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Abstract  Sustainable rural development is the need of the hour in all the developing countries across the world today with particular reference to India. Growing population and limited capacity of Government to reach out for the poor is the main cause for the rural- urban and also the rich-poor divide. There is a need for private sector in this context, to share the burden of Government in the upliftment of rural poor. Hence Corporates need to consider themselves as integral part of the society and accordingly act in a socially responsible way that goes beyond economic performance. (KPMG& ASSOCHAM, 2008)
CSR is regarded as a vehicle through which corporates give something back to the society as a price for the profits they made by using natural and human resources of the country. The recent Companies act 2013 made it mandatory for every company fulfilling the basic criteria to contribute for development of rural India. India is the only country wherein CSR has been enforced by legislation as a result the  listed profit making companies are required to contribute a certain percentage of average profit after tax for social development activities. Education & healthcare are the areas where largest CSR spending is done till date. 

This present study focuses on CSR activities under taken in India for rural development and also analyse the impact of CSR activities on the rural people. Case studies were done to analyse the performance of two corporate sectors, ICICI & NALCO Foundations in rural areas of Rajasthan and Orissa. 
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1 Background
Corporate Social Responsibility (CSR) is one of the core functions of all the reputed industries and business organizations, all over the world today. This is the consequence of gradual social awareness by the consumer-common man about his or her rights and on the flip side, realization by the rich and affluent that they can no more deceive the public and make profits without contributing anything towards their well-being. CSR is thus a, part of corporate culture where businesses or companies decide voluntarily to contribute to a better society and cleaner environment.

World Business council for Sustainable Development defined, ‘Corporate Social Responsibility is the continuing commitment by business to contribute to economic development while improving the quality of life of the workforce and their families as well as of the community and society at large.’ (WSCB, 1999)

· Stakeholders are expected to show continued commitment and behave ethically

· Business needs to contribute to economic development

· Business needs to improve quality of life of work force and their families

· Take active part in improvement of quality of life of local society and society at large

A widely circulated definition of European Union describes CSR as, the concept that an enterprise is accountable for its impact on all the relevant stake holders. It is continuing commitment by business to behave fairly, responsibly and contribute to economic development while improving the quality of life of the workforce and their families as well as the local community at large(Global CSR Summit, 2013). 

Since no business can exist in isolation, CSR creates a long term value to business enterprise and a general good will which helps in popularity of the organization as well.  Corporate social responsibility is a commitment to improve community well-being through discretionary business practises and contributions of corporate resources (Kotler & Lee, 2005).

2 Meaning of CSR is twofold

On one hand it exhibits ethical behaviour that an organization has towards its internal and external stakeholders. On the other hand it denotes the responsibility of an organization towards the environment and society in which it operates. CSR is regarded as a vehicle through which companies give something back to the society. It involves providing innovative solutions to the societal and environmental challenges. But the challenge for development professional and business community is to identify CSR priorities and areas of interventions which are meaningful in the context of rural development sector.(Kumar, 2008) There is no business which can exist in isolation. Even though business is meant for making money, a lot many factors depend upon its sustainability. It is about the way we understand and build our social network that lot more things. CSR helps an entrepreneur to build long lasting good will in the public.

In 2005,360 different CSR related shareholders resolutions were filed on issues ranging from labour conditions to global warming and Government regulations increasingly mandate social responsibility reporting. While businesses are awakened to these risks they are not much clear on what to do. While businesses are awakened to these risks they are not much clear on what to do. In fact most common CSR has been nether strategic nor operational but cosmetic, public relations, media campaigns etc. (Michel e. Portar. 2006).

CSR became important because of the several factors as briefly mentioned (Janalakshmi foundation, 2014).

· Helps in strengthening the relations between companies and Stakeholders.

· It enables continuous improvement and encourages innovations.

· It attracts the best industry talent as a socially responsible company.

· Provides additional motivation to employees

· Mitigates risk as a result of effective corporate Governance framework

· Enhances ability to manage stakeholder expectations.

