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Corporate Social Responsibility : Legal and 
Ethical Dimensions 

 
Abstract : Corporate Social Responsibility (CSR) has 
emerged as a significant aspect of modern corporate gover-
nance, reflecting the evolving relationship between 
business organizations and society. Traditionally, corpora-
tions were viewed primarily as profit-maximizing entities 
accountable only to shareholders. However, globalization, 
environmental concerns, social inequalities, and increasing 
stakeholder awareness have transformed expectations 
regarding corporate conduct. CSR represents a commitment 
by businesses to integrate social, environmental, ethical, 
and economic considerations into their operations and 
decision-making processes. It seeks to balance profitability 
with societal welfare, ensuring sustainable development 
and responsible business practices. 

The legal and ethical dimensions of CSR have 
gained particular importance in recent decades. While 
ethical responsibility encourages corporations to act 
beyond legal requirements for the benefit of society, legal 
frameworks provide enforceable standards that regulate 
corporate behavior. India has emerged as a pioneer in CSR 
legislation through the Companies Act, 2013, which 
mandates eligible companies to allocate a portion of their 
profits toward CSR activities. This statutory approach 
distinguishes India from many jurisdictions where CSR 
remains largely voluntary. Simultaneously, ethical 
principles such as accountability, transparency, 
sustainability, fairness, and stakeholder engagement 
continue to shape corporate responsibility beyond legal 
compliance. 

This article examines the concept, evolution, legal 
framework, and ethical foundations of CSR. It analyzes the 
statutory provisions governing CSR in India, including 
Section 135 of the Companies Act, 2013, and the 
Companies (Corporate Social Responsibility Policy) Rules, 
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2014. The article further explores the interplay between legal obligations and ethical 
responsibilities, highlighting contemporary challenges and emerging trends in CSR 
implementation. It concludes that effective CSR requires a harmonious integration of legal 
compliance and ethical commitment, enabling corporations to contribute meaningfully to 
sustainable development while enhancing corporate reputation, stakeholder trust, and long-term 
business success. 
Keywords : Corporate Social Responsibility, Corporate Governance, Ethics, Companies Act 
2013, Sustainability, Stakeholders, Business Responsibility. 
1. Introduction : Corporate Social Responsibility (CSR) refers to the responsibility of 
corporations to conduct their business in a manner that contributes positively to society while 
minimizing adverse impacts on stakeholders and the environment. In the contemporary business 
environment, corporations are expected not only to generate profits but also to contribute to 
social welfare, environmental protection, and sustainable development. 

The increasing influence of multinational corporations, environmental degradation, 
labour exploitation, and economic inequality has intensified demands for responsible corporate 
conduct. Consequently, CSR has evolved from a voluntary philanthropic activity into an 
essential component of corporate governance and business strategy. 
2. Concept and Evolution of CSR : The concept of CSR has evolved significantly over time. 
Early business practices emphasized charitable donations and philanthropy. However, modern 
CSR encompasses broader responsibilities toward stakeholders, including employees, 
consumers, communities, investors, and the environment. 

