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1. Introduction

The United Nations Industrial Development
Organization defines Corporate Social
Responsibility (CSR) as a  business
management concept whereby companies
integrate social and environmental concerns
in their business operations and interactions
with  their stakeholders. Corporations
achieve a balance of economic, social, and
environmental imperatives through CSR
while also fulfilling the expectations of the
stakeholders and shareholders.?

The traditional role of a corporation was only
profit ~maximization and paying its
shareholders. But, the increasing ethical
debates, discussions around climate change
and the role of large multi-nationals in this,
and the social costs associated with certain
consumer goods have gives rise to the focus
on what corporations can do for the society.
The concept of CSR, however, is not limited
to the mere provision of public goods; it also
plays a role in growth and development of
the region. While most critics against CSR
argue that it is a cost to the company and
leads to a reduction in profit, recent
research has found evidence of companies
implementing CSR activities to be more
profitable in the longer run (Hategan, Sirghi,
Curea-Pitorac, Hategan, 2018).

Over the years, corporations have come
under pressure from activists and non-
government organizations to take on specific
corporate social responsibility obligations.

1 https://thecsrjournal.in/what-is-csr-corporate-social-
responsibility/

There are strong arguments in favour and
against of CSR. CSR is mostly opposed by the
advocates of the ‘free market’ on the ground
that corporations are not obliged to do
altruistic activities and that it would not be
profitable for them. This view can be traced
back to Nobel Laureate Milton Friedman
who was critical of CSR practices. The
altruism argument is the most prominent
one which claims that corporations are a
part of the society, just like individual
citizens, and should engage in “good”
practices and build their image as “good
corporations”. CSR is also used as a
defensive strategy against activists and
NGOs in response to their online or offline
agitation. Also, CSR is a good marketing
strategy that corporations can use to
generate further revenues.

In a post-Covid world or a world wrecked by
the pandemic which has reinforced
inequalities and have made the vulnerable
more vulnerable, the pressure on
corporations is definitely high. Climate
change and increasing inequality have put
the onus on the corporations to be more
inclusive.

CSR has been made mandatory in India by
law. We will look more closely at the law and
what mandatory CSR expenditure has meant
for the North-Eastern (NE) region of the
country. The North East is separated from
the rest of the country by a 22 kilometres


https://thecsrjournal.in/what-is-csr-corporate-social-responsibility/
https://thecsrjournal.in/what-is-csr-corporate-social-responsibility/

long piece of land, also termed as the
‘chicken’s neck’. The land beyond the
chicken’s neck is rich in culture as well as
biodiversity. It is, however, also the region
which has witnessed one of the least
growths and is underdeveloped in most
sectors. The absence a vibrant
manufacturing sector in the region, a large
population dependent on agriculture, hilly
and difficult terrain, years of insurgency, and
natural disasters like floods and landslides
make the region vulnerable to economic

difficulties.

With some recent focus of policies on the NE
region and the gaining importance of
Sustainable Development Goals (SDGs), the
role of CSR has become increasingly needed
in the region. While the law to make CSR is a
recent one which came in being in 2014, CSR
activities in the country is age old. There is,
however, an absence of historical recording
of CSR expenditure and inadequate
measurement of their impact. This policy
brief is thus an attempt to understand CSR
expenditure in the region, the gaps in
literature and measurement of its impact,
and bring a new light to the discussion
regarding CSR.

The policy brief seeks to bring attention
towards the importance of CSR in bridging
the regional gap of the region and the rest of
the country as well as its role in social
development. The brief also seeks to focus

on the various nuances of CSR expenditure
within the region and the sectors the
spending is done on.



2. CSR Investment and Development — A General Overview

When China’s Great Sichuan Earthquake
happened in 2008, which killed more than
69,000 people and left more than 15 million
people homeless, it caused a total
destruction of an estimated $150 billion. CSR
became a norm in China when corporations
offered $1.5 billion in support. When
another earthquake struck the region in
2013, major multinationals like Samsung and
Apple offered quick support to rebuild the
city?. The scope of CSR is indeed huge, but
not only in times of natural disasters. CSR
can contribute to growth and development
of a region. It is also worth pointing out that
as the pandemic broke out; the CSR
community in India was quick to respond
with most committees and boards working
overtime to speed up the internal process.3

The idea that the role of industry should not
be limited to profit maximization but should
also contribute to the welfare of the society
is not a new one. According to Trusteeship
Theory of Business and Stakeholder Theory,
businesses should benefit the trustees and
the stakeholders of the society, instead of
only the shareholders (Kapoor, 2017). With
growing interest in this domain, recent
research has found evidence of a positive
relationship between CSR and firm
performance, negating the idea that CSR is
nothing but an additional cost to the
company. CSR has a role in facilitating

2 https://www.project-
syndicate.org/commentary/china-promote-corporate-
social-responsibility-by-asit-k-biswas-and-cecilia-
tortajada-2019-12

marketing, innovation, management, and
ownership.

