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Abstract

Corporate social responsibility (CSR) has been worldwide in making a place for itself within business
strategy, the degree of regulation and implementation varying from country to country. This research is
intended to be a comparative study of the CSR practices of India and other leading global economies
concerning the regulatory frameworks, problems in implementation, and effectiveness of initiatives. CSR
in India is regulated by the Companies Act, 2013, which requires that large companies spend part of their
profits on socially beneficial causes. Challenges include weak enforcement, limited applicability, and lack
of transparency and accountability within India’s framework. This is in contrast with countries where a
more stringent law regulating CSR exists like Germany which have a very much stronger approach to

sustainability, than environmental impacts or human rights.

The study will also analyze the legal and policy frameworks that govern CSR for these countries and bring
an insightful examination of how CSR tends to impact corporate behavior in terms of ethical business
practices, community welfare, and environmental sustainability. The research will also look into the role
played in shaping CSR practices by the public and private sectors and assess the impact of CSR endeavors
on various societal challenges. This research will bring to bear a comparison between CSR frameworks in
India and those in other global leaders to find out the areas that require improvement, best practices, and
recommendations for bettering CSR regulations in India. Ultimately, the wide-ranging impact expected out
of the research is meant to further a coherent understanding of the role of CSR in sustainable business

practices and social development across diverse regulatory contexts.
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Introduction

Corporate social responsibility, or CSR has, for all intents and purposes, been rendered inconsequential in
many regions, first being regarded as a voluntary initiative. CSR is defined as a business model that
incorporates social, environmental, and economic issues into the company operations and interaction with
its stakeholders. In modern business practices, CSR is viewed as a strategic leverage for brand reputation,
engaging with society, and promoting sustainability. Today, companies are increasingly held to account
for not only their financial performance but also their performance in relation to society and the
environment. CSR is regulated differently in different parts of the world, with countries pursuing different
approaches, encouraging businesses to align themselves with ethical and sustainable practices. Some
countries have strong, mandatory CSR regulations, while others provide incentives to voluntary
compliance. For example, India imposed mandatory CSR spending by large companies under the
Companies Act, 2013; in contrast, such countries as Germany and France have gone in for regulations
requiring corporations to engage in sustainable and socially responsible actions with an emphasis on human
rights and environmental protection. The irregular approach of regulating CSR in different countries raises

relevant concerns about the effectiveness, challenges, and enforcement of CSR regulations.

The prime research question addressed by this paper will be: "What comparison can be made between CSR
regulations in India and the CSR regulations of the other leading global economies, and what impact do

such regulations have on corporate behavior and societal outcomes?"

This paper will explore the similarities and differences in CSR regulations in India and abroad, respectively,
as they pertain to legal mandates, implementation challenges, and effectiveness of CSR activities. It will
evaluate CSR regulation’s role in promoting ethical business practices, sustainability, and social
development, specifically from the standpoint of impact on corporations and society. It is important for the
businesses and societies alike to understand the dynamics of CSR regulations and how they affect
operations. This research highlights the fact that not only do the businesses pursue profit, but also positively
contribute to their communities and environment. This study is worthwhile as it shows the different
perspectives on CSR across countries and, thus, has something to offer in the ways that this concept proves
to be successful or unsuccessful in consideration of ethical and sustainable business practices. The
upgrading of existing CSR regulations in India would, therefore, now be possible eventually contributing
to the responsible behavior of corporations among the citizenry along with enhancing social welfare by

comparison with world's best practices in CSR regulations.
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Regulatory Frameworks: A Comparative Analysis of CSR Laws in India and

Germany.

India —

The Regulatory framework for Corporate Social Responsibility in India is primarily established by the
Companies Act, 2013, The introduction of CSR as a compulsory legal requirement posed a significant
breakthrough in the corporate governance practices of the country. The provisions are intended to make
businesses accountable in the interest of society beyond the core business. Below is a comprehensive
exposition on the relevant provisions on CSR as contained in the Companies Act, 2013 and the read-out
sections thereof:

The regulation on corporate social responsibilities in India is enshrined in the Companies Act of 20132,
which provides for mandatory CSR spending with respect to certain classes of companies. This legal
provision amounted to a departure of CSR activities from voluntary practice to legal obligation for
businesses. In determining which companies fall under eligibility criteria for CSR under this section, the
Companies Act defines resources in monetary terms. The companies with a net worth of 500 crores or
more, annual turnover of 1000 crores or more, or net profit of 5 Crores or more in the preceding financial
year are required to set aside at least 2 percent of their average net profits made during the last three
immediately preceding financial years towards CSR activities. Such activities focus on areas as specified
under Schedule VII of the Act-that is, education, health, environmental sustainability, rural development,
and animal welfare, among others. The chosen activity must, therefore, contribute toward furthering the

business interest of the organization while addressing some community needs.

