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ABSTRACT

This research article explores the evolving role of corporate social
responsibility (CSR) within the context of business law. It examines how
legal frameworks across jurisdictions shape CSR practices, balancing the
traditional profit-maximizing objectives of businesses with the growing
emphasis on social and environmental responsibilities. The paper discusses
the intersection of voluntary CSR initiatives and mandatory legal
obligations, evaluates global trends, and identifies key challenges and
opportunities for integrating CSR into business law.

Introduction

One of the most crucial issues in business law today is Corporate Social Responsibility (CSR),
which businesses are being challenged to undertake as they strive to achieve not only their
financial goals, but also the social, environmental, and ethical impacts arising from them. CSR
includes a variety of practices right from minimizing the ecological footprints and ensuring
commendable labor practices to community development initiatives. We use CSR legally when
such responsibility is incorporated within the legal or regulatory mechanisms governing
corporate action. CSR transcends the traditional understanding of philanthropy because it
embeds social accountability in the organizational fabric by aligning business processes with

society.
The Growing Importance of CSR

In recent years, CSR has become more visible as stakeholders have demanded improved
accountability and transparency. Corporations are being pressured by shareholders, consumers,

employees and governments — to be responsible for their social and environmental impacts.
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Climate change, human rights abuses and failures in corporate governance have all underscored

the necessity for businesses to be stewards of social and environmental sustainability.

In addition, it is no longer considered to be a purely voluntary practice. Governments around
the world are also beginning to issue legal obligations for corporate responsibility, compelling
corporate accountability, which is requiring businesses to address sustainable practices. An
increased focus on CSR entails changing what success looks like for a company, moving from

a singularly profit-driven bottom-line ethic to one that weighs social good into the equation.

The article focuses on business law (BL) and the extent to which CSR stakeholders might
benefit from aligning more closely with BL by dissecting how the legal framework shapes CSR
practices and considers to what extent it should play a role on mandatory v. voluntary

compliance of responsible behavior?
Historical Context and Evolution of CSR in Business Law
Origins of CSR

The idea of Corporate Social Responsibility (CSR) emerged in the early part of the 20th
century, initially as a way for corporations to give back to society in charitable ways. At this
time, titans of industry like Andrew Carnegie and John D. Rockefeller were giving away money
for libraries, universities and social safety net programs. For many of these efforts, leaders were
motivated more by personal ethics or a sense of ethical obligation than legal requirements or

stakeholder pressures.

At its most elemental level, CSR was a means by which companies could return something to
the community, albeit with little more than an acknowledgment that their primary purpose
remains profit-driven. The ability to take social problems into consideration, beyond the
corporate bottom line, had yet to feature as part of a businesses standard operating methods.

CSR was mainly voluntary and marginal, lacking any structured form or legal status.
Going from Voluntarism to Regulation

Increase since global economy and manufacturing activities all over the world, it has been
container release that a large number of poorest affect on society with environment and human
life. As a result, CSR was understood less as optional philanthropic acts and more as ethical

business, social justice and environmental sustainability.
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Key international frameworks formalising CSR as a global priority:

UN Global Compact (2000) — Established principles for businesses with respect to human

rights, labor, environment and anti-corruption.

Sustainable Development Goals (SDGs) (2015): urged companies to align their approaches

with the priorities highlighted in global pacts on issues like climate change and inequality.

It is important to note that those frameworks called for corporations — given their considerable
power as global actors — to have a role in bringing about a better social state. With the
increased public and regulatory scrutiny on social and environmental issues, CSR slowly
transitioned from voluntary practices to almost core corporate strategies. Firms started

embedding CSR, introducing sustainability reporting and domed by stakeholder engagement.
Legal Recognition of CSR

CSR had matured with time and gone through various phases — from voluntary commitments
it reached legal recognition at least in some jurisdictions. Governments and regulatory bodies
across the globe started passing laws to institutionalise CSR as they felt that there is a need for

businesses to be accountable for their impact on society.
India:

With the enactment of Section 135 of the Companies Act, 2013 India led the way in making
CSR a statutory requirement. Companies with annual net profits of USD 1.44 million (INR 5
crore) and above are required to spend a minimum of 2% of their average net profit towards

CSR activities such as education, health care, and environmental sustainability per the law.
European Union:

The requirement of disclosing Company Data regarding their Environmental and the Social
Policies is to ensure transparency and Accountability for CSR under EU Non-Financial

Reporting Directive (NFRD), for large companies.
United States:

CSR in the U.S. is primarily voluntary apart from certain legal disclosures associated with the

Dodd-Frank Act that require disclosure on topics like conflict minerals and resource extraction.
Global Trends:

Similar measures have been proliferating internationally, which focus on topics including
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climate change, supply chain transparency (also known as product traceability), and human

rights due diligence.

