LexTech: International Journal of Law, Society and Technology

ISSN:APPLIED | VOLUME-1 ISSUE-1, JULY-DECEMBER 2025 | Inaugural Edition | LT002

CORPORATE SOCIAL RESPONSIBILITY UNDER THE
COMPANIES ACT, 2013: ALEGAL STUDY ON
SUSTAINABLE BUSINESS PRACTICES

Dr. SANJAY KUMAR BURRA, Associate Professor,
MAHATMA GANDHI LAWCOLLEGE,L B NAGAR, HYDERABAD

ABSTRACT: Corporate Social Responsibility (CSR) has become a transformative influence
in the twenty-first century, reshaping traditional business models and the role of firms within
society. Businesses must transcend mere profit generation; they should also adopt
sustainable, ethical, and socially responsible activities in response to escalating global
challenges such as resource scarcity, social injustice, and climate change. This study analyzes
how firms that integrate ESG issues into their fundamental strategy not only mitigate risks
but also generate long-term value for stakeholders. It accomplishes this by examining CSR as
a catalyst for sustainable business practices. The study highlights that corporate social
responsibility (CSR), aligning company practices with global sustainability objectives like
the UN Sustainable Development Goals (SDGs), has supplanted voluntary philanthropy. The
research illustrates the impact of CSR on a company's reputation, customer loyalty, employee
engagement, and investor confidence through an analysis of case studies across diverse
industries. The escalating demands of stakeholders for accountability, transparency, and
purpose-oriented leadership are likewise acknowledged. The essay posits that corporate
social responsibility (CSR) serves as a catalyst for innovation and a source of competitive
advantage in contemporary business, rather than merely fulfilling regulatory obligations. To
promote equitable and sustainable growth, it underscores the importance of a multi-
stakeholder approach that includes corporate commitment, civil society engagement, and
governmental rules. Corporate Social Responsibility is a strategic imperative in the twenty-
first century that ensures organizations remain pertinent, robust, and accountable in a swiftly
changing landscape.

Keywords: Sustainability, Responsibility, Innovation, Governance, Stakeholders.

1. EVOLUTION OF CORPORATE
SOCIAL RESPONSIBILITY IN MODERN BUSINESS

The CSR has seen substantial transformation throughout time. It has transitioned from a
voluntary initiative by enterprises to a strategic imperative that is now embedded in modern
business practices. Corporate Social Responsibility has evolved into a comprehensive
framework for ethical company practices that includes environmental stewardship, social
justice, human rights, and transparent governance. Historically, it was seen as philanthropic
donations or communal benevolence efforts. In the current landscape, where individuals are
more interconnected and aware of social issues, businesses are assessed not just on their
financial performance but also on their objectives and social impact.

The shift in perspective occurred in the latter part of the 20th century as public scrutiny of
corporate behavior intensified due to globalization and increased access to information.
Individuals, investors, and civil society starting holding corporations accountable for
unethical conduct, labor exploitation, and environmental degradation. As reported by the
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Governance & Accountability Institute, more than 90% of Fortune 500 businesses were
producing sustainability or CSR reports by 2015.

Unilever's Sustainable Living Plan, which delineates ambitious objectives to enhance
livelihoods across its value chain, foster health, and reduce its environmental footprint, serves
as a significant example of CSR progress. This strategic long-term initiative enabled Unilever
to enhance brand value while realizing significant cost reductions, including a 28% decrease
in energy consumption from 2008 to 2016. Socially conscious brands, such as Dove,
Lifebuoy, and Ben & Jerry's, experienced a growth rate 69% superior than other brands
within their portfolio.

A notable example is the Tata Group in India. It has integrated corporate social responsibility
into its core for over a century. Philanthropic trusts possess 66% ownership of the business.
Regularly financed programs related to women's empowerment, rural development,
education, and health. The Tata Trusts, one of India's foremost corporate benefactors for
social initiatives, donated over X1,200 crore to community development programs in 2022.
The policy additionally embodies this modification. Corporate Social Responsibility is now
mandated by law in countries such as India. Under Section 135 of the Companies Act, 2013,
companies having a net worth, revenue, or profit exceeding a designated level must allocate
2% of their average net profits from the preceding three years to corporate social
responsibility (CSR) initiatives. The Ministry of Corporate Affairs reports that from 2014 to
2022, Indian companies allocated approximately 26,000 crore towards corporate social
responsibility initiatives.

