crore or more; (c) net profit 
of the company to be Rs 5 crore or more. Further as per the CSR Rules, the provisions 
of CSR are not only applicable to Indian companies, but also applicable to branch and 
project offices of a foreign company in India. Every qualifying company requires 
spending of at least 2% of its average net profit for the immediately preceding 3 
financial years on CSR activities. Further, the qualifying company will be required to 
constitute a committee (CSR Committee) of the Board of Directors (Board) consisting 
of 3 or more directors. The CSR Committee shall formulate and recommend to the 
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Board, a policy which shall indicate the activities to be undertaken (CSR Policy); 
recommend the amount of expenditure to be incurred on the activities referred and 
monitor the CSR Policy of the company. The Board shall take into account the 
recommendations made by the CSR Committee and approve the CSR Policy of the 
company. 
 
 List of CSR activities under Schedule VII 

• Eradicating extreme hunger and poverty 
• Promotion of education 
• Gender equality and empowering women 
• Reducing child mortality and improving maternal health 
• Combating human immunodeficiency virus, acquired, immune deficiency 

syndrome, malaria and other diseases 
• Ensuring environmental sustainability 
• Employment enhancing vocational skills 
• Social business projects 
• Contribution to the Prime Minister's National Relief Fund 
• Any other fund set up by the Central Government or the State Governments 

for socio-economic development and relief and funds for the welfare of the 
Scheduled Castes, the Scheduled Tribes, other backward classes, minorities 
and women and such other matters as may be prescribed. 
 

Thus, in India CSR activities shifted from institutional development like educational 
and research towards community development and the companies are reporting those 
activities in their official websites, sustainability reports and annual reports. In some 
cases, CSR reports are also published. Some of the CSR activities taken up by the 
corporates can be Operating licenses from the communities, Communities act as 
suppliers; employees can be motivated, retained and over and above the company can 
have the ability to attract them; creation of goodwill position themselves as 
responsible corporate citizens.Many large corporate houses are taking up projects 
along with the help of the government to promote the cause of sustainable 
development.  
 
3.0Corporate Social Responsibility and SMEs: 
 
Small and medium-sized enterprises (SMEs) represent the backbone of local 
economies in most developing countries. Yet, most of these enterprises remain in the 
informal sector because they lack the ability to grow beyond the neighbourhood and 
comply with the demands of the complex business environment in the formal sector. 
Small and Medium Enterprises (SMEs) play a vital role for the growth of Indian 
economy by contributing 45% of industrial output, 40% of exports, employing 60 
million people, create 1.3 million jobs every year and produce more than 8000 quality 
products for the Indian and international markets. SME’s Contribution towards GDP 
is increasing annually. There are approximately 32 million SME Units in India and 12 
million persons are expected to join the workforce in the next 3 years. SMEs are the 
fountain head of several innovations in manufacturing and service sectors, the major 
link in the supply chain to corporate and the PSUs. SMEs are now exposed to greater 
opportunities than ever for expansion and diversification across the sectors. Indian 
market is growing rapidly and Indian entrepreneurs are making remarkable progress 
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in various Industries like Manufacturing, Precision Engineering Design, Food 
Processing, Pharmaceutical, Textile & Garments, Retail, IT and ITES, Agro and 
Service sector. 
As CSR clause in the Companies Act, 2013 covers companies that have a net profit of 
five crore INR and above many small and medium enterprises (SMEs) will 
qualify.Corporate companies have been the main drivers of CSR for a number of 
reasons. However, this does not mean that CSR cannot be accomplished by SMEs.  
Because of strong personal and ethical commitments towards community most of the 
SMEs CSR activities are now part of mainstream CSR practices. The promotors of 
SMEs who has financial stake in the business can initiate these CSR activities driven 
by their personal interests.  As individual SMEs contribution to CSR activities can be 
negligible, a specific geographical cluster can be formed and can collectivelypool 
their resources to generate substantial fund for taking up CSR initiatives. 

