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The strong economic growth of the past two decades, which has helped India to shift from a developing nation into an
emerging market, is putting a strain on its infrastructure, its natural resources, and its social services. These are
important issues that entrepreneurs should take into account if they wish to do business in India.
Corporate social responsibility (CSR) is on the rise in India.
Instead of being likened to charity, CSR is increasingly being
viewed as an important part of a company’s core business. The
Netherlands and India signed a memorandum of understanding
in June 2011 to formalise collaboration agreements in the field of
CSR and corporate governance.

Social aspects
In terms of economic welfare, there are major discrepancies
between rural areas, urban areas, and the individual states in
India. Approximately 25% of the population lives below the
poverty line, with minority groups women, and the casteless
being among the country’s poorest inhabitants. Illiteracy is
another major problem. The majority of the population earns a
living in the informal sector, which does not ensure good
working conditions and social services.

Corporate community involvement
Most major Indian corporations have a CSR policy. With the
introduction of the Companies Act in 2013, nearly all major
companies located in India are now required to reserve 2% of
their profits for CSR activities. Medium-sized businesses, many of
which are family-owned and operated, are prepared to
implement a suitable CSR policy given manageable financial
investments. Small-scale, family-run industries (SSIs) account for
40% of the country’s industrial production.

These companies, which are vulnerable and tend to lack the
necessary capital, often ignore environmental legislation and
child labour laws.
Tip: focus on your core activities, which is the heart of your
business. Be transparent and demonstrate your social
commitment. After all, good community involvement is
extremely important.

Practical examples
Many Dutch-Indian companies adopt the CSR policies of their
parent companies. In terms of practical CSR investments, Dutch
exporters and investors and Indian companies all tend to focus
on knowledge and labour conditions. Employees have access to
knowledge about the products their company manufactures.
Some companies also focus on environmental aspects, such as
developing environmental standards for specific products, while
others provide employees and their families with training and
education opportunities. Large companies like Tata and
Hindustan Unilever are particularly active in this field.

CSR and the Indian government
The Indian government views CSR as an integral part of corporate
governance. The Indian Ministry of Corporate Affairs (MCA) has
established specific CSR guidelines that require all companies to
implement a CSR policy.

Key elements include maintaining an open dialogue with
stakeholders, pursuing ethical policies and practices, and
focusing on the environment, employment, and social
development. While India does have legislation governing issues
like employment, the environment, and social development,
these issues are approached very differently from what is
considered to be responsible corporate behaviour in the West.
One example of this is child labour laws. Although
implementation and enforcement sometimes fall short, in some
areas (such as pollution of the Ganges River) there is noticeably
stricter enforcement. As of this year, major companies are also
required to report on their 2% spending under the 2013
Companies Act. For the latest developments and relevant rules,
please contact the local Netherlands Business Support Office
(NSBO), the Dutch Embassy in New Delhi, or the Consulate
General in Mumbai.

Working conditions
The majority of Indian employees work in the growing informal
sector. These employees can expect very little in terms of
regulated working conditions and social security. India does have
comprehensive labour laws for the industrial sector and
government-run sectors like banking and infrastructure. Child
labour, however, remains a serious problem.
Tip: companies wishing to tackle child labour can refer to the
publication, ‘Out of work and into school: action plan for
companies to combat child labour.’
http://www.indianet.nl/actionplanchildlabour.html
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More information
•	The OECD guidelines clearly set out what the Dutch
government expects from international business abroad in
terms of corporate social responsibility. These guidelines offer
companies a framework for implementing codes of conduct to
help them combat social issues like child labour, the
environment, and corruption.
http://www.oecdguidelines.nl/
•	The International Labour Standards offer a framework for
comparing the labour conditions for the informal sector in
different countries.
www.ilo.org/global/standards/index.htm
•	MVO Nederland (Dutch organisation for corporate social
responsibility) offers comprehensive information about
corporate social responsibility in the Netherlands.
mvonederland.nl/csr-netherlands
For further information:
http://english.rvo.nl/topics/international/
corporate-social-responsibility

India faces a multitude of environmental problems, ranging
from air and soil pollution to biodiversity and water and waste
management. The country depends largely on coal for its power
supply, which has created a serious smog problem in the cities.
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Some thirty industries are subject to legislation governing waste
management and the environment. Companies in the
petrochemical sector, the paint sector, and the road construction
sector are required to obtain permits before starting an industrial
project. Many industrial companies, however, do not adopt strict
standards when it comes to preventing pollution. Sustainable
solutions for waste processing, such as composting, recycling, or
reusing materials, are still in its infancy. That said, the Indian
government has announced plans to invest heavily in renewable
energy sources, particularly in solar energy, in the future.
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