Currently, addressing climate change, responsibly employing Al, promoting diversity and
inclusion, and enhancing a circular economy exemplify corporate social responsibility (CSR).
The implementation of ESG measurements has compelled firms to conform their operations
to international standards, including the United Nations' Sustainable Development Goals
(SDGs). According to the APwC Global Consumer Insights Pulse Survey (2021), 76% of
consumers would cease engaging with companies that mistreat their employees or harm the
environment. This illustrates the impact of CSR on individuals' behavior.

Corporate Social Responsibility has transitioned from the periphery to the core. It has become
a crucial element of a long-term corporate strategy rather than simply a task to be completed.
Progressive enterprises recognize that responsibility is not only ethically imperative but also
crucial for sustained success, innovation, and cultivating stakeholder trust.

2. STRATEGIC INTEGRATION OF
CSR INTO CORE BUSINESS MODELS

Incorporating corporate social responsibility (CSR) into the fundamental company plan has
transitioned from a commendable notion to a strategic imperative in today's hyperconnected
culture. Corporate Social Responsibility (CSR) is increasingly embedded in corporate
operations, decision-making, development, and expansion; it is no longer limited to charitable
endeavors or isolated environmental initiatives. Companies that synchronize their CSR
programs with their strategic goals are witnessing enhancements in both financial
performance and social value. This illustrates that excelling and succeeding are no longer
mutually exclusive.

Strategic corporate social responsibility (CSR) commences when a company's social and
environmental objectives align with its mission, values, and daily operations. According to a
2022 McKinsey survey, over 70% of CEOs agreed that strategically integrated CSR activities
enhance long-term profitability and mitigate reputational and regulatory challenges.
According to the poll, companies with strong sustainability initiatives are 2.6 times more
likely to achieve superior financial performance compared to their peers.

Patagonia serves as a prime example of effective strategic corporate social responsibility.
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Environmental advocacy constitutes the core of Patagonia's business model, extending
beyond mere financial contributions to ecological organizations. Patagonia contributes 1% of
their profits to local environmental organizations through its "1% for the Planet™ campaign.
The brand use sustainable materials, promotes consumer maintenance of products over
purchasing new ones, and in 2022, Patagonia's founder bequeathed the company to a trust
dedicated to combating climate change. This signifies a direct correlation between the
company's CSR objectives and its business strategy.

Mahindra & Mahindra, one of India's major firms, has intentionally integrated its corporate
social responsibility into its core business objectives. Their objective of establishing a nation
and promoting advancement for everyone is intrinsically linked to their principal initiative,
NanhiKali, which supports the education of girls from economically disadvantaged
backgrounds. By 2023, the project has aided more than 500,000 Indian women. Mahindra
promotes social change and brand loyalty by engaging employees in the initiative and
embedding it within their company culture.

Furthermore, intentional corporate social responsibility promotes innovation. The large
furniture retailer IKEA has significantly invested in the development of eco-friendly
products. By 2030, it intends to become a wholly circular enterprise that utilizes exclusively
renewable resources.

or items that are reutilized. In 2021, IKEA initiated a "Buy Back™ program in several regions.
This minimizes waste and enhances consumer engagement by permitting purchasers to return
pre-owned furniture for resale. This initiative enhanced the company's ecological reputation
and generated additional revenue sources.

Transparency and measurements are fundamental to strategic integration. Companies are
increasingly utilizing ESG frameworks to assess and report their CSR performance.
According to KPMG's 2022 Sustainability Reporting Survey, 96% of the top 250 global
corporations now disclose sustainability information. They often adhere to frameworks such
as the UN Sustainable Development Goals (SDGs) and the Global Reporting Initiative (GRI)
in this process.