India became the first country to legally
mandate CSR in 2014. According to new laws
in Section 135 of India’s Companies Act, it is
mandatory for companies of a certain
turnover and profitability to spend 2% of
their average net profit for the past 3 years
on CSR. Every company registered under the
Companies Act, 2013 or any other previous
company law is eligible for the CSR mandate
if they have a net worth of Rs 500 crores or
more. Companies with a turnaround of Rs
1000 crores or more or with net profit of Rs
5 crores or more during a financial year are
also eligible for this mandate. The activities
eligible across sectors include hunger and
poverty, education, health, gender equality,
women empowerment, skills training,
environment, social enterprise projects, and
promotion of rural and national sports. The
CSR activities are carried out through
committees that are formed by the
corporations and through a registered trust,
society, or company. If the CSR activity only
benefits the employees of the companies or
their families, such expenditures will not be
considered CSR as per the law. Further, any
activity that is not in the form of a project is
not considered CSR as per the law. Also, any
CSR activity not approved by the board

3 https://idronline.org/data-and-insights-on-csrs-
covid-19-response/
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cannot be qualifies as a CSR initiative of the
company.

Since the law has been relatively new in
India, the real impact of CSR cannot be
completely measured or understood.
According to the CSR journal, it is observed
that the amount spent on CSR s
concentrated in few states, leaving out
states that require development. It is also
feared that CSR expenditure can further
accelerate the regional differences between
states. States which are already developed
tend to gain more benefits from CSR
activities as compared to states with less
number of companies, accelerating the
already evident regional economic gap
between the high-income states and low-
income states. It is also seen that the sector-
wise spending of CSR has also been non-
uniform with certain sectors taking up more
expenditure.

The idea of CSR in developing countries is
seen as an accelerator of socio-economic
growth. According to the United National
Industrial Development Organization
(UNIDO), CSR will help these countries attain
their Sustainable Development Goals (SDGs)
and lead to wellbeing of the society.

The NE region has its own set of issues. If we
compare the region in terms of its SDG
achievement, we see that Assam, Arunachal
Pradesh, and Manipur are still in aspirant
category (0-49) as per the first SDG goal of
‘No Poverty’. As per the second goal of ‘Zero
Hunger’, Assam, Meghalaya, and Tripura are
still aspirant states. As per the third goal and

fourth goals of ‘Good Health and Well Being’
and ‘Quality Education’ respectively, Assam
and Nagaland are both aspirant states. The
region does not do well in the fifth goal of
‘Gender Equality; where all the states
including Sikkim are dubbed as non-
performers. As per the tenth goal of
‘Reduced
Arunachal Pradesh need improvement.

Inequalities’,  Tripura  and

The role of CSR in this region can, thus, be
immense. Through this policy brief, we will
first look at the CSR spending in each state,
compare this along with the rest of the
country, understand the areas that CSR
activities in the region are most allocated in,
and analyze the various challenges and
divide in CSR allocation in the region.



3. State of CSR Investment in NER during 2011-2020 [Quantitative, Qualitative, Sectoral]

According to a recent report by CII-ITC
Centre of Excellence for Sustainable
Development (CESD), companies choose to
operate in areas where they operate. This
puts states like Maharashtra and Gujarat in
immediate location advantage, where as the
North-Eastern states tend to lose out
because of this. According to the same
report, only 3% of the companies chose to
spend their CSR allocation in the North-East.
The region has remained neglected in terms
of CSR spending.

Data from the Ministry of Corporate Affairs
(MCA) show that four north-eastern states —
Tripura, Manipur, Meghalaya, and Sikkim
have seen a jump of 200% in CSR spending
from 2014-15 to 2018-19. Assam remains
the biggest beneficiary of CSR activities.

This data can be understood from the graph
below:

Figure 1: Growth of CSR spending from 2014-
15 to 2018-19 in the North east (numbers in
crore rupees)
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Mizoram is the only exception recording a
fall of 90% in CSR activities. Tripura showed
a massive rise in CSR spending. The rise in
Assam is not large in terms of percentage,
but the amount of CSR spending done in the
state is the largest in the region.

The region also saw an increase in the
number of companies investing from 2014-
15. The graph below represents this:

Figure 2: Number of companies doing CSR
projects in the North East (data from
Ministry of Corporate Affairs)
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According to the chart above, it is evident
that all the states except Mizoram have seen
a rise in the number of companies engaged
in CSR activities. The number of companies
spending on CSR is the highest in Assam,
increasing from 59 in 2014-15 to 124 in
2018-19. This is followed by Manipur,
Meghalaya, Arunachal Pradesh, and Sikkim.

However, the rise in percentage of this from
2014-151t0 2018-19 seems much larger given
that the initial count was much lower. For
example, states like Nagaland, Tripura, and
Manipur had very few companies engaging
in CSR activities in 2014-15 to begin with.
Although the positive rise in the number of
companies in the region is a welcome
improvement, the region still has a long way
to go.

