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Social Responsbiliity and Social Innovation in India has traditionally been seen as a 
philanthropic activity. And in keeping with the Indian tradition, it was an activity that was 
performed but not deliberated.  As a result, there is limited documentation on specific 
activities related to this concept. However, what was clearly evident that much of this had a 
national character encapsulated within it, whether it was endowing institutions to actively 
participating in India’s freedom movement, and embedded in the idea of trusteeship. As some 
observers have pointed out, the practice of SRO in India still remains within the philanthropic 
space, but has moved from institutional building (educational, research and cultural) to 
community development through various projects. Also, with global influences and with 
communities becoming more active and demanding, there appears to be a discernible trend, 
that while SRO remains largely restricted to community development, it is getting more 
strategic in nature (that is, getting linked with business) than philanthropic, and a large 
number of companies are reporting the activities they are undertaking in this space in their 
official websites, annual reports, sustainability reports and even publishing SRO reports. The 
Companies Act, 2013 has introduced the idea of SRO to the forefront and through its disclose-
or-explain mandate, is promoting greater transparency and disclosure.  Schedule VII of the 

Act, which   

lists out the social responsibility organizations  activities, suggests communities to be the focal 
point. On the other hand, by discussing a company’s relationship to its stakeholders and 
integrating SRO into its core operations, the draft rules suggest that SRO needs to go beyond 
communities and beyond the concept of philanthropy. It will be interesting to observe the 
ways in which this will translate into action at the ground level, and how the understanding of 
SRO is set to undergo a change. SRO and sustainability Sustainability (corporate sustainability) 
is derived from the concept of sustainable development which is defined by the Brundtland 
Commission as “development that meets the needs of the present without compromising the 
ability of future generations to meet their own needs” 4. Corporate sustainability essentially 
refers to the role that companies can play in meeting the agenda of sustainable development 
and entails a balanced approach to economic progress, social progress and environmental 
stewardship. SRO in India tends to focus on what is done with profits after they are made. On 
the other hand, sustainability is about factoring the social and environmental impacts of 
conducting business, that is,  how profits are made. Hence, much of the Indian practice of SRO 
is an important component of sustainability or responsible business, which is a larger idea, a 
fact that is evident from various sustainability frameworks. An interesting case in point is the 
NVGs for social, environmental and economic responsibilities of business issued by the 
Ministry of Corporate Affairs in June 2011. Principle eight relating to inclusive development 
encompasses most of the aspects   covered by the SRO clause of the Companies Act, 2013. 
However, the remaining eight principles relate to other aspects of the business. The UN Global 
Compact, a widely used sustainability framework has 10 principles covering social, 
environmental, human rights and governance issues, and what is described as SRO is implicit 

rather than explicit in these principles . 



Globally, the notion of SRO and sustainability seems to be converging, as is evident from the 
various definitions of SRO put forth by global organisations. The genesis of this convergence 
can be observed from the preamble to the recently released draft rules relating to the SRO 
clause within the Companies Act, 2013 which talks about stakeholders and integrating it with 
the social, environmental and economic objectives,   all of which constitute the idea of a triple 
bottom line approach. It is also acknowledged in the Guidelines on Corporate Social 
Responsibility and Sustainability for Central Public Sector Enterprises issued by the DPE in April 
20135. The new guidelines, which have replaced  two existing separate guidelines on SRO and 
sustainable development, issued in 2010 and 2011 respectively, mentions the following: 
“Since corporate social responsibility and sustainability are so closely entwined, it can be said 
that corporate social responsibility and sustainability is a company’s commitment to its 
stakeholders to conduct business in an economically, socially and environmentally sustainable 
manner that is transparent and ethical ”. 

5  Guidelines on Corporate Social Responsibility and Sustainability for Central Public Sector 
Enterprises -http://www.recindia.nic.in/download/DPE_Guidelines_SRO_Sust.pdf    

Why is the SRO clause of the new Companies Act, 2013 so critical for SMEs ? 

By requiring companies, with a minimum net profit of 5 crore INR, to spend on SRO activities, 
the Companies Act, 2013 is likely to bring in many SMEs into the SRO fold. This will usher in  a 
fresh set of challenges to a sector that is increasingly being asked by its B2B customers to 
comply with environmental and social standards, while remaining competitive in terms of 
price and quality. Thus, SMEs will have to quickly learn to be compliant with these diverse set 
of requirements and it is hoped that this handbook will facilitate their ability to comply with 
the SRO clause of the Companies Act, 2013 . 