CSR has thus undergone a paradigm shift from corporate voluntary to legal; proposing
businesses now move beyond choices of profit maximization alone as they need to align with
wider societal imperatives. This shift highlights the increasing recognition that there is no

sustainable world without corporate involvement.
Legal Frameworks Governing CSR

Corporate Social Responsibility (CSR) legal regimes include international treaties and
conventions, regional and national laws, the continuing push for mandatory versus voluntary
compliance. These frameworks seek quite the opposite, aligning business with socio-
environmental and ethical objectives to provide guidance for what corporate actors are

accountable and responsible for around the world.
International Standards
a) UN Guiding Principles on Business and Human Rights

These principles were adopted in 2011 to provide a global framework to address the corporate
responsibility to respect human rights. They define the "Protect, Respect and Remedy"

framework with:
The notion of a state's responsibility to protect human rights

The business responsibility to avoid infringing on the human rights of others and addressing

adverse human rights impacts with which they are involved.
Need for proper mechanisms to remedy violations
b. Guidelines for Multinational Enterprises of the OECD

This policy aims to make guidelines for MNCs( multinational corporations) to follow in terms
of various py when it comes to Labor rights Environmental protection Consumer interest Anti-
corruption Though non-binding, compliance with the OECD guidelines is monitored by

National Contact Points (NCPs), which mediate disputes regarding corporate wrongdoing.
c. ISO 26000: Social Responsibility

Highlighting the broad scope of corporate social responsibility, ISO 26000 offers non-binding

advice to organizations on how to best consider social responsibilities and incorporate them
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into their strategies and operations. It focuses on seven foundational topics, such as human
rights and labor practices, fair operating practices, and community involvement. It is not a

certification, but rather a complete framework for responsible corporate behavior.
Regional and National Laws
a. India: Companies Act 2013

India's Companies Act, 2013 — a landmark CSR legislation. There are companies which based
on their turnover and profit meet certain thresholds in terms of annual net worth as defined
under Section 135. They are required to spend minimum 2% of the average net profit from last

three financial years towards CSR activities [1]. Eligible areas include:
Training and Development.

Healthcare and sanitation.

Environmental sustainability.

It provides a worldwide-first law that makes CSR spend out mandatory for corporations as

opposed to voluntary.
b. EU: Non-Financial Reporting Directive (NFRD)

NFRD: The non-financial reporting directive (NFRD) requires certain large companies in the
EU to disclose information about their non-financial performance, including environmental,
social and governance (ESG) topics. Its main focus is to increase transparency so that investors
and other parties can evaluate corporate strategies for their long-term sustainability. In the near
future, these requirements will encompass a wider array of businesses and more prescriptive
reporting standards with the introduction of the new Corporate Sustainability Reporting

Directive (CSRD).
C: Transparency and Disclosure Laws in the U.S.

Corporate Social Responsibility (CSR) in the United States is still conducted within a largely

voluntary framework, though certain laws mandate transparency on specific issues:

The Dodd-Frank Act: Compels firms to disclose information on conflict minerals and resource

extraction payments.

California SB657: Companies must disclose their efforts to eliminate human trafficking and

forced labor from supply chains.
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These laws highlight accountability through disclosure in measuring a corporation's

performance on social and environmental issues.
Voluntary vs. Mandatory CSR

Question of voluntary CSR vs. Legal Regulation The question of a global approach to
Corporate Social Responsibility (CSR) — whether CSR should be continuously pursued as a
self-regulatory effort or rather encouraged through mandatory legal tools — remains
contentious in the current corporate social responsibility landscape worldwide (Schwartz,

2023).
Voluntary CSR:

Voluntarism supporters claim CSR performs better when it is an intrinsic business strategic
value than a legal requirement. This voluntary framework provides flexibility, which allows

companies to adapt the CSR initiatives according to specific needs and contexts.
Mandatory CSR:

Supporters of obligatory CSR argue that without a legal enforcement mechanism, compliance
is only a matter of time until you find loopholes, and this argument is even more pronounced
when it comes to solving systemic social and environmental problems. In jurisdictions where
compliance with voluntary CSR laws has fallen short, such as India, companies would benefit

from a mandatory CSR provision like that in India’s Companies Act to truly effectuate change.
Conclusion and Recommendations

CSR History CSR has evolved from an exercise in philanthropy to a legally entrenched part of
the business process. The increasing amalgamation of legal components within corporate
strategies as CSR evolve points toward its crucial nature in solving social and environmental
challenges of the era. Business is not just responsible to shareholders anymore but also for
society as a whole, which further proves that business law plays an important function in

shaping more responsible behavior of firms.

The interaction of international standards, regional regulations and the voluntary-mandatory
debate clearly highlights dynamics in CSR governance. In an era of corporate accountability
and scrutiny, CSR cannot exist in isolation from the law if we are to ensure that corporations
serve a higher purpose and aid societal causes. Policymakers and businesses alike will continue
to struggle to strike the right balance between flexibility and standards capable of being

enforced.
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CSR laws represent a critical tool for aligning corporate activities with societal needs.
However, effective implementation requires addressing challenges related to enforcement,

uniformity, and cost considerations.

Governments should harmonize CSR laws to reduce regulatory fragmentation. Businesses
must adopt proactive approaches to integrate CSR into their operations. Stakeholders should

hold corporations accountable for meaningful CSR contributions.
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