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Abstract

Corporate social responsibility (CSR), are societal initiatives of an organization for the community welfare and
development. The purpose of the present study is to highlight the corporate social responsibility disclosure of Indian
banks for the financial year 2014-15 to 2016-17. The contribution of Indian banks in CSR initiatives has been observed
in the form of development of the rural sector, the contribution in basic education, generating more employment
opportunities, public healthcare, and sanitation, etc. CSR has been emerged as an important factor in facilitating
sustainable growth and valuing the stakeholder and featured as a competitive edge in the banking sector over its rivals
and improves the reputation. The results of the study highlighted the compounded CSR spent and sector-wise CSR
contributions by the Indian banks during the period of study. A compounded downfall of 7.70 percent has been
observed in the growth of the amount required to CSR spent. Simultaneously, the downfall of 8.39 percent in the actual
CSR spent has also been recorded in the study. But on the other hand, the amount of CSR spent of all sample banks has
been increased by a compound growth of 22.60 percent during the period of study. Besides, the growth analysis of
“sector-wise” CSR spent reflected an increase in the compound growth of all sectors by 21.80 percent.
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1. Introduction

In the attainment of organizations’ primary objective of earning profits and sustainability, ever going firms’
commercial activities are continuously affecting the social and environmental resources. In this scenario, organizations’
efforts in creating a balance in economic, social, and environmental imperatives, the concept of corporate social
responsibility (CSR) has emerged as an important concern (Schwartz & Carroll, 2003; Maon, 2009). Thus, CSR can be
defined as activities of an organization that performs over and above the constitutional requirement for the benefits of
society (Garriga & Mel€&2004). It emphasizes the moral duty of any organization towards the society and environment.
Bowen (1953) defined CSR as "the obligations of businessmen to pursue those policies, to make those decisions, or to
follow those lines of action which are desirable in terms of the objectives and values of our society”. Drucker (1954)
extends the definition as "it has to consider whether the action is likely to promote the public good, to advance the basic
beliefs of our society, to contribute to its stability, strength, and harmony". Carroll (1979) defined CSR as, "The social
responsibility of the business encompasses economic, legal, ethical, and discretionary expectations that society has
organizations at a given point in time".

Friedman (1970) elaborated CSR in an entirely different way, "companies should only be obligated to maximize their
profit within the boundaries of the law and minimal ethical constraints”. Many researchers conceptualized CSR as a
panacea, which creates a bridge to connect the global social and environmental challenges with the mainstream of
society. No doubt, CSR is the moral obligation, but organizations are also facing societal pressure concerning social
and environmental issues. Given that organization are responding to such pressure and emphasizing on the conception
of CSR (Bé&abou & Tirole, 2009). However, researchers have discussed the different motives of organization for CSR
involvements such as pressure of activist groups (Hond & Bakker, 2007); persisting economic conditions and
corporate behavior (Campbell, 2007); charitable intensity (Brammer & Millington, 2008); intrinsic drivers and
extrinsic (trade-related) drivers (Muller & Kolk, 2010); corporate visibility (Li, Morris, & Young. 2019); consumers’
CSR perception (Sen & Bhattacharya, 2001); corporate environmental ratings (Chatterji & Toffel, 2010), etc., Dhingra
and Mittal (2014) conceptualized and acknowledged great importance and recognition of CSR as the concern for
environmental sustainability, social development, and management of natural resources. Zain (1999) underlined the
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CSR role in creating and sustaining the organization’s relationship with its members and stakeholders. It has been
emphasized that CSR initiatives and standards should be part of the organization's regulations and must involve in the
social and environmental issues voluntarily. In which the expenses incurred on the CSR, protects the societal image of
the organization and creating a competitive advantage over the competitors, (Raju, 2014).