3 CSR around the world

Many countries all over the world initiated CSR policies with twin objectives- one, to make private companies contribute for social development and at the same time keep a check on  their wealth accumulation in order to reduce the rich-poor divide. For example–in the year 2007, Malaysian Government passed a regulation mandating all the publicly listed companies to publish their CSR initiatives on ‘Comply or Explain basis’. Accordingly all public limited companies should either provide details about CSR spending or explain why they should be exempted. In 2009, Denmark made it compulsory for all public limited companies with a total assets more than 19 million $ , to report on their social initiatives in their annual financial reports. However there are some countries like UK where though CSR activities reporting is not mandatory. Currently, emerging markets like China, Brazil and South Africa have become forerunners in CSR reporting in the developing world in terms of their involvement in CSR activities (Report on Global CSR Summit, 2013 etal)

4 CSR in India

CSR as a concept is not new for Indians, roots are found in Indian culture. Kautilya emphasised ethical principles and practises while conducting business. Hindu merchants gave alms to the poor constructed temples, also night shelters to the poor. Hindus followed ‘Dharmada’ where the manufacturer or the seller charged a specific amount from the purchaser which was used for charity. 

Islam also had a law called ‘zakaat’ which ruled that a portion of one’s earnings must be shared with the poor in the form of donation. 

Evolution of CSR in India cam be conveniently described in four phases:

a) 1850 to 1914. This phase is for charity and philanthropic nature. Influenced by family values tradition and culture wealth of businessmen were spent on society welfare. In times of drought and famine these businessmen opened up their granaries for poor and hungry. During this period, Tatas, Birlas, Godrej & Bajaj promoted the concept of CSR by setting up charitable foundations, educational,   health care institutions for community development.    

b) 1910 to 1960: Industries were motivated by Gandhiji to share their wealth and benefit with the poor and marginalized in the society. According to Gandhiji companies and industries were temples of modern India. Hence during this period, trusts were setup to establish and run colleges, libraries, and research and training institutions.

c) 1950 to 1990: Emergence of PSUs to ensure better distribution of wealth in social policy on industrial licencing and taxes and restrictions on private sector resulted in corporate malpractices which finally led to corporate governance and environmental issues. In the year 1965 academicians, politicians and businessmen conducted a nationwide workshop on CSR where major emphasis was given to social accountability & transparency.

d) 1990 onwards: In this phase CSR became characterised as a sustainable business strategy. The wave of Liberalization, globalization and Privatization together with a comparatively relaxed licensing system led to a boom in company’s economic growth. This further led to increased momentum in industrial growth making it possible for companies to contribute towards industrial growth (Janalakshmi foundation, et al). 

Bidut Chakraborty (2011) stated that though CSR is not a new concept in India, historically, the Tatasand Birlas have been generously donating for social causes for decades long before CSR became a popular cause. Despite these examples however, CSR is still at a very nascent stage and has least contributed towards development sector. Practices by few public and private sectors, CSR in India is more a policy initiative rather than outcome of business concern for public wellbeing.

5 CSR in rural India development

More than 60% of Indian population live in villages and are heavily dependent on agriculture for their livelihood. Whatever small scale industries are present example; cottage industry, rice mill, sugar processing unit all are agro-based. But agriculture depends upon vagaries of monsoons- droughts, insufficient rainfall or floods and soil erosion are a common phenomenon among villages. Hence poverty illiteracy, unemployment or seasonal employment, ignorance, falling easy prey to diseases, distress migration all form causes and effects of poverty in rural areas.  

Government of India initiated several programmes for the welfare of rural people in order to develop self-sufficiency and reduce or perhaps, prevent forced migration. This is in accordance with the popular saying of Mahatma Gandhiji, “India’s true development lies in development of its villages”. Currently there are 30 and more development programmes being implemented in rural areas for infrastructure development, social and economic development of people residing in rural areas.