Furthermore, the act states that a CSR committee must be formed, composed of company directors,
including at least one independent director®. This committee shall be responsible for formulating and
recommending to the Board the CSR policy, overseeing the implementation of the policy, and ensuring
that the company is adhering to the CSR activities as laid down with the prescribed law. The CSR policy
will then be put before the company's Board members for approval, which is also responsible for making
sure that the CSR activities are in compliance with legal enactments. The company shall be required to
disclose in its Board’s Report the important CSR initiatives and expenditures®. Such disclosures shall
indicate the CSR policy, the CSR activities conducted, the composition of the CSR committee, and funds
allocated for CSR purposes. These disclosures shall have enhanced transparency and access to the CSR
activities-related information by virtue of CSR report filings by companies with the Ministry of Corporate
Affairs (MCA).

L Act No. 18 of 2013
2 Act No. 18 of 2013, Sec. 135
3 Act No. 18 of 2013, Sec. 135(2)

4 Act No. 18 of 2013, Sec. 134 (3) (0)
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In instances where a company fails to comply with the mandatory spending requirements on CSR activities,

it must give reasons for such shortfall in its annual report, as stated in Section 135 (5) of the Companies
Act; however, unlike some other regulatory frameworks, the Companies Act does not establish any direct
financial penalties for non-compliance. The only thing driving this situation seems to be the reputational
risks where companies comply with CSR obligations based more on public stakeholder expectations rather
than on legal fines. While the absence of financial penalties could raise questions regarding the enforcement

of the act, it has created a set of mechanisms that keep CSR in the agenda of corporate governance in India.

Activities included in act which can qualify as CSR activities under which companies can spend their CSR
funds are mentioned in the act®. Various activities include hunger, poverty, and malnutrition eradication
through food security, nutrition programs, and poverty alleviation initiatives; supporting education,
including special education and vocational skill development for employment; and ensuring environmental
sustainability and ecological balance, including the protection of plant and animal life. Other activities
include the welfare of animals, focusing on the conservation of animals and the promotion of animal rights,
healthcare programs in the field of health prevention and sanitation, and rural development initiatives. Also
included in the act are donations to the Prime Minister's National Relief Fund and efforts related to armed
forces veterans, war widows, and dependents. The activities must be linked to the business objectives of
the company and therefore address the community's specific needs. If CSR activities merely aim for profits,
they can hardly be considered CSR; meaningful attention must also be paid to real social concerns and

therefore to sustainable development and societal welfare.

Germany —

Germany interprets corporate social responsibility (CSR) in terms of sustainability, transparency, and the
principles of environmental, social, and governance (ESG) factors. CSR does not rest on a singular
legislative instrument, rather on the amalgamation of EU directives, national laws, and voluntary directives.
The most relevant piece of legislation is the CSR Directive Implementation Act® which implemented in
2017, the EU Non-Financial Reporting Directive. In essence, this law stipulates that large firms, in
particular those of public interest with 500-plus employees, disclose certain non-financial information
pertaining to environmental protection, social responsibility, human rights, employee welfare, and the fight

against corruption. Non-financial disclosures form a part of the company's annual management report.

Germany also has proven to be a pioneer in terms of sustainability and environmental stewardship with
laws such as the Supply Chain Due Diligence Act’, wherein companies will commit to human rights and

environmental standards through their entire supply chains. The Circular Economy Act further illustrates

5 Act No. 18 of 2013, Sch. VI

® CSR Directive Implementation Act (CSR-RUG), 2017, enacted to comply with the EU Non-Financial Reporting Directive
(2014/95/EV).

" The Act on Corporate Due Diligence Obligations in Supply Chains (Gesetz tber die unternehmerischen Sorgfaltspflichten in
Lieferketten), Federal Law Gazette I, p. 2959, published on 22 July 2021, came into force on 1 January 2023.
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recycling and sustainable production at the heart of Germany's environmental commitment as an important

corporate social responsibility.®

As voluntary initiatives, CSR rules in Germany gain add-ons, such as participation in the global standards,
for example, UN Global Compact and DNK (German Sustainability Code) highlighting the promotion of
transparent sustainability reporting.* Social responsibility domains generally center on employee welfare,
safety at work, diversity, and development in community. This denotes that all aspects of CSR integrate in
the models of governance for the organization. The German Corporate Governance Code itself is
suggestive of ethics in business and the required engagement of various stakeholders Fines, reputational
damage, and legal repercussions are possible consequences of failing to comply with the mandatory laws
on CSR, such as the CSR-RUG and the Supply Chain Act. The result is that they ensure that compliance
with these standards. Sustainable and responsible business, on the other hand, would be better and beautiful
in creating this. The CSR-RUG encourages businesses to consider global voluntary standards, such as the
UN Global Compact, the Global Reporting Initiative (GRI), and OECD Guidelines for Multinational
Enterprises. These standards provide a framework by which companies report non-financial performance

internationally.

CSR-RUG encourages companies to seek such audits and independent verification of their non-financial
reports but does not strictly demand that they do so. Such actions will improve the reliability of CSR

disclosures and thereby facilitate stakeholders' acceptance of this information.

These provisions seek to enhance the corporate governance transparency, promote greater corporate
responsibility with respect to sustainable development, and assure that the companies play their role in
fostering the social and environmental well-being of the communities they operate within. The CSR-RUG
signifies the German spirit of sustainable development and business ethics, in tune with the EU and globally
accepted CSR standards.