According to the MCA report, Assam is the
largest benefactor of CSR funds in the region
with an allocation of Rs 205.6 crore in 2018-
19. This has increased from Rs 134.78 crore
in 2014-15. Arunachal Pradesh follows next

from an allocation of Rs 11.04 crore in 2014-
15 to Rs 24.49 crore in 2018-19.

Figure 3: Percentage of CSR funds in the
North-East

-

Percentage of CSR funds in NE

Tripura is the third largest benefactor with a
hefty rise from Rs 1.33 crore in 2014-15 to Rs
23.06 crore in 2018-19. Meghalaya,
Manipur, and Sikkim have also witnessed a
decent rise from 2014-15 to 1018-19 in CSR
fund from Rs 3.53 crore to Rs 16.67 crore, Rs
2.44 crore to Rs 7.64 crore, and Rs 1.19 crore
to Rs 4.58 crore respectively. Nagaland has
witnessed a rise fromRs 1.11 croretoRs 2.11
crore in the same time period. Mizoram, on
the other hand, saw a decline from Rs 1.03
crore toRs 0.1 crore in the same time period.

Although the region has witnessed positive
improvements, this has mostly been in favor
of Assam and the final amount still is very
less when compared to the rest of the
country.



4. Public and Private CSR Investments in NER

According to North East India CSR Report of
2019% out of the total CSR contribution in
the region, 27.7% is done by public
companies,70% by Public Sector Companies
(PSEs), and a mere 2.4% by private
companies. The North Eastern region,
however, has seen overall growth in CSR
expenditure in both Public Sector Units as
well as Non-Public Sector Units from 2014-
15 to 2018-19.

The table below gives a good idea of this
growth. The table only includes the listed
PSUs and the listed Non-PSUs.

Table 1: PSU and Non-PSU expenditure on
CSR in the North East (Data from the Ministry
of Corporate Affairs)

State PSU Non- | PSU Non-
exp PSU exp PSU

on exp on exp
CSR on CSR on
in CSR in CSR
2014- | in 2018- | in

15 2014- | 19 2018-
(Liste | 15 (Liste | 19

d) (Liste | d) (Liste
d) d)
Assam 98.21 | 16.50 | 146.0 | 15.70
4

4 https://csrbox.org/India_ CSR_report North-East-
India-CSR-Report-2019 55

Arunach | 7.82 |0.07 |3.88 | 13.52
al
Pradesh
Manipur | 0.09 |0.00 |0.01 1.26
Meghala | 0.03 | 138 |0.17 |8.30
ya
Mizoram | 0.20 NA 0.08 NA
Nagalan | 0.08 | 0.08 |0.08 |0.29
d
Sikkim 036 |030 |1.25 |1.86
Tripura 0.26 | 0.00 |20.50 | 0.00

The table shows the huge difference
between PSU and non-PSU spending in
states like Assam and Arunachal Pradesh.
The rise in CSR expenditure by PSUs is larger
than the rise in CSR expenditure by non-PSUs
from 2014-15 to 2018-19 in Assam where
CSR expenditure by non-PSUs has fallen.
However, it has increased in states like
Arunachal Pradesh, Manipur, Meghalaya,
Nagaland, and Sikkim in the same time
period.

The following graph shows the CSR
expenditure by PSUs in the region in the time
period. The negligible CSR spending by PSUs
in states like Meghalaya, Manipur, Mizoram,
and Nagaland become apparent from the
graph.
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Figure 4: CSR expenditure by PSUs in the
North East in 2014-15 and 2018-19
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To understand the difference between the
PSU and non-PSU expenditure of CSR in the
North-East, the following graph shows how
PSU’s incur most of the spending in the
region. As compared to Rs 15.70 crore spend
in 2018-19 in Assam by non-PSUs, the PSUs
have spent Rs 146.04 crore in the same time

Assam

Arunachal Pradesh

Meghalaya
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In states like Arunachal Pradesh, Meghalaya,
Manipur, and Sikkim, the CSR expenditure by
non-PSUs is greater than CSR expenditure by
PSUs.

period. However, states like Manipur,
Nagaland, Meghalaya and Sikkim have more
expenditure by the non-PSU as compared to
PSUs in the same time period.

Figure 5: CSR expenditure by PSUs and non-
PSUs in the North East in 2018-19



5. CSRin India versus NER

According to North East India CSR Report of
2019°, the CSR contribution in North East
India in the financial year 2017-18 is 3.6% of
the total all-India CSR fund. Assam gets the
highest percentage of this allocation, which
is 68.3% followed by Arunachal Pradesh
which is 8.38%. Tripura gets 6.1%, Sikkim
5%, and Manipur 4.11%. Meghalaya,
Nagaland, and Mizoram get a meagre
3.68%, 2.77%, and 1.6% respectively.
Although states like Meghalaya, Sikkim, and
Manipur have witnessed massive growth in
CSR allocation from 2014 to 2019, the
percentage of allocation is still quite
meagre®.