Under CSR initiative, many companies adopted villages for their comprehensive development- eradicate poverty encourage skills for job markets, self-employment and pursuing modern agriculture. CSR initiatives may include area development programmes like construction of rural roads, extension of electricity lines to villages, construction and operation of schools, health sub-centre, hospitals, piped water supply to rural households, total sanitation facilities, housing for all, midday meals for poor children in schools, livelihoods in agriculture, horticulture, animal husbandry, dairy development, poultry, handicrafts, handlooms, and skills leading to various services like electrician plumber, tailoring and so on. Practically the entire centrally sponsored schemes meant for rural infrastructure and social development programmes implemented in rural areas can be taken up under CSR. 

6 CSR Law—Uniqueness

The much discussed and awaited CSR law and its provisions came into effect from 2014 April onwards. CSR will be applicable to companies with annual turnover of INR 10 billion and more or a net worth of 5 billion and more or a net profit of 0.05 billion or more during any financial year. Companies that fall under any of the above category must spend 2% of their average net profits made during the 3 immediately preceding financial years on CSR activities and or report the reason for non-expenditure. The companies were expected to prepare their CSR policy in accordance with the provisions of this new law and revised list of activities enlisted under the amended Schedule VII and the CSR rules.

· Institutional coverage of CSR: Section 135 of the companies act brings under its purview every company which would mean a company incorporated in India i.e. a foreign company having a branch or a project office here. This is a overreaching provision as foreign companies might perceive it a s additional tax or burden for doing business in India

· Computation of Net Profit: For an Indian company, 2% CSR contribution is computed as 2% of the average net profits made by the company during the preceding three financial years. However her profits from branches in other countries are excluded. Whereas for a foreign company having a branch office in India, balance sheet, profit and loss account of that company will be prepared in accordance with section 381(1) (A). Hence it is not clear as to how the computation of net worth or the turnover would be arrived in case of a branch or a foreign office. Expenditure incurred by foreign holding company for CSR activities in India will qualify as CSR spend of Indian subsidiary, if CSR expenditures are routed through Indian subsidiaries 

· Appointment of independent Directors on board: CSR rules have dispensed with the requirement of appointing independent director on the CSR Committee of the Board of an unlisted company as well as a private company. Further CSR committee of a foreign company must have 2 or more directors one, an Indian and other foreigner nominated by the company.

7 Modalities of undertaking CSR activities

1. Conducting CSR through a Third Party: CSR activity can be undertaken through a registered society or trust or section 8 company under the companies act. In this regard, the CSR rules have liberalized the participation of a third party to undertake CSR activities on behalf of the spending company provided it fulfils the relevant track record of three years in undertaking similar projects or programmes.

2. Companies permitted to undertake CSR activities along with another company/its group companies: The new CSR rules allow companies to permit board of directors of a company to undertake CSR activities of other companies complying with provisions of section8 of the companies act.

3. Conducting CSR through group Entities: Autonomy to the companies to carry out their CSR activities through their own or holding, subsidiary or companies registered under section 8 have been provided.

4. Collaborating or pooling resources: Collaboration with other companies for undertaking CSR projects or programmes is also permitted subject to the condition that collaborating companies are in a position to report separately as per the reporting requirements under companies act.

8 Companies under CSR 

Once a company is covered under the ambit of the CSR, it shall be required to comply with the provisions of the CSR. The companies covered under the Sub section 1 of Section 135 shall be required to do the following activities:

· As provided under Section 135(1) itself, the companies shall be required to Constitute Corporate Social Responsibility Committee of the Board “hereinafter CSR Committee”. The CSR Committee shall be comprised of 3 or more directors, out of which at least one director shall be an independent director.

· The Board’s report shall disclose the compositions of the CSR Committee.