In 1953, Howard R. Bowen, often regarded as the father of CSR, defined CSR as the 
obligations of businessmen to pursue policies and actions desirable in terms of societal values 
and objectives. Since then, CSR has developed through various stages: 
2.1 Philanthropic Stage : Corporations engaged primarily in charitable donations and community 
welfare initiatives. 
2.2 Regulatory Stage : Governments introduced labour, environmental, and consumer protection 
laws to regulate corporate conduct. 
2.3 Strategic CSR Stage : Corporations integrated CSR into their business strategies to enhance 
competitiveness and reputation. 
2.4 Sustainability Stage : Modern CSR focuses on sustainable development, environmental 
protection, and long-term stakeholder value creation. 
3.Theoretical Foundations of CSR 
3.1 Shareholder Theory : Milton Friedman argued that the sole responsibility of business is to 
increase profits within the framework of law. According to this view, corporate resources should 
primarily serve shareholder interests. 
3.2 Stakeholder Theory : Edward Freeman's Stakeholder Theory emphasizes that corporations 
owe responsibilities to all stakeholders affected by their operations, including employees, 
consumers, suppliers, and communities. 
3.3 Triple Bottom Line Theory : John Elkington proposed that businesses should measure 
performance based on: 
Profit (Economic Responsibility) 
People (Social Responsibility) 
Planet (Environmental Responsibility) 
This framework promotes sustainable corporate development. 
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4. Legal Dimensions of CSR : The legal dimension of CSR involves statutory obligations 
imposed upon corporations to ensure responsible business conduct. 
4.1 CSR under the Companies Act, 2013 : India became the first major country to introduce 
mandatory CSR requirements through Section 135 of the Companies Act, 2013. 
 CSR provisions apply to companies having: 
 Net worth of ₹500 crore or more; or 
 Turnover of ₹1,000 crore or more; or 
 Net profit of ₹5 crore or more. 
Such companies must spend at least 2% of their average net profits of the preceding three 
financial years on CSR activities. 
CSR Committee : Eligible companies must constitute a CSR Committee consisting of directors 
responsible for: 
 Formulating CSR policy; 
 Recommending CSR expenditure; 
 Monitoring CSR activities. 
 Schedule VII Activities 
CSR expenditure may be directed toward: 
 Poverty eradication; 
 Promotion of education; 
 Gender equality; 
 Environmental sustainability; 
 Protection of national heritage; 
 Rural development; 
 Healthcare initiatives; 
 Disaster relief measures. 
4.2 Companies (CSR Policy) Rules, 2014 : The Rules provide operational guidelines regarding: 
CSR implementation; 
Monitoring mechanisms; 
Reporting requirements; 
Treatment of unspent CSR funds. 
The amendments introduced greater accountability and transparency in CSR implementation. 
4.3 SEBI and ESG Compliance : The Securities and Exchange Board of India (SEBI) requires 
listed companies to submit Business Responsibility and Sustainability Reports (BRSR). 
These disclosures focus on: 
 Environmental performance; 
 Social responsibility; 
 Governance standards. 
 The BRSR framework promotes transparency and investor confidence. 
5. Ethical Dimensions of CSR : While legal obligations establish minimum standards, ethical 
responsibilities encourage corporations to exceed compliance requirements. 
5.1 Ethical Principles in CSR :  
Accountability; Corporations must accept responsibility for the consequences of their actions. 
Transparency: Businesses should disclose information relating to their operations, environmental 
impact, and social initiatives. 
Fairness; Corporate policies should ensure equitable treatment of stakeholders. 
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Integrity: Businesses should adhere to ethical values and avoid corruption or unethical practices. 
Sustainability: Organizations must balance economic growth with environmental protection and 
social welfare. 
5.2 Ethical Responsibility Beyond Law : Many socially responsible activities are not legally 
mandated but arise from moral obligations. 
Examples include: 
 Voluntary carbon reduction initiatives; 
 Employee welfare programs; 
 Ethical sourcing practices; 
 Diversity and inclusion initiatives. 
 Ethical CSR demonstrates corporate commitment to societal well-being beyond legal 

requirements. 
6.Challenges in CSR Implementation 
Despite significant progress, CSR implementation faces several challenges. 
Lack of Awareness: Many corporations perceive CSR merely as a compliance requirement. 
Inadequate Monitoring: Measuring the actual impact of CSR projects remains difficult. 
Greenwashing: Some organizations exaggerate environmental achievements to enhance 
reputation. 
Resource Constraints: Smaller organizations often face financial limitations in implementing 
CSR initiatives. 
Transparency Issues: Insufficient disclosure may undermine stakeholder confidence. 
7.Emerging Trends in CSR : Environmental, Social and Governance (ESG): ESG metrics have 
become central to evaluating corporate sustainability performance. 
Sustainable Development Goals (SDGs): Corporations increasingly align CSR initiatives with 
the United Nations Sustainable Development Goals. 
Climate Responsibility: Businesses are adopting carbon neutrality and renewable energy 
initiatives. 
Technology-Driven CSR: Artificial Intelligence, data analytics, and digital platforms improve 
CSR monitoring and impact assessment. 
Inclusive Growth: Organizations are focusing on diversity, inclusion, and community 
empowerment. 
8.Conclusion : Corporate Social Responsibility represents an essential framework for balancing 
economic growth with social welfare and environmental sustainability. The legal framework 
established under the Companies Act, 2013 has transformed CSR from a voluntary initiative into 
a significant corporate obligation in India. However, legal compliance alone cannot ensure 
meaningful social impact. Ethical values such as transparency, accountability, fairness, and 
sustainability remain indispensable for effective CSR implementation. 

As businesses continue to influence economic and social development, integrating legal 
obligations with ethical commitments will become increasingly important. Future CSR practices 
should focus on measurable impact, stakeholder engagement, ESG integration, and sustainable 
development objectives. Ultimately, responsible corporate conduct contributes not only to 
societal welfare but also to long-term corporate success and sustainable economic growth. 
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