Benefit Benefits of a robust SRO programme As the business environment gets increasingly 
complex and stakeholders become vocal about their expectations, good SRO practices can 
only bring in greater benefits, some of which are as follows: • Communities provide the licence 
to operate: Apart from internal drivers such as values and ethos, some of the key stakeholders 
that influence corporate behaviour include governments (through laws and regulations), 
investors and customers. In India, a fourth and increasingly important stakeholder is the 
community, and many companies have started realising that the ‘licence to operate’ is no 
longer given by governments alone, but communities that are impacted by a company’s 
business operations. Thus, a robust SRO programme that meets the aspirations of these 
communities not only provides them with the licence to operate, but also to maintain the 
licence, thereby precluding the ‘trust deficit’. • Attracting and retaining employees: Several 
human resource studies have linked a company’s ability to attract, retain and motivate 
employees with their SRO commitments. Interventions that encourage and enable employees 
to participate are shown to increase employee morale and a sense of belonging to the 
company. • Communities as suppliers: There are certain innovative SRO initiatives emerging, 
wherein companies have invested in enhancing community livelihood by incorporating them 
into their supply chain. This has benefitted communities and increased their income levels, 
while providing these companies with an additional and secure supply chain. • Enhancing 
corporate reputation: The traditional benefit of generating goodwill, creating a positive image 
and branding benefits continue to exist for companies that operate effective SRO 
programmes. This allows companies to position themselves as responsible corporate citizens. 

 



Global principles and guidelines A comprehensive guidance for companies pertaining to SRO 
is available in the form of several globally recognised guidelines, frameworks, principles and 
tools, some of which are discussed below. It must be noted that most of these guidelines 
relate to the larger concept of sustainability or business responsibility, in keeping with the fact 
that these concepts are closely aligned globally with the notion of Social Innovation. 

 

 UNGC is world’s largest corporate citizenship initiative with the objective to 
mainstream the adoption of sustainable and socially responsible policies by 
businesses around the world. The 10 principles of the UN Global Compact have been 
derived from various UN conventions such as the Universal Declaration of Human 
Rights, ILO’s Declaration on Fundamental Principles and Rights at Work, the Rio 
Declaration on environment and development, and the UN Convention Against 
Corruption. These principles cover four broad areas: • Human rights (support and 
respect the protection of international human rights and ensure that business is not 
complicit with human rights abuses) • Labour rights (uphold the freedom of 
association and effective recognition of the right to collective bargaining, elimination 
of all forms of forced and compulsory labour, effective abolition of child labour and 
elimination of description in respect of employment and occupation) •
 Environment (support a precautionary approach to environmental 
challenges, undertake initiatives to promote greater environmental responsibility and 
encourage the development of environmental friendly technology)  • Governance 
(work against corruption in all forms, including bribery and extortion). For 

 The UN guiding principles provide assistance to states and businesses to fulfil their 
existing obligations towards respecting and protecting human rights and fundamental 
freedoms and comply with the existing laws. These principles act as global standards 
for addressing the risk of human rights violation related to business activity. In 
circumstances when these laws are breached or the guidance is not adhered to, 
suitable remedies have also been recommended. The primary focus is on the 
protection of human rights by both, the state and the business enterprises, and the 
principles broadly outline the manner in which the framework can be implemented. 

 This is another voluntary declaration whose adoption by governments, employers and 
multinational organisations is encouraged, with the intention of further ensuring 
labour and social standards. This is particularly for organisations that operate across 
multiple countries. Focus is on core labour standards such as  (i) freedom of 
association and the right to collective bargaining (prohibition of discrimination, 
bonded and forced labour) (ii) industrial relations (no trade union restrictions, regular 
discussions between management and labour, and the provision of a forum to lodge 
complaints in case of labour standard violation)  (iii) employment opportunities 
(creation of job security, improved living and working conditions and ensuring that 
wages are on par with those of other enterprises in the same country). 