· All such companies shall spend, in every financial year, at least two per cent of the average net profits of the company made during the three immediately preceding financial years, in pursuance of its Corporate Social Responsibility Policy. It has been clarified that the average net profits shall be calculated in accordance with the provisions of Section 198 of the Companies Act, 2013. Also, proviso to the Rule provide 3(1) of the CSR Rules that the net worth, turnover or net profit of a foreign company of the Act shall be computed in accordance with balance sheet and profit and loss account of such company prepared in accordance with the provisions of clause (a) of sub-section (1) of section 381 and section 198 of the Companies Act, 2013.( csrpolicy.pdf, 2013) 

9 CSR expenditure

Nature of CSR expenditure and geographic limitations

Expenditure incurred on specified activities that are carried out in India will qualify as CSR expenditure. Such expenditure includes contribution to the corpus or on projects or programs relating to CSR activities. Any activity undertaken solely for the benefits of employees and their families will remain outside the purview of CSR activity. 

Expenditure incurred in undertaking normal course of business will not form a part of the CSR expenditure. Companies would need to clearly distinguish those activities which are undertaken specifically in pursuance of normal course of business and those that are done incrementally as part of the CSR initiatives.

Any surplus arising out of CSR activities will not be considered as business profit for the spending company. It is unclear whether the surplus will form part of the CSR Fund for the next financial year.

The CSR Rules are unequivocal in stating that any form of direct or indirect contribution made to any political party by company cannot be counted towards CSR activity.

10 Employees’ contribution towards CSR

Companies are permitted to train their employees and/or personnel of their implementing agencies to build CSR capabilities. Any expenditure incurred in providing such training up to a ceiling of five percent in one financial year is permitted under the CSR budget. However, owing to a ceiling on the percentage of amount that can be spent for training purposes, the idea of including and computing employees’ time-value contribution towards CSR has not been factored at all. Allowing companies to train employees subject to a pre-fixed budget while excluding employees’ time-contribution will create a dichotomy in allocation of CSR expenditure.

11 CSR reporting

It is mandatory for companies to disclose their CSR Policy, programs/projects undertaken and amount spent in their report and the CSR Rules provide for a separate format. The report containing details of such activities and CSR policies have to be made available on the company’s website for informational purposes.

Provision for cease of applicability of CSR provision

The requirement and compliance under the CSR provision will cease to be applicable to a company which for the three consecutive years falls outside the purview of the threshold requirement of annual turnover or net worth or net profit as envisaged under Section 135(1) of the Companies Act

(Rahul Rishi, Ankita Srivastava & Dr.Milind Antani, 2013).

12 CSR activities

The Policy recognizes that corporate social responsibility is not merely compliance; it is a commitment to support initiatives that measurably improve the lives of underprivileged by one or more of the following focus areas as notified under Section 135 of the Companies Act 2013 and Companies (Corporate Social Responsibility Policy) Rules 2014:

i. Eradicating hunger, poverty & malnutrition, promoting preventive health care & sanitation& making available safe drinking water;

ii. Promoting education, including special education & employment enhancing vocation skills especially among children, women, elderly & the differently unable & livelihood enhancement projects;

iii. Promoting gender equality, empowering women, setting up homes & hostels for women& orphans, setting up old age homes, day care centres & such other facilities for senior citizens & measures for reducing inequalities faced by socially & economically backward groups;

iv. Reducing child mortality and improving maternal health by providing good hospital

Facilities and low cost medicines;

v. Providing with hospital and dispensary facilities with more focus on clean and good sanitation so as to combat human immunodeficiency virus, acquired immune deficiency syndrome, malaria and other diseases;

vi. Ensuring environmental sustainability, ecological balance, protection of flora & fauna, animal welfare, agro forestry, conservation of natural resources & maintaining quality of soil, air & water;

vii. Employment enhancing vocational skills.

viii. Protection of national heritage, art & culture including restoration of buildings & sites of historical importance & works of art; setting up public libraries; promotion & development of traditional arts & handicrafts;

ix. Measures for the benefit of armed forces veterans, war widows & their dependents;

x. Training to promote rural sports, nationally recognized sports, sports & Olympic sports;

xi. Contribution to the Prime Minister’s National Relief Fund or any other fund set up by the Central Government for socio-economic development & relief & welfare of the Scheduled Castes, the Scheduled Tribes, other backward classes, minorities & women;

xii. Contributions or funds provided to technology incubators located within academic

Institutions, which are approved by the Central Government;

xiii. Rural development projects, 

xiv. Slum area development.