There is also an increase in the number of
companies and corporations investing in
the region, Assam continue to reap the
maximum benefits. However, according to

5 https://csrbox.org/India_ CSR_report North-East-
India-CSR-Report-2019 55

6 https://thecsruniverse.com/articles/csr-in-north-east-
india-tripura-stands-out-more-than-200-growth-in-
meghalaya-sikkim-manipur

the CSR Survey of 2020, Assam reaps on
1.10% of the total CSR allocation in India,
which is much lower as compared to
developed states like Maharashtra which
gets 10% of the allocation, followed by
Karnataka, Rajasthan, Uttar Pradesh, and
Gujarat with 3.60%, 2.80%, 2.50% and
2.30% of the total CSR allocation’. The size
of the states matter but even Delhi gets an
allocation of 2.10% of the total CSR funds.
Assam’s position is higher in terms of
percentage allocation as compared to
states like Tamil Nadu, Kerala, Madhya
Pradesh, and Bihar. But the allocation in
rest of the north-eastern states is dire and
guestionable.

The graph below represents the CSR
spending in all the Indian states in 2019-20.

"https://assets.kpmg/content/dam/kpmg/in/pdf/2020/0
2/india-s-csr-reporting-survey-2019.pdf
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6. CSR Returns, Social and Development Impacts in NER

Debates around climate change and ethical
discussions regarding corporations have
made both consumers and brands more
conscious. The North-eastern region of the
country is no different in terms of it
consumer base. While years of insurgency
and development challenges have disrupted
CSR initiatives, recent years has witnessed
growth in CSR initiatives as seen earlier.
Development was halted previously
because of both the region’s isolated
location, its hilly terrain as well as because
of insurgency threats. The state wise total

Out of the expenditure spent on NE, it is
also useful to understand the area where
the CSR expenditure is targeted towards.
The thematic distribution of CSR
expenditure in the NE is as follows:

The table below gives an idea of the
projects done in each area.

Thematic Area of CSR Percentage
expenditure spent
Education & Skills 48

Poverty Alleviation, Health | 31
Care and WASH

Environment Sustainability | 7

Rural Development

Gender Equality and 2
Women Empowerment

Rural Sports and 1
Paralympics

CSR expenditure in 2019-20 can be seen in
the table below.

State CSR expenditure
Assam 234

Arunachal Pradesh | 28.7

Manipur 14.1

Meghalaya 12.6

Mizoram 5.7

Nagaland 9.5

Tripura 20.9

Sikkim 17.1

PM Relief Funds and 1

Similar Funds

Protection of Heritage & 1
Art

Others 3

The social and development impact of some
of the flagship programs in each area are as
follows:

Education

ONGC Super 30 in Shivsagar, Assam trains
30 students belonging to economically
weaker families to get admission in premier
engineering colleges. .

ONGC is also constructing B.Ed college at
Nirjuli and hostels at Naharlagun, both in
Arunachal Pradesh. IOCL has taken initiative



on providing classes for professional nursing
/ midwifery courses to unemployed girls of
the region. A Vocational Industrial Training
Centre in Digboi has offered 68 seats in
Industrial Trade Discipline. Similarly two
women were trained on solar electrification
in Cachar District Assam by ONGC.

Rural Sports and Paralympics

Football Sports Program by Tata covers the
states of Manipur, Meghalaya, and
Mizoram apart from other states of the
country to promote young talent.

Protection of Heritage and Art

The Bodo community has a complex art of
weaving which is an integral part of Bodo
culture. McLeod Russel’s Bodo Handloom
Scheme is designed to encourage and
empower the women of the community.
This highly successful community-based
scheme started in 1995 at Borengajuli Tea
Estate in Assam has not only empowered
numerous women to continue their cultural
heritage but increased their income also.

The state of Arunachal has been bestowed
with various traditional ways of cultivation,
handicrafts, cooking recipes, etc which are
unique. And with a vision to protect the
tribal cultural heritage ONGC has funded
the documentation Centre project in Roing,
in Lower Dibang Valley.

ONGC has started a 3.96 crore plan to
preserve the heritage sites of Upper Assam
under a project called Amulya Dharohar in

association with the National Culture
Foundation.

Poverty Alleviation, Health care and WASH

ONGC has set up a Multi-Specialty Hospital
in Shivsagar, Assam with 300 beds to treat 1
lakh patients.

Indian Qil established the Assam Qil School
of Nursing (AOSN) in 1986 and offers three-
year Diploma in General Nursing and
Midwifery (GNM) course to young girls with
intake capacity of 30 students per year. A
four-year B.Sc. (Nursing) course has also
been started.