 OECD Guidelines for multinational enterprises elaborate on the principles and 
standards for responsible business conduct for multinational corporations. These 
guidelines were recently updated in 2011. They cover areas such as employment, 
human rights, environment, information disclosure, combating bribery, consumer 
interests, science and technology, competition and taxation. They contain defined 
standards for socially and environmentally responsible corporate behaviour, and also 



provide procedures for resolving disputes between corporations and communities or 
individuals adversely impacted by business activities. For more details refer the 
website of OECD9 

 This is one of the world’s first auditable social certification standard. It is based on ILO, 
UN and national law conventions, and adopts a management system approach in 
order to ensure that companies that adopt this approach also comply with it. This 
standard ensures the protection of basic human rights of workers. The nine basic 
elements of this standard include (i) child labour (ii) forced and compulsory labour (iii) 
health and safety (iv) freedom of association and the right to collective bargaining (v) 
discrimination (vi) disciplinary practices (vii) working hours (viii) remuneration (ix) 
management systems. According to SAAS, there are 695 facilities in India that have 
been accredited with this standard. Out of  these, Aditya Birla Chemicals (India) 
Limited, Bhilai Steel Plant Steel Authority of India Limited, Birla tyres, Dr Reddy’s 
Laboratories Limited and Reliance Infrastructure Limited figure prominently in the list 
of certified facilities within  India. For more details refer the website of SAI11 

 

 

While developing these processes, no standard set of recommendations exist for all 
companies and Social Responsibility organizations and NBO's. However, an overview of the 
required details, the activities required to be completed for each of these processes along 
with some additional guidance on critical issues has been provided below:  

Step one: Developing a SRO strategy and policy Purpose The Companies Act, requires every 
company to put out its SRO policy in the public domain. The guidance provided in the Act and 
the draft rules on what constitutes a SRO policy are that it should: • exclude normal 
business activities of the company • contain a list of the Social Responsibility Organization 
projects or programmes which the company plans to undertake during the implementation 
year While specifying the annual report requirements, the draft rules go on to say is that the 
company must provide: • a brief outline of its Social Responsibility Organization policy, 
including ‘the statement of intent reflecting the ethos of the company, broad areas of SRO 
interest and an overview of activities to be undertaken’ • a web  link to the SRO policy 
including ‘the full list of projects, activities and programmes proposed to be undertaken by 
the company’ Since most of the development requires long-term commitments and their 
impact often takes a while to accrue, a good Social Responsibility Organization practice 
requires that a company that is serious about its SRO should develop a long-term (three to 
five years) vision and strategy which is reviewed annually and the activities and budgets are 
planned on an annual basis. The latter will comply with the SRO policy requirements of the 
Companies Act, 2013. To avoid confusion regarding terms like policy, strategy, project and 
programme, a brief explanation has been provided here: • Social Responsibility 
Organization strategy refers to what the company expects to achieve in the next three to five 
years and incorporates the vision, mission and goals on a broader level. It also entails how it 
plans to achieve these in terms of organisation and approach . 

• Social Responsibility Organization policy refers to what the company expects to 
achieve over the next year. This is aligned with the requirements of the Companies Act, 2013 
. • Programme refers to a sector or an issue that the company proposes to address 
through its Social Responsibility Organization. This can, for instance, be ‘education of the girl 



child’ or ‘agriculture development’. Programmes will be clearly outlined in the company’s SRO 
strategy. • Programme goals will be achieved through a series of individual projects and, 
a project refers to a set of interventions, typically in a specific geography and addressing a 
specific stakeholder group, with a definite set of goals, beginning and end and a budget 
attached to it. • Each project in turn will consist of a number of activities. All of which 
contribute towards the project goals. Frameworking SRO strategy An effective Social 
Responsibility Organization strategy should articulate: • who it wishes to address i e the 
target group •  where it wishes to work i e the geography • what sectors or issues it 
wishes to address A brief understanding of these terms is outlined below: Target group: While 
development and welfare programmes in India address all the citizens, the focus is on the 
disadvantaged, marginalised and excluded. Marginalisation in India is primarily on the basis 
of gender, disability, ethnicity and location. This leads to social and physical exclusion of such 
groups from all kinds of development. Engaging the marginalised in India is further 
complicated due to language and literacy variances, information asymmetry, infrastructure 
constraints, geographical challenges and cultural barriers to name a few. The Social 
Responsibility Organization strategy should ideally indicate which of these marginalised 
groups it proposes to target . 