The Above list is illustrative not exhaustive. All activities under the CSR activities should be environment friendly and socially acceptable to the local people and Society. Contribution towards C.M relief fund shall be a part of CSR activities above 2% of Net profit other than the activities mentioned above. Further Ministry of Corporate Affairs vide Notification dated 24.10.2014 increased the scope of contribution made towards Corporate Social Responsibility (csrpolicy.pdf, 2013 et.al).

13 Controversial provisions of CSR act

With effect from April 1st 2014, CSR has become mandatory for Indian companies and foreign companies working in India. The law relating to CSR in India is provided in section 135 of the companies act 2013 read with schedule VII of the act and the CSR rules 2014. The CSR laws are new and still evolving hence there are many debatable areas which lack clarity, some of them are discussed as under:

a) Independence of CSR committee and Trusts promoted by the company:  Under the rule 4(2), a company can implement CSR activity through trust or society. A company can promote a trust and immediately start working through such trust. Management of the trust can be taken care of by the company, hence no separate managing directors are needed. But section 135(1) requires that a CSR committee should be formed. There should be one independent director in such CSR committee. Moreover CSR law does not recognize trust or society promoted by the company.

b) CSR expenditure whether charge against income or Appropriation: CSR is a charge to income or appropriation of income has not yet been clarified. Expenditures of various natures are allowed as permissible under CSR eg direct expenditure on charitable activities, direct expenditure on capacity building of persons appointed to implement CSR activities- all these require separate accounting and tax treatment. CSR law allows all these types of applications as CSR expenditure but there is no clarity with regard to accounting and legal treatment.

c) Fundamental difference between sections 181& 135; Section 181 of the company’s act allows all companies to make voluntary contribution to charitable funds up to 5% of profits even without the approval of general body. Hence the fundamental difference between section 181 and 135 has not been clarified

d) Accounting and utilization issues in CSR When CSR funds are utilized through charitable trusts accounting issues arise. However under schedule VII a company has to be given restricted grant as legal obligation for specific purposes, therefore it is not clear whether CSR grant can or cannot be voluntary contribution or should they be restricted grant only.

e) Companies facing conflict with FCRA laws: FRCA laws 2010 needs to be amended corresponding to changes in CSR law. This is because under FRCA neither foreign company nor Indian company are allowed to provide grant to other trusts unless they have FRCA prior permission or registration. Indian companies like ICICI bank, HDFC are having 50% shareholding in foreign companies cannot give grant to their own trusts. A corresponding amendment in FCRA act is needed.

f) Reporting requirement of CSR: Reporting format under Companies (CSR) Rule is broad guideline. It should have been linked with the schedule Ⅲ of the companies act in order to create formal responsibility of the auditor. Currently there is no formal linkage of CSR reporting with audited financial statement except as notes to be accounts.

g) No clarity regarding administrative expenses:

There is no structured accounting standard to maintain administrative expenses. Judicial precedence is confusing and most of the administrative expenses have been treated as program expenses. This results in use of discretionary norms in determining administrative expenses effecting the uniformity in reporting CSR

h) CSR expenditure before or after determining net income: Computation of average net income shall be made under section 198. For the purpose of CSR irrespective of the nature of expenditure the company has to apply 2% of the net profit computed. From finance point of view the company may distinguish between chargeable expenditure and voluntary expenditure because chargeable expenditures can be deducted during computation of net profit under section 198. There is no clarity how to deal with overlapping expenditures. 

i) Treatment of shortfall or excess in CSR Expenditure: A shortfall in CSR expenditure is a financial issue with a legal accountability on board. Such shortfall should be formally computed in the audited statement and company can take care not to have such shortfalls in future. Similarly there is lack of clarity in responding and off setting of surplus in CSR expenditures.