Assam Qil Division Hospital, Digboi, is a 200-
bed hospital with modern facilities catering
to about 1 lakh patients. This hospital
registers about 4,000 patients for indoor
admissions and conducts operative
procedures on about 2,000 patients every
year. Health camps of a general and
specialized nature are also organized
regularly by the hospital to reach out to the
poor villagers in the vicinity, who have no
access to medical consultations or
treatment.

Indian Qil’s unique CSR initiative titled
‘Sarve Santu Niramaya’ (Good health to all)
provides free health consultation and free
medicines to human beings as well as
livestock of the villages near Digboi
Refinery. The company believes that good
health of livestock is as important as that of
the human beings, as livestock was a key
livelihood generator for the villagers.


https://thecsrjournal.in/indian-oil-csr-report-india-psu/

Community toilets have been constructed
by both Indian Qil Corporation Limited and
ONGC under Swach Bharat Abhiyan.

Rural Development

HDFC Bank Parivartan along with its
implementation partner launched the
concept of Integrated Farmers’ School to
restore the floodplain and non-cultivable
land after an embankment breach. The
initiative allows for farmer linkages — giving
them access to knowledge on related
activities —and encourages the younger
generation to explore agriculture. It has also
acted as a hub for accelerating economic
growth for over 500 farmers from adjoining
villages over the past five years. The
farmers were also given equipment support
for initial operation. The platform has thus
far helped form a farmers’ collective that
could cover over 1,000 farmers.

Environment Sustainability

Narayanpur Rail Basti Village in Silchar,
Assam hardly had any electricity. ONGC
started a CSR initiative by training two
women of the village for six months on all
components of solar electrification at
Barefoot College. The two women set up
the entire solar electrification of every
house in their village. Henceforth, the
entire village will have solar powered
electricity with all the repair and
maintenance being done by the two
women.

Gender Equality and Women
Empowerment

ONGC CSR trains women of Sivasagar
district in water hyacinth craft to become
self-sustainable. Five of the women have
been trained in advance design at the
prestigious National Institute of Design
(NID), Ahmedabad to become master
trainers.



7. Measuring the CSR Impacts in NER

We have so far seen the allocation of CSR in
various areas in the North-east and the
scope of their impact. Naturally, the
question arises: what has been the impact
of CSR expenditure in the region? There has
been no exercise done to understand the
wholesome impact of CSR in the region so
far. However, some work has been done to
understand the impact of several
companies and their targeted projects in
the region. We will look at some of these
projects here from the areas that have been
targeted through CSR.

Education & Skills

The NE region has a skewed literacy level.
The table below explains this.

State Literacy Rate
(Census 2011)
Assam 72.2%
Arunachal Pradesh 65.4%
Manipur 79.2%
Meghalaya 74.4%
Mizoram 91.3%
Nagaland 79.6%
Tripura 87.2%
Sikkim 81.4%

The table reflects there is a scope of
improvement in education level in the
region.

8 https://nenow.in/education/ongc-super-30-seven-
students-from-assam-selected-for-iits.html

Assam and Tripura has seen an increase in
enrolment rate after ONGC upgraded the
infrastructure of 35 schools. ONGC also
carried out a Super 30 initiative which
provided free coaching to 115 economically
weaker students in Assam
(https://www.csrl.in/). Out of the 30
students in 2017-18, 7 students were
selected for admission in lITs, 6 students in
NIT Silchar, 6 students in AEC, Guwahati, 1
in IIIT Gwalior, 1 in IIEST Kolkata, 1 in JEC, 3
students in Tezpur University and others in

various prestigious universities and
colleges?.

Rural Sports and Paralympics

CSR can play a role in reducing the dropout
rates in sports in the region. While North-
East has already done well in sports and has
many sportspersons from the region
representing in the Olympics, there is a
scope for improvement.

The Indian Oil Sports Scholarship Scheme
for Upcoming Sportspersons promotes
youngsters in 20 different sports and
benefits 198 players in the region. The
Project Khelo Hero includes 2000 boxers
who are trained under Mary Kom and also
include Paralympic athletes.

Poverty Alleviation, Health care and WASH


https://nenow.in/education/ongc-super-30-seven-students-from-assam-selected-for-iits.html
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Government’s spending on healthcare is
estimated to be a meager 1.5% of GDP in
India, which is comparatively much lower
than other countries. Health is a major
aspect of human development and
investment in healthcare should be a prime
focus. It is estimated that India’s top
companies spent around Rs 1369 crore on
healthcare.

In the North-East, the situation requires
more understanding. The doctor-population
ratio in the region is much lower. Other
than insufficient expenditure on health, the
region has a poor health infrastructure
because of numerous reasons like poor
transportation facilities, frequent power
cuts, floods, landslides, etc.