1.1 CSR in India - Provision Under the Companies Act, 2013

Presently, Indian organizations are taking a proactive approach towards CSR initiatives, in which the role of
institutional component and active participation of government encouragement played a crucial role. The emerging
trends of CSR have been observed in the form of environmental, social, and governance development initiatives,
throughout every industrial sector in India. CSR has been considered as the 'trustee of the resources' representing the
integral component in Indian organization culture (Narayan 1966). Numerous researchers and agencies have been
acknowledged the contribution of Indian companies for the benefit of society. Gupta (2007) highlighted the
contribution of Indian organizations towards social development which is beyond their normal business affairs. It has
been stated that CSR approaches in India are the philosophical and ethical dimension, which is indispensable for
organizational sustainability (Aspal & Singh 2020). Since the Indian government induced the notification of Section
135 of Companies Act, 2013, imposed CSR as the mandatory affairs for organizations, under the compliance of certain
criteria of the section. As per the stated provision, organizations under three conditions must adhere to the provision of
CSR Act viz. aviz. (i) "The net worth of Rs. 5000 Million or more", or (ii) "Sale proceeds of Rs. 10000 Million™, or (iii)
"A net profit of Rs. 50 Million during a year". It is a legal obligation to frame a CSR committee if any company
fulfilling any above-stated conditions. Further, the provision also imposed responsibility on the directors of the
committee to ensure that the minimum expenditure on the CSR initiative during a year, which is fixed at a minimum of
2 percent of the average profit of three previous years. A positive impression of the Indian corporation can be observed,
as increased interest in supporting of non-profit agencies, construction of basic infrastructure in form of schools and
hospitals, and active donations in the natural calamities and pandemic situations. On the individual front employees'
volunteer efforts against the evils of society such as drug abuse, sanitization of slum areas, cleaning the beaches, and
tree plantations can be observed throughout the country.

2. CSR and Banking Sector: Review of Literature

Concepts of corporate social responsibility and business ethics are becoming extremely topical as the integration of
moral principles significantly highlighted in all commercial units. Now, in the banking sector corporate social
responsibility and ethics are perceived as an appropriate marketing tool to make their presence in society. Numerous
and extensive literature signifies the contribution of banking sectors towards CSR around the world. Like,
Kvasni¢kova, Margarisova, and Stastna, (2012) conducted five years of a comprehensive study of the fund allocated
by the banks, specifically for philanthropic purposes. In this period of five years, all banks contributed to philanthropic
purposes even in the financial crises, and the results have shown a significant positive impact on the revenue of the
banks. Soana (2011) studied the financial and social performance of the Italian banks. The results of the study have
shown that there is a negative correlation between social and financial performance. Hence, an investment in CSR had
not encouraged the impact on the economic advantages for the banks. Supporting the above study, Gibbons (2011) also
found no transparency for CSR in many United Kingdom banks. Chedrawi, Osta, and Osta, (2020) consider CSR as an
important issue in the world’s banking industry, where a need of taking care of the stakeholders’ interest, social and
natural environment, with the increase in the legitimacy, become more crucial.

Burianovaand Paul k (2014) revealed that Czech commercial banks found lacking the transparency of the information
related to the CSR. Hence, the CSR index of selected banks reflected the average performance of the bank. Ngera
(2020) presented a statistical description of the evolution of sustainable banking research programs on their
competitiveness. Tran and Nguyen (2020) investigate the relevance of CSR in the paint industry. The study analyzed
the CSR relationship on the B2B model, specifically analyzed the impact on the business customer and customer
loyalty, satisfaction, and commitment. The results of the study have shown a significant increase in customer
satisfaction and firm reputations through the strategical implementation of CSR activities. Bianchi, Bruno, and
Sarabia-Sanchez (2019) emphasized the encouraging impact of CSR on customer purchase behavior and the firm's
reputations, considering the impact of brand image and loyalty.

Dhingra and Mittal (2014) studied the CSR reports of Indian banking institutions and found that only a few banks have
shown regularity in CSR disclosure as per the recommended guidelines. There was no uniformity in the standard rating
of CSR in comparison to the financial rating. A casual approach toward the socio-environmental issues of few banks
was also reported in the study. It was evident from the study of the most banks that CSR activities are mainly concerned
to give donations to the charitable trust and NGOs. The casual approach towards CSR was observed where the
institution's initiatives were of ad-hoc nature, which was not connected with the business processes and not able to
provide present records of expenditures. Murawsk (2018) examined the growing importance of CSR in the banking
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sector in the United States of America (USA). The growing participation of the banking sector in the environment and
social concern has been observed in the study. A positive trend was noticed, which was reflected in the ESG reports
and from the responses of various social and environmental activities' effectiveness. This situation confirms that a
sound management approach allows CSR activities at every stage of the company's operations. Gangi, Mustilli,
Varrone, and Daniele (2018) highlight the ongoing impact of CSR disclosure on financial performance in the European
banking industry. The study confirmed positives trends in the profitability of banks through active CRS engagement
practices. In the continuation, Belasri, Gomes, and Pijourlet (2020) also highlighted the positive trends in the efficiency
of banks while incorporating the CSR initiatives in developed countries.