In fact without coercive mechanisms, it is unlikely that the law will yield effective results. CSR in India is viewed as more or less 2% tax spent by the firm rather than given to the government. Already corporate tax in India is 34.6%, one of the highest in the world when compared to global average which is 24.09%. 

Among the prescribed CSR activities, for eradication of extreme poverty 6% of CSR spending was reported, two others- combating various diseases & promotion of education accounts for 44% of CSR spending and expenditure on reduction of child mortality rate did not receive any funding. However in India 50% of children are malnourished due to pervasive poverty and it is unlikely that the above allocation of resources reflect the political will of Indian public.

 CSR is fundamentally an inspirational exercise and it is very difficult to legislate aspirations. Laws can only set minimum standards but fail to create impetus for positive action. Inequality is already on the rise in India. Unless there is some coercive mechanism it is unlikely that the law will result in widespread compliance and real effectiveness (Aneel Karnani, 2017).

14 CSR spending in India

When corporates come forward to drive programme for community welfare, it is essential to get support from all sectors. When it comes to community service or popularly known as ‘social responsibility’, it has always been seen as responsibility of Government. For example when Panchayati Raj was introduced it brought in rural independence in India. Top companies spending on CSR in India include Reliance, Tata Consultancy, HDFC, ITC, Wipro, ICICI, Axis bank & Hindustan Uniliver. 

Economic times partnered with Future Scape & IIM Udaipur and conducted the first Best companies of CSR study in 2015-2016 companies participated but out of them only 18% met the mandatory 2% spending norm. (Economic times, 2015 )
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The above figure indicates that most of the CSR spending of Corporates is on education and skilling. 

15 Statement of problem

With the above stated background for CSR as study was conducted in rural India to identify the impact of CSR spending on the beneficiary villages.
Objective of study: Analyse the impact of Corporate CSR activities linked to rural development.

Area of research: Case studies on two corporate sectors, ICICI and NALCO conducting CSR activities in remote villages of Orissa and Rajasthan were made in this context. Studies were conducted on impact assessment of ICICI RSETI CSR activities like dairy, goat rearing at Malwa and Girwar blocks of Udaipur district in Rajasthan and on Mobile Health Units, CSR initiative of NALCO in Damanjodi of Orissa.
Research methodology: While secondary data formed all the information collected from the field offices research reports, primary data was collected from suitable sample of 325 beneficiaries of ICICI foundation from Udaipur district using simple random technique and in Damanjodi, MHU beneficiaries from 53 out of 163 interconnected villages were chosen based on multistage random sampling techniques. Open ended Interview method was used to gather information in both the cases.
Results and analysis:    
Udaipur study

ICICI foundation for inclusive growth was established in the year 2008.It works in partnership with Government, leverages capacities of local NGOs for implementation of its CSR initiatives and adopts a direct intervention model for skill development. Currently ICICI manages Rural self- employment training institutes (RSETI)s at Udaipur and Jodhpur districts of Rajasthan. They provide demand based training for local youth from marginalised communities. 

Training is provided at easily accessible local areas for the rural youth. At present training is provided in 23 trades like Electrician, plumbing, carpentry, motor winding and so on. Training is also provided for cattle rearing, dairy development etc. 