In Nalbari, over 10,000 water sources were
found to contain arsenic and over 1,200
were found to be contaminated with
fluoride. Consumption of such water causes
dental and skeletal fluorosis, cases mostly
found to be in children with symptoms such
as bent legs, and discoloured, brittle teeth.
In order to provide clean drinking water,
HDFC Bank Parivartan set up 10 solar-
powered water systems, 1 advanced RO
and 2 arsenic removal plants which were
handed over to the community to manage.
A Water User Group was formed through
the Water Treatment Management
Committee, whose users were charged a
minimal fee for meeting operational costs.
The Bank also focused on generating
awareness to improve the overall health of
the villagers

As noted earlier, Assam Qil School of
Nursing (AOSN) established by Indian Qil
provides opportunities to young,
underprivileged girls. Before AOSN was
established, there was a dearth of qualified
nurses in the Northeast. AOSN not only
bridged this gap but also simultaneously
provided the women stable careers and
livelihood.

Gender Equality and Women
Empowerment

Project Sakhi, implemented jointly with
UNESCO, has been launched to promote
menstrual hygiene through Sanitary
Vending Machines in Sivasagar, Assam. The
project seeks to benefit 7000 students from
13 government schools.



8. Limitations and Inadequacies of CSR Investments in NER

The CSR expenditure for the North-East,
though increasing in the recent years, is still
lower as compared to the rest of the
country. Years of isolation, marginalization,
terrors of insurgency have left the region
underdeveloped in many sectors. CSR,
hence, has a role to play here.

However, the problem is not only that the
reported expenditure on CSR projects in the
North-East is smaller as compared to the
rest of the country but also that the
reported expenditure on CSR projects is not
a good metric of societal welfare. In
absence of historic measurement of CSR,
the numbers or the percentage increase in
CSR expenditure do not reveal the true
story. The numbers, in fact, overstate the
effect of the law. It cannot be told if the
corporations have really increased their
spending on CSR before after the law of
2014 was passed. There is some evidence
that while firms that were initially spending
less than 2% increased their CSR activity,
but those that were initially spending more
than 2% reduced their CSR expenditure.

The document has revealed that CSR
activity in the NE region has increased and
has seen positive benefits in most sectors.
However, despite the increase in socially
beneficial activities in the region, the
spending has not gone to democratically
determined priorities, but rather to
whatever the companies prefer to
emphasize. We saw this while
understanding the area-wise distribution of

CSR expenditure in the region as education
and health were the highest spent sectors,
but areas like rural sports and gender
equality tend to lose out. While education
and health require decent expenditure, but
the bias towards them at the expense of the
other priority sectors cannot be considered
fair.

This is true for the CSR expenditure in the
entire country and not just the NE region.
Of the nine different schedules prescribed
by the Companies Act, two schedules -
combating various diseases and promotion
of education accounted for 44% of the total
CSR expenditure. Areas like reducing child
mortality received no funding and
eradicating extreme hunger and poverty
received only 6% of the total CSR
expenditure.

Given that about 50% of children in India
are malnourished due to pervasive poverty,
it is unlikely that the above allocation of
resources reflects the democratic will of the
Indian people. It is the government’s
responsibility to determine high-priority
needs of society and target public
expenditure in these areas. With the CSR
law, the government has abdicated one of
its primary functions.

There is also an issue of geographic equity.
Five states: Maharashtra, Gujarat, Andhra
Pradesh, Rajasthan and Tamil Nadu account
for well over one-quarter of all CSR
spending. Towards the bottom of the list



are Nagaland, Mizoram, Tripura, Sikkim and
Meghalaya—all from the NorthEast. This, of
course, reflects the inclinations, interests,
and priorities of the business sector. But, it
is the responsibility of the government to
help achieve a more egalitarian society.
CSR is a controversial idea with many
executives, academics and officials on both
sides of the issue. Thus, it is not surprising
that the Indian law does not clearly define
CSR for the purposes of expenditures. The
law lists only a few genres of CSR activities:
“eradicating extreme hunger and poverty",
“promotion of education", and “social
business projects". This is much too vague
to work as a legal definition. It is not
surprising that the law does not even
discuss, let alone define, an enforcement
mechanism or penalties for non-
compliance.

The CSR law is inherently contradictory. CSR
is fundamentally an inspirational exercise,
and it is very difficult to legislate
aspirations. Laws only set minimum
standards, but do not create an impetus for
positive action. For example, it would be
difficult to require that companies build
“excellent" schools; the legal requirement
can be met merely by spending money on
education.

Inequality in India, which was already high,
has increased even more. The CSR law does
not go far enough in reducing inequality
and helping the disadvantaged. Without a
coercive enforcement mechanism, it is
unlikely that the law will result in
widespread compliance and real
effectiveness. In other words, “required"
CSR will remain largely voluntary, but give
the illusion of progress. This is
“greenwashing" on a national scale!

India is the first country to require
companies to expend resources on CSR.
There is sound logic behind why other
countries have not done this, and India
should not either.