Geography: The Companies Act, 2013 encourages companies to target their Social 
Responsibility Organization interventions in their local region. While this is an obvious choice 
for companies that are in manufacturing, those in the services sector (like banking and 
telecom) with a wider footprint have no concentrated local region. Companies must decide 
whether their Social Responsibility Organization activities will be focused on a few 
geographies (this can be around their plants or in specific backward districts) or whether they 
will prefer to particularly work anywhere in India. Sector and issue: Sector refers to the 
development area that the company wishes to focus on; typically, health, education, 
livelihood, environment, and so on. Issue refers to a specific aspect of a sector for example, 
primary education in the education sector, skills development or social enterprise in the 
livelihoods sector. It is important for a company to determine which sector and issues it will 
focus on to ensure significant positive impact. Also, the reporting format in draft rules of the 
Companies Act, 2013 requires that the company report against the sector making it all the 
more important. Process Objective: Developing the SRO strategy and policy. Process owners: 
The SRO committee Inputs: • Guidance from the board • Companies Act 
requirements • Corporate business strategy, plan and supply chain • Development 
priorities: both, national and wherever the company has business interests Output(s): the SRO 
policy document and an indication of sectors and issues, geographies and a profile of the 
benefit. 

 

Activities  

• Reviewing the past as well as the current SRO activities and examining their alignment with 
Schedule VII of the Companies Act, 2013.  

• Studying the publicly available information on national and local development priorities.  

• Meeting development experts in the government as well as the NGOs to understand 
priorities and identifying potential areas of intervention.  



• Conducting internal meetings with business leaders to establish the relevance of potential 
SRO activities to the company’s core business.  

• Studying the good SRO practices of other companies and their achievements.  

• Developing a SRO strategy that defines for the next three to five years, what the company’s 
SRO activities will cover in terms of: - vision and mission - sectors and issues - geographies: 
states and districts - beneficiaries - KPIs   

Decision criteria Grant making Self execution Availability and access to implementation 
partner Preferred when there is an easy availability and access to the implementation partners 
(in the target geography working on identified sector and issue) who can work towards the 
objective that the company wants them to pursue. Preferred when there is a lack of 
availability and access to the implementation partners (in the target geography working on 
identified sector and issue) who can work towards the objective that the company wants them 
to pursue.  Customisation The flexibility of customising a SRO project to suit the company 
needs is low to medium. The flexibility of customising a SRO project to suit the company needs 
is high. Cost of implementation Implementation partners are more likely to have lower costs 
due to their concentrated focus in pursuing development activities, cumulative time spent on 
the field, cost of human resources deployed and in general operational efficiencies. Fixed costs 
are usually averaged down as the implementation partners usually try to tap multiple sources 
of funding including government assistance. Overheads are usually higher and economic 
efficiencies lower (at least during inception and growth phases). Higher fixed costs are 
involved. Control Low to medium levels of control over day to day activities, efficiencies and 
outputs. High levels of control over day to day activities, efficiencies and outputs. Building 
expertise Project management know-how is sufficient and indepth domain knowledge of 
development issues is not expected. Project management know-how is required along with 
in-depth domain knowledge of development issues . 

Step two: Operationalising the institutional mechanism Purpose In order for a corporate to 
gain the greatest leverage and a strategic advantage through the investment of intellectual 
and financial resources, they are required to select their implementation mechanism. In terms 
of implementation mechanism, a company has several options, which are permitted under 
the SRO draft rules: • Self-execution through: - an in-house SRO department - a company 
foundation with execution capabilities • Making grants to an independent implementation 
partner (which has a track record of at least three years). • The grants can be made: - 
directly by an in-house SRO department - through the company’s grant-making foundation 
The factors that a company needs to consider while deciding between in-house execution and 
grant-making (whether by the department or the company foundation) are as follows : 

• Determining the implementation mechanism: - grant-making or direct implementation - 
institutional mechanism: in-house department, corporate foundation, partnerships with 
other NGOs  

• Annually developing a SRO policy in line with the Companies Act, 2013 rules that defines 
programmes, geographies and budgets for the following financial year, aligned with the 
strategy and ensuring that the 2% requirement of funds allocation is me 

 • Establish methods for monitoring and reporting 
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