Even though SMEs in India have participated in CSR activities the struggles have not 
been optimally distributed. One of the reasons can be because of the fact that CSR 
activities depend on SME profits and any variations in profits can affect their ability 
to contribution for CSR fund.  Another reason can be lack of professional approach by 
the limited human resources available to SMEs. SMEs tend to focus on short-term 
activities that involve lesser operational costs. According to survey conducted by 
UNIDO in 2008 on five SME clusters in India, found that 31% to 79% of the SMEs in 
these clusters, preferred charity donations rather than long-term programmes for local 
communities. The new Companies Act, 2013, changed the SME’s approach to CSR 
with an alternative of pooling funds with other SMEs in the cluster such that CSR 
programmes can be managed jointly but as a single entity. This collaboration can be 
formed within the units in a cluster as they intermingle with the similar communities 
and have their own established associations.  
 
This Collaboration has the following advantages: 
1.Operational Cost can be reduced by creating a common organization that caters to 
all CSR activities like establishing a department, evaluating the community needs, 
framing programmes and conducting assessment studies. 
2. Collaboration among SMEs in a cluster gives chance to manage issues related to 
social and environment in such a way that pressure from the buyers who are trying to 
establish their own supply chain can be answered better.  
3. Pooling resources can help to undertake long-term projects by the SMEs that 
cannot be done independently as an uncertainty exists in the CSR budget of that 
independent SME. Usually long-term projects have greater impact than the short-term 
projects. Communities are increasingly recognizing the significance of the support 
offered by these projects in making their lives better. Long-term projects also lead to 
improved community relations and this ensures avoiding certain issues of community 
that hinders business activities.  
These Collaborations can also be taken up by larger companies, through industry 
associations, to enable them to address common issues afflicting an area or an 
industry.  
 
4.0CSR Process for SMEs: 
 
The process for an SME is initiated by forming cluster association by SMEs. 
Collaborative CSR activities can be taken up by SMEs of companies to maximize the 
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impact thereby reducing the operational costs for fund management. Cluster 
associations should give due priority to local communities while developing CSR 
programmes. 
Major steps involved in the process towards CSR for SME’s 
Step 1: Deciding the thematic areas from Schedule VII of the Companies Act, 2013, 
beneficiary groups and geographies that it will target based on the inputs from 
participants as per the priorities of the entire association. 
Step 2: Developing internal processes to track individual contribution by members 
and their utilization in CSR activities,  
Step 3: Implementation involves Project development, operationalizing institutional 
mechanism, Contracting, Budgeting and payments, Monitoring, Impact measurement 
Reporting and communication. 
Step 4: Finalizing long-term projects based on projected contributions by members 
and addressing non-payment by members. 
In cases where the total CSR funds are inadequate to cover the cost of collaboration, 
SMEs can also contribute to the Prime Minister’s National Relief Fund or any other 
fund set up by the central government or the state governments as per activity ix of 
the Schedule VII of the Companies Act, 2013.To undertake CSR activities 
collaboratively the CSR policy of individual SMEs should be so designed that it 
allows for flexibility. 
 
4.0 CONCLUSIONS AND SUGGESTIONS 

In India, the concept of CSR is governed by clause 135 of the Companies Act, 2013 
and made it mandatory for the companies to participate in CSR activities. The 
promotors of SMEs who has financial stake in the business can initiate these CSR 
activities driven by their personal interests.  As individual SMEs contribution to CSR 
activities can be negligible, a specific geographical cluster can be formed and can 
collectively pool their resources to generate substantial fund for taking up CSR 
initiatives. As the developmental activities takes long term commitments and the 
impact is often takes time, a good CSR practice involves developing a long-term 
strategy. But the budgetary plan and reviewing is done annually to comply with the 
CSR policy requirements of the Companies Act, 2013. Corporate social responsibility 
(CSR) has emerged from being just charity into a new approach to achieve business 
objectives.  
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