3. Need and Objective of the Study

It is believed that CSR has great importance in all the commercial sector. In the present scenario, it has been observed
that the financial sector is fostering the investment and lending practices in environmental and social responsiveness
projects. Regardless of country, culture, and banking products; banks are required to be responsible for their customers
in an ethical manner. Being a socially responsible financial organization, the bank should exercise legitimate and
prudent banking practices for caring for customer confidence. In the available literature, there are only a few studies
and documents, exploring the CSR initiatives of the Indian banking sector has been found. However, on the advice of
the Reserve Bank of India, some Indian banks have initiated to spend their profits on CSR activities. Based on the
above review of literature discussed, it has been observed that the contribution to CSR by the Indian banks is very less.
CSR is a novel trend and always changes in the present dynamic business environment, so this research has attempted
to provide evidence regarding banking sector CSR disclosure. In this context, the present paper attempts to highlight
the nature and extent of corporate social responsibility in the Indian banking sector. The study will facilitate the banks
to adopt more CSR initiatives and improve their spending on CSR practices for the well-being of society.

4. Research Methodology

A descriptive and analytical approach has been applied in the research process. The amount of CSR spent by the Indian
banks for the three years, from 2014-15 to 2016-17 has been collected from the secondary sources for the analysis. All
the Secondary data has been collected from authenticated online websites and portal. For the present study, 21 Indian
banks have been taken as a sample. The banks who have incurred a loss during the period of study have been excluded
from the sample. Moreover, the banks that have not provided data regarding their CSR expenditure have also been
excluded from the sample and, only 15 banks have remained as a part of the sample. The review has been after the
study of relevant research studies of different journals and articles. An analytical, descriptive, and comparative
methodology has been adopted for the study. The descriptive statistics in the form of simple statistical tools like
percentage, average, and a growth rate has been applied in the study.

5. Analysis and Discussion

The development intensity of a country's economy significantly affects the CSR practices of the banking sector. In
which social and economic developments are recognized as the strong mainstays in the sustainable economic growth of
an economy. Thus, the present study is focused on highlighting the contribution of Indian banks in the social and
economic development CSR initiatives in the country. Analysis of the results will also provide an insight for
policymakers to diversify the contribution in different social sectors. The results of the study have been analyzed in the
following table and stated in discussions.

5.1 CSR Spent on Companies Listed on the National Stock Exchange

The tabulated CSR spent made by companies listed on the National Stock Exchange for the years 2014-15, 2015-16,
and 2016-17, is been presented in Table 1.

Table 1. CSR spent on companies listed on the National Stock Exchange
FY 2014-15 FY 2015-16 FY 2016-17 Compound Growth

(Crores) (Crores) (Crore) (in percentage)
Average Net Profit 535 353 480 069 451744 -8.14
Amount Required to be spent on CSR 10 686 9688 9103 -7.70
Actual CSR Amount spent 10 030 9060 8418 -8.39
CSR spend as a % of Net Profit 1.87 1.89 1.86 -0.27

Source: nseinfobase.com
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The bird's eye view of the table reflects that the total amount of average net profit of companies listed on NSE during
the year 2014-15 is 535 353 (crores), which has decreased to 480 069 (crores) in the year 2015-16, which signifies that
there is a decrease of 10.32 percent in the year 2015-16. The total amount of average net profit of companies has further
decreased to 451 744 (crores) in the year 2016-17, which signifies that there is a decrease of 5.90 percent in the year
2016-17. Hence, a decrease (-8.14 percent) in the net profit in the subsequent years has been observed from the above
analysis.