Since 2013 RSETIs are driving major community level initiatives aimed at economic empowerment of the community. Hence launched micro enterprise development programme (MEDP) for SHGs in alignment with NRLM. This SHG project aimed at providing training in enterprise development followed by customised skill training to SHGs 

In Udaipur district impact assessment study was undertaken for those villagers who received training in dairy, vermicomposting and goat rearing in Sakroda and Malwa blocks. Goal was to identify best possible modifications with ongoing training and to improve efficiency. In depth interview method was used to collect primary data from a sample of 325 candidates of Sakroda and Malwa i.e. through random sampling method. All these 325 candidates were ex-trainees. 87 among them were farm women and SHG members. They were poor prior to training and are now having better economic position. 86 % of the respondents were found to be strongly in favour of training. They were feeling secured and empowered, enjoying increased income, improved social status and overall change in life. However when a comparative study was done, training in dairy production rather than goat rearing caused a remarkable increase in the average income of the respondents. Finally there is a need to adapt scientific methods of training in order to achieve further development. Training is thus playing a key role in benefiting the rural youth. ICICI under CSR is therefore providing valuable service to the rural youth in guiding them to achieve gainful employment.  

Damanjodi study:
NALCO CSR:  NALCO as a part of its CSR activities is operating a Mobile Health Unit (MHU) health project in collaboration with Wockhardt foundation aiming to serve the primary health care needs of 163 peripheral villages of Damanjodi M&R complex, Orissa. A dynamic and door step health care delivery system, the MHU initiative undertaken by NALCO foundation is today a full-fledged program. 

Initially started in 2009 by NALCO, the project currently operates 4 MHU in Damanjodi catering to all the peripheral villages in the block. Purpose of the study was to assess the impact of the MHUs on medical care deprived populace in the villages and provide requisite input to help facilitate the growth of MHU and based on findings of the study make recommendations to increase operational efficiency of MHUs.  

Each MHU consisted of a doctor, a pharmacist, driver as well as van coordinator an ANM apart from the project co-ordinator in charge of monitoring and control aspects. These MHUs provide services like treatment to minor illness, ailments, referral of cases, awareness regarding sanitation, medical issues like TB, cancer, HIV AIDS, Blood Pressure and Diabetes Mellitus.

Scope of the study is limited to reviewing the delivery of services to doorsteps by MHUs in the study sample. An exploratory study design was adopted in order to assess the impact of various services being provided by MHUs in those villages. Multistage random sampling technique was used in selection of 56 villages out of the 163 interconnected villages in the block.25% of the total population of the villages was taken as sample size and interview open ended were the tool adopted.

Discussion: As per the results of the research 97% of the villagers interviewed there were not availing any sort of medical facilities and very few people 2.4% had access to government and private hospitals. However 79% of the people are aware of the MHU services. Among the beneficiaries of MHU services almost 90% are satisfied. Women and old age people seem to have more benefited by MHUs. More than 70% were satisfied with interacting with the doctor, treatment provided, paramedical staff and also the flexible timings of MHU. Thus out of the 56 villages visited  large number of respondents expressed satisfactions regarding the functioning of MHUs and thus there was found to be  a  positive impact of MHUs in the peripheral villages. 

 However certain shortcomings like need for rapid diagnostic kit, dedicated hospitals for patients from these villages, frequent trips of MHUs i.e. twice or thrice in a week, field screening camps to detect chronic diseases like Hypertension, Diabetes and last but most important is campaigning for cleanliness, sanitation and hygiene maintenance needs to be fulfilled. All these can happen if CSR under NALCO caters some more time, infrastructure and money for people at Damanjodi M&R in Orissa.

Based on the above case studies it can be inferred that CSR interventions have been very useful and necessary to narrow down the rich–poor divide and at the same time compel the corporates to spend for the society. Development of the country is possible only when all sections of the society work together in coordination with each other.   

16 Companies Evading CSR

There are however some companies which sort for avoidance techniques. A survey of an accountancy firm KPMG confirmed that 52 out of the country’s largest 100 companies failed to spend the required 2% last financial year. (Guardian, 2016)

According to Economic time’s investigation, if a company is obligated to spend, say Rs. 10 crore on CSR, it writes out a cheque in favour of a trust that works in education, healthcare, environment protection or any of the activities specified by the government. The trust, after deducting its commission, discreetly returns the money in cash to the officials or promoters, instantly turning Rs. 10 crore of white money into black. The middleman gets a cut as well (ET, 21st OCT 2015).  