By incorporating corporate social responsibility (CSR) into their governance, supply chains,
human resources, and product development, organizations are transcending mere regulatory
compliance to genuinely prioritize these principles. This transition not only fosters consumer
trust but also enriches the company's culture, bolsters investor confidence, and fortifies its
resilience in a volatile global economy. The creation of shared value as the primary objective
of strategic CSR establishes an inseparable connection between company success and societal
progress. Businesses are increasingly concerned with more than merely their shareholders
under this new paradigm of capitalism.

3. CSR AND ITS IMPACT ON STAKEHOLDER ENGAGEMENT

Corporate Social Responsibility (CSR) has become an effective tool for promoting
stakeholder engagement, improving communication, and establishing trust. Examples of
these stakeholders include employees, clients, investors, communities, and regulators.
Businesses are recognizing that engaging stakeholders in substantive CSR activities is not
merely advantageous but crucial for sustained success in an environment where integrity,
ethics, and accountability are paramount.

Stakeholders of a firm desire it to achieve objectives beyond mere profitability. According to
the 2021 Edelman Trust Barometer, 86% of customers assert that CEOs ought to confront
social issues such as inequality, climate change, and labor challenges. This indicates a notable
transition from transactional connections to purpose-driven expectations. business Social
Responsibility (CSR) acts as a conduit between stakeholder concerns and aims and business
ideals.

Corporate Social Responsibility activities can substantially enhance employee satisfaction,
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loyalty, and productivity. Cone Communications reports that 64% of millennials will decline
a job offer from a company lacking robust corporate social responsibility (CSR) standards.
Businesses enhance employee engagement and foster a collective goal by including their
workers in sustainability or community service programs. Salesforce incorporates corporate
social responsibility into its organizational culture via its "1-1-1 model”. This plan allocates
1% of stock, 1% of employee time, and 1% of product to charitable contributions. This
method has enabled employees to contribute over 6.2 million hours, fostering their perception
as change agents inside the firm.

From a customer standpoint, corporate social responsibility is essential for trust and brand
allegiance. According to the Nielsen Global Corporate Sustainability Report (2015), 66% of
consumers are willing to pay a premium for products from companies that prioritize
beneficial social and environmental impacts. Customers have become loyal advocates for
brands such as The Body Shop and TOMS Shoes, as these companies prioritize ethical
sourcing and philanthropy in their branding. More than 100 million pairs of shoes have been
provided to disadvantaged children due to TOMS' "One for One" initiative, which entails
donating a pair of shoes for each pair sold and engaging customers in a collective
humanitarian effort.

Investors are progressively factoring in sustainability and corporate social responsibility
(CSR) elements in their decision-making processes. In 2022, ESG funds managed around
$2.7 trillion in global assets, as reported by Morningstar. Effective CSR performance
mitigates reputational and regulatory risks, showcasing a business's resilience and long-term
orientation. Companies such as Microsoft, which has pledged to achieve carbon neutrality by
2030, appeal to socially responsible investors who prioritize sustainable governance.
Communities are increasingly engaging in the formulation of CSR activities rather than
simply being passive receivers. In India, ITC's e-Choupal initiative has equipped more than 4
million farmers with digital resources that enhance their market access and revenue
generation capabilities. This form of grassroots CSR not only benefits communities but also
enhances the company's social license to operate.

In summary, CSR enhances stakeholder engagement by fostering a sense of significance,
inclusion, and connection to a larger purpose. Businesses establish authentic relationships
with stakeholders that transcend mere transactions by aligning their principles with social
standards and fostering openness. Consequently, CSR evolves into a formidable instrument
that amplifies the company's brand and societal influence by cultivating loyalty, trust, and
collaboration.

4. CORPORATE ACCOUNTABILITY AND GLOBAL
SUSTAINABILITY GOALS

In light of social injustice, economic inequality, and climate change, corporations must be
increasingly accountable. Governments, communities, and investors are urging businesses to
enhance their transparency and accountability. The UN Sustainable Development Goals
(SDGs) comprise 17 objectives designed to eradicate poverty, safeguard the environment,
and guarantee universal prosperity by 2030. Consequently, firms under heightened pressure
to synchronize their operations with these objectives. Corporate responsibility is evolving
beyond a mere slogan; it is an essential principle for fostering trust, maintaining regulatory
compliance, and generating sustainable outcomes.