As far as, the amount required to be spent on CSR activities is concerned, it has been observed that during the year
2014-15 such amount is 10 686 (crores), which has decreased to 9 688 (crores) in the year 2015-16. It signifies that
there is a decrease of 998 crores required for CSR to be spent in the year 2015-16, i.e., 9.33 percent decrease in the
amount required for CSR spent over the year. But, during the year 2016-17, the amount of such has been further
decreased to 9 103 (crores), which indicates that there is a decrease of 585 (crores) in the amount required for CSR
spent during the year. It has been found that there is a 6.03 percent fall in such amount in the year 2016-17 as compared
to 2015-16. Regarding the actual CSR amount spent is concerned, it has been observed that during the year 2014-15,
CSR spent is (10 030) crores, which has considerably decreased to 9 060 (crores) in the year 2015-16. It reveals that
there is a decrease of 970 (crores) spent in the year 2015-186, i.e., 967 percent decrease in CSR spent over the year. But,
during the year 2016-17, the amount of CSR spent has further decreased to 8 418 (crores), which indicates that there is
a decrease of 642 (crores) CSR spent during the year. It has been found that there is a 7.08 percent fall in CSR spent in
the year 2016-17 as compared to 2015-16. As far as, the percentage of net profit spent on CSR activities is concerned,
it has been depicted from the table that during the year 2014-15, 1.87 percent of net profit has spent on CSR activities
as compared to 1.89 percent in the year 2015-15. It signifies that the CSR spent has increased by 0.02 units. Similarly,
it has been found that in the year 2016-17, the percentage of CSR spent has been decreased to 1.86 (0.03 units).

The summarized view of the Table reflects that the amount of average net profits, as well as the amount required to be
spent on CSR, has been decreased during the period of study. Moreover, the actual CSR amount spent is less than the
amount required to be spent on CSR during the period of study. Furthermore, the percentage of CSR spent is less as
compared to the standard CSR spent percentage i.e. 2 percent. The overall compound growth of both total average net
profit and amount required to be spent on CSR has been declined by 8.14 and 7.70 percent, respectively. Similarly, the
decline in actual CSR amount spent, by 8.39 percent, and decline of 0.27 percent in the percentage of CSR spent, has
also been observed during the study.

5.2 CSR Spent in Indian Banking Sector

In the Indian business undertaking, the stakeholders have not been adequately conscious about CSR disclosures. Thus,
there is a great need for all business entities along with the financial institutions to disclose sustainable developmental
efforts for the society and environment. The amount of CSR spent made by different banks for the years 2014-15,
2015-16, and 2016-17, is been presented in Table 2.

Table 2. CSR Spent by Indian Banking Sector during 2014-15, 2015-16 and 2016-17

Banks FY 2014-15 FY 2015-16 FY 2016-17 Compound Growth
(Cn (Cn (Cn (in percentage)
Lakshmi Vilas Bank Ltd. 0.87 1.40 0.62 -15.58
City Union Bank 8.05 8.16 10.68 15.18
Karnataka Bank Ltd. 4.89 6.17 6.96 19.30
Karur Vysya Bank 1.14 2.07 1.60 18.47
South Indian Bank Ltd. 2.30 4.03 7.28 77.91
IDBI Bank Ltd. 9.44 4.37 1.36 -62.04
Jammu & Kashmir Bank 13.74 28.48 21.86 26.13
Yes Bank 29.52 41.66 45.21 23.75
Indusind Bank 27.32 33.81 20.47 -13.44
Kotak Mahindra Bank 11.97 17.33 26.40 48.51
Axis Bank 137.41 135.39 133.77 -1.33
ICICI Bank Ltd 172.00 182.00 170.30 -0.50
HDFC Bank 127.28 305.42 374.55 71.54
Grand Total 545.93 770.29 821.06 22.60

Source: nseinfobase.com
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The discerning view of Table 2 reflects that the total amount of CSR spent by sample banks during the year 2014-15 is
545.93 crores, with a significant increase to 770.29 crores in the year 2015-16. There is an increase of 224.36 crores in
CSR spending during the year, which signifies that there is an increase of 41.09 percent in CSR expenditure in the year
2015-16. Furthermore, it has been observed that during the year 2016-17 the total CSR spent all sample banks are
821.06 crores. Subsequent enhancement in the CSR spent of 50.77 crores has also been observed during the year
2016-17. The total CSR amount spent during the year 2016-17 is 821.06 crores signifies an increase of 6.60 percent
CSR spent during the year.