Avoidance techniques used by Corporates:Corporates all over the world including India adopt different techniques to record low net profits and hence evade high rate of taxation. Eventually when the recorded profits are low, money catered for CSR activities also become less. There is ample evidence that firms (Legally) avoid taxes for example by appropriate transfer pricing policies, making suitable location choices or exploiting loopholes in tax laws. More specifically, socially responsible firm behaviour and tax avoidance compliments or substitutes. In the former case more socially responsible firms will avoid taxes to a greater degree, in the latter they will avoid fewer and pay more taxes (Laszlo Goerke, (2017).

John Christensen & Richard Murphy stated more than a decade ago that, strict policy measures are required to reduce the distortions that have arisen as a result of globalized companies leaving the nations based tax regimes floundering. Businesses should adopt CSR standards on taxation, including requirements to publish all necessary accounting information and to refrain from use of profit laundering vehicles created without substantial economic purpose. John Christensen & Richard Murphy (2004).

According to another study published by UN University World Institute for Development Economics Research (UNU-WIDER) Multinational corporations (MNC)s across the world are evading taxes to the tune of 500 billion dollars annually. MNCs generally shift their profits to low tax jurisdictions or tax havens to reduce tax liability using a variety of methods from transfer pricing, transferring royalty generating patients to allocating more debt to high tax jurisdictions. Realization of Taxes from such shifted profits can increase aggregate revenues of the affected governments across the world by around 4.5% approximately. 

Further tax evasions by MNCs are hurting the poor countries relatively more. A 2010 piece of study in a monthly review journal noted how developing countries lose out on tax revenue due to ‘profit shifting ‘by the MNCs. International centre for Tax Development (ICTD) shows that US headquartered multinational firms in general book too much of profits in emerging market economies like India & China. Thus profit shifting behaviour of MNCs is induced by huge tax arbitrage. In India 18% of all Foreign Direct Investment (FDI) equity inflows from tax havens represents ‘round tripping’. Hence India adopted country by country reporting norm which means MNCs will be mandated to disclose information and cannot evade tax payment. (Lutz and Preuss

(2010) seeks to examine whether companies that engage in tax avoidance through locating their headquarters in tax havens-or Off Shore Finance Centres (OFC)s make any claim to act socially responsible. Study was made on the sample OFC firms and found that these firms do indeed make claims that they are engaged in responsible business practises that includes CSR as well. 

17 Conclusions

CSR despite the avoidance techniques adopted by some companies, has the potential to bring a revolution in development. Rising fiscal deficit and loopholes in implementation of welfare schemes CSR seems to be a ray of hope. The concept of CSR has the potential to generate Rs. 20 to Rs. 25 crores every year which can give a boost to investments in human and physical capital. Recent commitment of 100 crores each by two leading companies TCS and Bhariti Airtel as a part of CSR to build toilets for girls in schools under Swatch Bharat Abhyaan is one such example (www.epw.in).  Effective implementation of CSR in India requires refining the legislation thereby reducing the chances for corporates to evade taxation and CSR subsequently. This can be possible only when the Government draws lessons from the variety of tax avoidance schemes adopted by the Corporates to escape social responsibility.

Suggestions to improve effectiveness of CSR law 

· Trusts or societies promoted by the company to implement CSR activities should mandatorily disclose their accounts. 

· Transparency should be ensured at every level of CSR activity

· Corporates under CSR come into direct contact with communities. Hence they need to play an active role in community development activities

· Corporates should support the local merchants or suppliers and encourage them to increase their market access

· Corporates should be ready for innovation in any kind of social development activity involving the community.

· Corporates should be made accountable to the public for their performance under CSR.

· A separate account need to be maintained with regard to allotment and spending of corporates on CSR.

· Corporate spending on social development must be made public in every country.

· An officer from UNO should be appointed to assess the profit, countries gain as contribution from companies as a part of implementing their CSR activities.
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