Central to corporate responsibility is the principle that firms must be accountable for their
activities and their consequences, whether favorable and unfavorable. This encompasses their
treatment of employees, interactions with other firms, environmental impact, and
contributions to economic growth that benefit all stakeholders. Over 85% of Fortune Global
500 businesses have pledged to incorporate at least one of the Sustainable Development
Goals (SDGs) into their strategic planning, as reported by the World Business Council for
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Sustainable Development. However, commitment is merely the initial phase. Genuine
advancement, transparent documentation, and proactive engagement are essential for
authentic responsibility.

involvement of stakeholders.

For instance, Nestlé has synchronized its sustainability approach with multiple Sustainable
Development Goals, including Responsible Consumption and Production (Goal 12) and Zero
Hunger (Goal 2). The company's Net Zero Roadmap outlines strategies to diminish
greenhouse gas emissions by 20% by 2025 and 50% by 2030, with an ultimate objective of
achieving complete carbon neutrality by 2050. Nestlé has initiated the publication of annual
impact reports, subject to external review, indicating a transition from goal-setting to
accountability.

Infosys has been a trailblazer in ethical business practices in India. The company is one of the
pioneering worldwide IT firms to attain carbon neutrality, achieving this milestone in 2020.
Its projects promote Sustainable Development Goals 7 (Affordable and Clean Energy) and 13
(Climate Action). Infosys' initiatives in afforestation, efficient infrastructure, and renewable
energy have averted almost 1.6 million tons of CO2 emissions from entering the
environment. The Global Reporting Initiative (GRI) and the Carbon Disclosure Project
(CDP) promote company transparency and accountability by publicly disseminating these
findings.

Corporate responsibility includes social aims as well. Coca-Cola's 5by20 project sought to
fulfill SDG 5 (Gender Equality) by 2020 through the empowerment of 5 million women
entrepreneurs throughout the value chain. Coca-Cola exceeded this objective by offering
mentorship, financial services, and business skills training. This has considerably enhanced
the lives of individuals in over 100 countries. The study illustrated how inclusive business
practices enhance community welfare and cultivate consumer loyalty and brand trust.
Nonetheless, a considerable responsibility gap persists despite improvements. According to
the UN Global Compact Progress Report (2022), 92% of surveyed companies endorse the
Sustainable Development Goals (SDGs), yet only 39% have thoroughly incorporated them
into their strategies and operations. This discrepancy underscores the importance of
establishing strong accountability mechanisms, including sustainability audits, stakeholder
forums, and ESG disclosures.

In the realm of global sustainability, corporate responsibility encompasses more than just
compliance and the dissemination of visually appealing data. It involves assigning a purpose
to profit, establishing precise objectives, substantiating them with facts, and assuming
accountability for both environmental and social impacts. Only those that prioritize
accountability as a core principle will be capable of fostering a more equal, just, and
sustainable future as corporations face increased scrutiny.

5. CHALLENGES AND OPPORTUNITIES IN

IMPLEMENTING EFFECTIVE CSR

Corporate Social Responsibility is becoming into a strategic need rather than only a
commendable endeavor. Companies encounter several challenges when seeking to execute
CSR initiatives, even though these efforts can enhance brand reputation, engage stakeholders,
and promote sustainable development. Simultaneously, several new opportunities are
facilitated by advancing rules, technologies, and stakeholder engagement. Let us analyze the
challenges and opportunities that await us with greater specificity.

Challenges in Executing Effective Corporate Social Responsibility

Numerous organizations perceive corporate social responsibility (CSR) as a discrete concern
instead of incorporating it into their comprehensive strategy. According to a 2022 KPMG
survey, hardly 39% of multinational corporations integrate corporate social responsibility
(CSR) into their daily operations.

The social and environmental effects of corporate social responsibility are challenging to
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measure. In contrast to financial indicators, social value sometimes lacks definitive standards
and is challenging to quantify. Consequently, reporting differs by industry.