The table further reveals that during the year 2014-15, the ICICI Bank Ltd has the highest CSR spent of 172 00 crores,
followed by Axis Bank with a CSR spent of 137.41 crores and HDFC Bank with a CSR spent of 127.28 crores.
Whereas Lakshmi Vilas Bank Ltd. is on the bottom-most position with 0.87 crores CSR spent during the year 2014-15,
followed by Karur Vysya Bank with CSR spent of 1.14 crore and South Indian Bank Ltd. with CSR spent of 2.30 crore.
The HDFC Bank has contributed the highest CSR spent of 305.42 crores in the year 20115-16, with an increase of
178.14 crores as compared to the year 2014-15. Whereas the ICICI Bank Ltd contributed second highest CSR spent of
182.00 crores, and the Axis Bank contributed the third highest CSR spent of 135.39 crores, in the sample banks. The
HDFC Bank has again contributed the highest amount of CSR spent of 374.557 crores in the year 2016-17. The ICICI
Bank Ltd and the Axis Bank have achieved the second and third rank among all the sample banks with CSR spent 170
30 crores and 133.77 crores, respectively. On the contrary Lakshmi Vilas Bank Ltd has the least contribution on CSR
spent of 0.62 crores in 2016-17. Whereas IDBI Bank Ltd. and the Karur VVysya Bank are on the bottom-most second
and third positions regarding CSR spent of 1.36 and 1.60 crores, respectively.

The summarized view of Table reflects that HDFC Bank has remained at the top position with CSR spent during the
years 2015-16 and 2016-17. On the other side, Lakshmi Vilas Bank Ltd. has remained on the bottom-most position
with CSR spent during the year 2014-15 to 2016-17. The growth analysis reflects that there is an increase in the
compound growth of all banks by 22.60 percent. The South Indian Bank Ltd has achieved the highest compound
growth rate of 77.91 percent among all the sample banks, followed by HDFC Bank with a growth rate of 71.54 percent.
On the contrary, IDBI Bank Ltd. has attained the highest negative growth of 62.04 percent.

5.3 Sector-Wise CSR Spent on Indian Banks

The organization can choose any of the social and environmental sectors for the CSR initiatives, as there are no such
conditions applied for organizations. Thus, it is important to have a concise view of organizations' contributions in a
different sector. The analysis will provide an insight for the decision-makers while selecting the sectors for the CSR

initiatives. The sector-wise amount of CSR spent by the sample banks for the years 2014-15, 2015-16, and 2016-17 is
been presented in Table 3.

Table 3. The amount of CSR spent sector wise for the years 2014-15, 2015-16 and 2016-17

FY FY FY Compound
Sectors 2014-15 2015-16 2016-17 Growth
(Cr) (Cr) (Cr) (in percentage)
Eradication Hunger, Poverty, Malnutrition. 0 0.33 273 e
Preventive Healthcare, Water, and Sanitation. 124.62 31.29 35.94 -46.3
Education, Employability, and Livelihoods 12701 131.73 188 2166
Enhancement.
Gender, Equality, and Women. Empowerment, 1551 114 19.78 9.3

Senior Citizens Care
Environmental Sustainability. 56.07 37.73 17.28 -44.49

Heritage conservation, Promoting Art, Craft,
Culture, Public Libraries

Armed Forces Veteran Welfare 0.16 0 5 459.02

Promoting national and rural sports, Paralympic,
Olympic sports

2.02 2.05 1.81 -5.34

1.8 1.96 4.2 52.75

Technology incubation (Central Government) 0 0 342 -
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Rural Development 122.64 258.8 465.31 94.78
Contribution to Central Government Fund 6.01 0 0.39 -74.53
Slum Area Development, Housing for poor 3.92 0.74 17.96 114.05

Others 73.58 84.4 36.39 -29.67
Total Amount 533.34 550.17 791.21 21.8

Source: nseinfobase.com

As far as sector-wise CSR spent is concerned, the discerning view of Table 3 reflects that during the total amount of
CSR spent in all sectors during the year 2014-15 is 533.34 crore, which has been slightly enhanced to 550.17 crores in
the year 2015-16. There is an increase of 16.83 crores in CSR spending during the year, which signifies that there is a
marginal increase of 3.15 percent in CSR expenditure. Further, it has been observed that during the year 2016-17 the
total CSR spent of all sectors was 791.21 crore. It has been found that there is a significant increase in the CSR spent
during the year 2016-17 by 241.04 crore as compared to the year 2015-16, which signifies an increase of 43.81 percent
in CSR spent.