Comparative study

Despite the social and economic similarities existing between India and Germany, these two countries
differ enormously in their social and legal approaches to Corporate Social Responsibility (CSR). While
CSR activities in India have been solely regulated by Section 135 of the Companies Act, 2013, stipulating
that an eligible company shall spend at least 2% of its average net profits for three preceding financial years
on CSR activities listed142 in Schedule V11 to the Act, which include measures for the benefit of education,
health, rural development, and environmental sustainability, this itself is a prescriptive mechanism focusing

on committing funds to designated sectors. The operating threshold for applicability of the CSR law in

8 Federal Law Gagzette I, p. 212, enacted on 24 February 2012, last amended by Article 5 of the Act of 2 March 2023 (BGBI.
2023 | Nr. 56), effective 1 June 2012.

[JCRT2505216 ’ International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org ‘ b896


http://www.ijcrt.org/

www.ijcrt.org © 2025 IJCRT | Volume 13, Issue 5 May 2025 | ISSN: 2320-2882
India is having a net worth of *500 crore or more or an annual turnover of 1,000 crore or more. The law

stipulates the constitution of a CSR committee to oversee the CSR implementation and to provide for
disclosure of CSR activities in the annual report. However, its compliance levels do not attract stringent

penalties.

The German CSR landscape is regulated by the CSR Directive Implementation Act (CSR-RUG), adopted
in 2017. Unlike the laws in India, the CSR framework in Germany does not mandate specific CSR
expenditure but urges only large companies (with more than 500 employees) to disclose non-financial
information in their annual report. Non-financial information includes environmental sustainability, social

responsibility, and governance practices.

Transparency and alignment of corporate actions with sustainability and human rights standards are the
main emphases of Germany in its operations. Companies have been encouraged to comply with any of the
internationally recognized frameworks, such as the Global Reporting Initiative (GRI). There is a good
emphasis on them reporting their reports externally verified and audited. While Germany is a big advocate
for CSR activities, it directed its legislation towards non-fiscal disclosure rather than mandatory spending.

Hence, the whole approach is about voluntary responsibility and ethical governance being that in Germany.

Both India and Germany seek to promote responsible business practices within their borders irrespective
of their different views on CSR. India, unlike Germany, has a relatively prescriptive model, requiring that
certain percentages of profit be allocated towards CSR initiatives. Germany is much more inclined to focus
encouragement and adherence to reporting as companies should report their social and environmental
impact. A further distinction is that the Indian model places an imperative linkage of CSR to national
development objectives, while Germany carries a heavier emphasis on voluntary corporate responsibility
with the ethics of business and sustainability as its focus. These are striking differences in how CSR is
practiced in the two countries and reflect their different regulators, cultures, and economies.

Conclusion

In conclusion, the author tried to elaborate on the differences and similarities between CSR regulations in
India and another leading economy of the world, including an assumption of the extent to which these
regulations impact corporate behavior and societal outcomes. The comparative study finds that India tends
to lay down more prescriptive law laying down specific CSR spending much directed toward national
development goals, while the German scheme of things would lay emphasis on transparency and voluntary
responsibility. If Germany’s regime lays emphasis on non-financial disclosures, it is a stamp of support for
sustainability, ethics, and human rights. On the other hand, India stipulates CSR inextricably linked to some

visible social outcomes by mandating companies to make financial contributions toward them.

While both nations behold the broad objective of enforcing responsible corporate behavior, the application
of CSR in India and Germany exemplifies many differences due to their peculiar economic, cultural, and

social contexts. In India, CSR regulations are incorporated into the developmental needs of the land and so
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impose on businesses obligations toward considerations pertaining to prevalent issues such as poverty

alleviation, education, and health. In contrast, in Germany, CSR legislation acts in alignment with
international trends in sustainability since firms are incentivized to reveal their social and environmental

impacts but are not required to fund for any particular program.

The effect of these regulations regarding corporate social responsibility on corporate behavior, however,
differs between the two contexts. In India, the compulsory nature of the CSR spending forces companies
to contribute towards development in society, thereby inducing behavior not being associated with their
commitment to change in society. On the other hand, the German philosophy pertains to private
accountability vis-a-vis the actual and long-term impact that such companies have had on society and the

environment, hence, it is purported to lead to the genuine rejuvenation of CSR into itself.

The proposition of the study is that although both regulatory models would have their own merits, the
Indian system could potentially benefit from greater emphasis under this model on voluntary CSR and
openness, very similar to the one imposed in Germany, in order to emphasize an even stronger commitment
beyond compliance. Similarly, the global aspect of CSR will necessitate the standardization of standards
so that it is not on hold for being legally different for companies while optimizing impact. It is quite certain
that the developing imprints of the CSR regulations will continue to determine corporate behavior and the
greater societal outcome, as there will continue to be the pressure of harmonizing global practices of
businesses with the diverse expectations of the regulators-the consumers, investors, and other stakeholders

as well.
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