The distribution of the CSR funds also shows
massive gaps. Rural Sports and Paralympics
get the highest allocation of the funds
which is 48%, followed by Poverty
Alleviation, Healthcare and WASH which is
31%. However, areas like Education and
Skills, Gender Equality and Women
Empowerment, and Rural Development get
a meagre 1%, 2%, and 6% allocation
respectively. This is not an ideal allocation
of the CSR funds. The North-Eastern region
is facing challenges in numerous areas.



9. The Logic of CSR by Industry Presence, Market and Consumer Base

Census data reveals that as much as 84% of
the total population in the North-East
resides in rural areas, which is greater than
the national average of 70%. India has been
called a “flailing state’ by Lant Pritchett and
it is true that the country faces numerous
developmental challenges. CSR being
incorporated by the government of India is
one step towards moving ahead of these
challenges.

The North-eastern region of the country
with its large bio-diversity along with a rich
socio-economic heritage constitutes 8% of
India’s total geography. The region is home
to 4% of the country’s population. It cannot

be denied that the region beyond the
chicken’s neck has faced severe
developmental challenges because of its
distance from the mainland India. Despite
several schemes by both the Central and
the State governments in recent years, the
region continues to face developmental
challenges. The percentage of people living
below the poverty line is 34.28% in the
region, which is far higher than the national
average of 26.1%. However, the CSR
spending in the NE region has only been a
small percentage of the total CSR spent in
the country.

The table below gives a better idea of this.

Financial Year CSR Spent in NE Percentage
2014-15 156.81 1.56
2015-16 183.4 1.26
2016-17 326.32 2.27
2017-18 117.11 0.81
2018-19 285.95 1.52
2019-20 803.92 3.78

It is clear from the above table that CSR
expenditure in the region has witnessed no
clear trend. There was a dip in the CSR
expenditure from 2014-15 to 2015-16 and a
rise in 2016-17, followed by a fall in 2017-
18. CSR expenditure has since then
increased in the region.

The region, with its tremendous potential in
terms of natural resources, bio-diversity,
and hydroelectricity, has an immense scope

of growth. Being highly agriculture
dependent, the region can use CSR to
overcome the technical and financial
constraints (Ayengia, 2020). CSR also leads
to innovation which the region can use to
grow further. Private firms can act as
strategic partners and provide market
opportunities to the rural products, lead to
innovation by sharing technology, and
enhance skills and knowledge.




10. Understanding the CSR Divide in NER

While the NE region sees a smaller CSR
expenditure as compared to the rest of the
country, there is a similar bias within the
region. The region with its hilly terrain
makes it difficult for economic industries to
grow. This is a major reason behind the
absence of many large corporations in the
region. States which have large forest cover
and are smaller in size receive lesser CSR
expenditure as compared to the plain and
larger NE states. The table below looks at
the percentage covered by forest in the NE
states.

Table: Percentage of forest-cover in the NE
states (data from India State of Forest
Report 2019)

State Forest
cover
percentage
in the state

Assam 36.11

Arunachal Pradesh | 79.63

Manipur 75.46

Meghalaya 76.32

Mizoram 85.41

Nagaland 75.31

Tripura 74

Sikkim 47.11

Mizoram has the highest forest cover in the
region followed by Arunachal Pradesh,
Meghalaya, Manipur, Nagaland, and

9

http://necouncil.gov.in/sites/default/files/uploadfiles/
BasicStatistic2015-min.pdf

Tripura. Assam and Sikkim have the lowest
forest cover.

It is also important to look at the
demographic characteristics of the region.
The hilly states have more tribal diversity
and population. The table below looks at
the tribal population of the region.

Table: Percentage of ST population in NE
states (data from North Eastern Council

Secretariat’)

State Percentage of
ST population

Assam 124

Arunachal Pradesh | 68.8

Manipur 35.1

Meghalaya 86.1

Mizoram 94.4

Nagaland 86.5

Tripura 31.8

Sikkim 33.8

Mizoram has the highest tribal population
in the region, followed by Nagaland,
Meghalaya, and Arunachal Pradesh. Assam
has the lowest ST population in the region.

We also look at the size of each of the NE
state. The graph below highlights this.


http://necouncil.gov.in/sites/default/files/uploadfiles/BasicStatistic2015-min.pdf
http://necouncil.gov.in/sites/default/files/uploadfiles/BasicStatistic2015-min.pdf

Figure: Percentage of geographical area of
each NE state

'

Geographical Size

Arunachal Pradesh and Assam are the
largest states, while the other NE states all
comprise less than 10% of the total region
in terms of geographical area.

The table below looks at the CSR
expenditure of each state in the region.

Table: CSR expenditure (in crores) till 2017-
18

State CSR expenditure
(in crores) till
2017-18

Assam 653.1

Arunachal Pradesh | 48.4

Manipur 24.7

Meghalaya 24.1

Mizoram 24
Nagaland 33
Tripura 5.8
Sikkim 16.8

Sikkim 2.16

Nagaland 0.42% /‘\\|
Arunachal Pradesh 6.22 ‘

CSR expenditure (in crores) till 2017-18

The table makes it clear that within the
region, there exists a divide in the CSR
expenditure. While Assam is one of the
largest states in the region, it has the lowest
forest-cover and lowest tribal population
but the highest CSR expenditure. Mizoram
is smaller in size, is only 8% of the NE
region, has the highest forest cover and ST
population. But the state has seen a fall in
its CSR expenditure and the lowest CSR
spending in the region.