Table 3 further reveals that, during the year 2014-15, the highest CSR spent of 127.01 crores has been made on " the
Education, Employability and Livelihoods Enhancement" sector, followed by "Preventive Healthcare, Water and
Sanitation" Sector with the total CSR spent of 124.62 crores. Whereas, in the case, "Eradication, Hunger, Poverty,
Malnutrition" and Technology incubation™ sectors no amount has been spent during the year 2014-15. During the year
2015-16, the highest CSR spent of 258.80 crores has been made in the "Rural Development" sector, followed by
"Education, Employability and Livelihoods Enhancement"” Sector with a total CSR spent of 131.73 crores. Whereas, in
the case of, "Armed Forces Veteran Welfare", "Technology incubation” and "Contribution to Central Government
Fund" sectors no amount has been spent during the year 2015-16. In the year 2016-17, the highest amount of CSR spent
of 465.31 crores has been made on the "Rural Development" sector, which has remained in ton the top position for two
consecutive years. Whereas, in the case of the "Education, Employability and Livelihoods Enhancement™ sector the
second-highest spent of 188.00 has been made. On the contrary, the least CSR spent of 0.39 crores has been made on
"Contribution to Central Government Fund".

The summarized view of the Table reflects that the CSR spent on the "Rural Development" sector has remained at the
top position regarding CSR spent during the years 2015-16 and 2016-17. On the other side, CSR spent on "Technology
incubation" has remained on the bottom-most position regarding CSR spent during the year 2014-15 to 2016-17. The
growth analysis reflects that there is an increase in compound growth in all sectors by 21.80 percent. The highest
compound growth rate of 459.02 has been achieved in the case of the "Armed Forces Veteran Welfare™ sector. On the
contrary, in the case of "Contribution to Central Government Fund" sector has attained the highest negative growth of
74.53 percent regarding CSR spent.

6. Conclusion

The banking sector in India has introduced embedded sustainability into the system, but the CSR efforts are far from
the required. The present paper analyzes the pattern of the nature and extent of corporate social responsibility of the
Indian banking sector. Based on the data available on the CSR contribution, analysis was carried out on the CSR spent
and the sector-wise CSR contributions of Indian banks. The results of the present study highlight that the concept of
CSR, in general, is an emerging and strategical issue with topmost corporate attention in India. The growth analysis of
banks highlights that there is a fall in the compound growth of the amount required to be spent on CSR by 7.70 percent.
Whereas, in the case of the actual CSR amount spent, the compound growth has been decreased to 8.39 percent.
Moreover, the actual percentage of CSR spent on banks is less as compared to the standard of 2 percent during the
entire period of study. On an overall basis, a significant increase has been observed in the amount of CSR spent on
sample banks. The compound growth of CSR expended on sample Indian banks has been increased by 22.60 per cent.
The South Indian Bank Ltd has achieved the highest compound growth rate of 77.91 percent, followed by HDFC Bank
with a growth rate of 71.54 percent during the period of study. On the contrary, IDBI Bank Ltd. has attained the highest
negative growth of 62.04 percent. In addition to this, the growth analysis of “sector-wise” CSR spent reflects that there
is an increase in the compound growth in all sectors by 21.80 percent. The highest compound growth rate of 459.02 has
been achieved in the case of the "Armed Forces Veteran Welfare" sector. On the contrary, in the case of "Contribution
to Central Government Fund" sector has attained the highest negative growth of 74.53 percent regarding sector-wise
CSR spent. The findings of the study contribute valuable contributions to researchers and policymakers in the field of
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CSR. The report highlights the CSR contribution of the Indian banking sector in the development of the community,
further can be a basis for analyzing CSR impact on the brand identity, performance, profitability, etc.,
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