Businesses that engage in "greenwashing” or misrepresent their CSR achievements risk
harming their brand. Despite VVolkswagen's previous efforts to advance its corporate social
responsibility initiatives, the emissions crisis undermined its environmental commitments and
diminished public trust.

Small and medium-sized enterprises typically encounter difficulties in formulating and
implementing CSR initiatives due to insufficient financial resources and experience, whereas
major firms possess the capability to undertake such endeavors.

Compliance with CSR can be especially difficult in emerging markets due to intricate
legislative frameworks. Section 135 of the Companies Act of 2013 mandates that Indian
corporations allocate 2% of their net profit to corporate social responsibility initiatives.
Numerous smaller enterprises encounter difficulties in meeting this criterion.

Without substantial employee engagement, CSR may devolve into a mere "check the box"
activity. According to a Gallup research, hardly 33% of employees at multinational
corporations perceive their involvement in the company's corporate social responsibility
initiatives.

Opportunities in Advancing CSR Effectively

Companies possess a strategic framework for tackling global challenges and augmenting
brand relevance by aligning their CSR operations with the SDGs. Unilever reports that
sustainability initiatives have generated savings of €1 billion, and their sustainability strategy
is in accordance with the 12 Sustainable Development Goals.

Businesses can oversee their supply chains, manage their environmental footprint, and
transparently report on CSR results by employing Al, 10T, and blockchain technology.
Startups such as Goodera facilitate the measurement and discourse of social impact for
enterprises.

Establishing trust can be accomplished through Corporate Social Responsibility (CSR). A
Nielsen poll indicates that 73% of individuals globally are prepared to modify their behavior
to safeguard the environment.

Organizations with socially conscious objectives often attract and keep the most exceptional
personnel. Ben & Jerry's, for example, incorporates employee activism and equity into its
business decisions, hence enhancing employee satisfaction and brand loyalty.

Collaborating with local NGOs enables companies to more effectively assist marginalized
groups. Tata Steel partners with more than 500 NGOs in India to execute health and
education programs that reflect their core principles.

Progressive enterprises are transforming the constraints of CSR adoption into opportunities.
Achieving consensus among all parties and maintaining accountability to external
stakeholders are two of these concerns. Businesses can utilize these three criteria to develop
CSR models that are inclusive, data-driven, and purpose-oriented.

6. CONCLUSION

Corporate Social Responsibility (CSR) is no longer a peripheral issue in today's dynamic
global economy; it has become an essential element of ethical leadership and sustainable
company success. A 2022 KPMG survey indicates that more than 96% of the 250 largest
global firms (G250) presently publish sustainability or corporate social responsibility reports.
This illustrates a heightened global dedication to transparency and reform. A gap persists
between individuals' aspirations and their actual achievements, as just 39% of these
organizations have fully integrated CSR into their core business strategy.

Effective corporate social responsibility (CSR) offers numerous benefits. Nielsen reports that
73% of global consumers would alter their purchasing behaviors to benefit the environment,
and 66% would incur more costs for environmentally responsible enterprises. This illustrates
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that socially responsible behaviors not only elevate a business's reputation but also cultivate
customer loyalty and differentiate it from competitors. Over fifty percent of the workforce
comprises Generation Z and Millennials, who exhibit a greater inclination to seek
employment with firms that possess a social objective. Consequently, corporate social
responsibility is essential for attracting and maintaining talent.

Companies such as Unilever and Infosys have illustrated the beneficial social and economic
impacts of aligning corporate social responsibility (CSR) with the UN Sustainable
Development Goals (SDGs). For example, Infosys conserved millions of dollars through the
implementation of energy-efficient procedures and attained carbon neutrality in 2020,
contributing to SDG 13 (Climate Action).

Nevertheless, challenges remain, including the absence of comparable metrics,
"greenwashing," and inadequate stakeholder engagement. We require resilient frameworks,
external evaluations, and ongoing community discourse to tackle this issue. When executed
strategically and ethically, CSR can significantly alter a company's objective. Businesses will
thrive in a global economy that prioritizes sustainability and purpose if they perceive
corporate social responsibility (CSR) as an opportunity for growth rather than merely a
requirement.
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