11. Why a Mandatory CSR Investment in NER needs a Policy and Legal Safeguard?

Since the major aspect of CSR is seen as a
contribution towards growth and
development, it would seem unfair that
only developed and larger states gain from
the allocation. As discussed previously, the
North Eastern region of the country has a
long way to go when it comes to achieving
the Sustainable Development Goals. The
companies who contribute the most in the
region are public sector companies or public
companies. The private companies have a
limited contribution of CSR to the region.
According to the CSR Survey of 2019, Assam
gets the second largest share of CSR
contribution of PSU’s total expenditure. But
the rest of the region continues to lose out.

While the North-eastern population
consumes goods from private companies,
the smaller size of the states and the
absence of the corporations devoid the
region from a stronger CSR expenditure,
especially from the private companies.

There is a huge scope for CSR activities to
make a difference in the region.



12. Recommendations

The CSR expenditure in the region has seen
an unclear trend. We cannot conclude that it
is rising, as shown by the data. Moreover,
there is an uneven distribution of CSR
expenditure not just within India but also
within the region. The uneven distribution is
due to many reasons like size of the state,
presence of industry, forest cover in the
state, demography of the population, etc.

However, the small proportion of CSR
expenditure in the NE region, which is itself
one of the most isolated and
underdeveloped regions in the country
needs to be changed. Despite many central
and state schemes in the region, the process
of development is a long process which has
a historical record of insurgency and
isolation. CSR spending and investment in

the region can thus play a huge role.

It is too early to claim for sure that the
government mandated CSR policy has
increased CSR expenditure in the country. In
the absence of data, it is difficult to measure
CSR expenditure in the country before CSR
was mandated by law. Hence, the impact of
the law on actual expenditure is difficult to
understand. While many experts suggest
there is a rise in the spending, but many
others hold a different view. It is possible
that many corporation who used to invest or
spend more than 2% on CSR expenditure
before the law has reduced their spending.
But the law is still an important inclusion. It
has eased the conversations on CSR, has
made the maintenance of data possible, and

has made it easy to understand regional
variations in CSR spending.

While the law does not say anything about
the region or location of CSR spending by the
corporation, companies find it easier to
spend on regions they already have a base in
and have proper information about. This is
where the NE region loses out. With a hilly
terrain, lack of a vibrant manufacturing
sector and industries, and years of isolation
and insurgency, the NE region can be
justifies to have a smaller size of CSR
spending on paper. But the populations of
the region do consume the same goods like
the rest of the country, underdevelopment
of one region will always be a hindrance in
development of the country, and the role of
CSR development cannot be ignored. The
region definitely needs more attention
regarding this.

The following recommendations can be
made:

(i) Hilly states should get focus

Geographical terrain has always kept the NE
region at a disadvantage. The location
disadvantage has meant an absence of
industries and large companies. But people
in the hilly states also consume the same
goods as the rest of the country. Hence,
these states should get a focus in terms of
CSR expenditure as they have more scope in
the hilly states.



(i)

(iif)

Size of the state should not be the
basis

The size argument will keep the NE
states at a disadvantage as most of
these states are smaller in size. But at
the same time, regions like Delhi do
get ample CSR spending despite the
similar size. There should be a fair
allocation of CSR expenditure and
not entirely based on size.

Companies should be encouraged to
invest more diverse areas

Areas like health and education get
more CSR investment, not just in the

(iv)

NE region but in the entire country.
Other areas like rural sports and
heritage have large scope in the
region and proper allocation of CSR
funds in those areas can do wonders.

Private Sector Units have a role to
play

The data has shown that Private
Sector Units are important in CSR
spending in some of the states of the
region, but not so much in the other
states. With increasing privatization,
the private sector has arole to play in
the region.



13. Conclusion

The CSR expenditure in the North- This policy brief was an attempt to start
Eastern region is not easy to explain. a discussion around CSR spending and
While the region faces a small its role in development in the region.
proportion of the total CSR spending of Numerous flagship programs started in
the country, there is a gap in the the region have already done good work
division of the CSR expenditure within in the region. But the proper need of
the region. CSR expenditure has documentation and data of these
increased in the recent few years in the programs and an even distribution of
region, with some states showing more CSR funds in the region and within

than 200% of growth. Despite this large sectors are requirements of the time.
growth in CSR spending in the states,

the actual figures of the CSR This policy brief, along with its
expenditure in these states show that recommendations, has made an

the numbers are far from satisfactory. attempt to understand the various

issues and challenges regarding CSR in
the region and the road ahead.



