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Don’t lure, persuade 

Fiscal rationale for poll promises will impart depth to electoral campaigns. 

Voter to judge financial viability:  

• The Election Commission of India’s proposal to require political parties to disclose the 

financial implications of the promises they make in their manifestos will add meaning 

and depth to electoral campaigns.  

• The idea that parties should communicate to electors the fiscal rationale for promising 

delivery of goods or services that would involve a significant outgo from the exchequer 

is already part of the Model Code of Conduct from 2015.  

• The ECI is now proposing a proforma for such disclosures. If parties agree and the idea 

is included in the Model Code, they will have to spell out the section of society that a 

particular promise is targeted at, the extent of coverage and the number of likely 

beneficiaries, and the cost of implementing it.  

• They must also spell out how the required resources will be raised. To give the parties 

an idea of the fiscal challenge that their promised schemes may pose, the Centre and 

the States have been asked to disclose details of the budget revenue receipts and 

expenditure as well as the outstanding liabilities.  

• The information, it is believed, will provide a framework under which a manifesto can 

be assessed by the voter from the perspective of its financial viability. It may also make 

parties treat manifesto preparation as a responsible exercise meant to persuade rather 

than lure the voter. 

Challenges:  

• There is bound to be some resentment among sections of the political class. It may be 

argued that the ECI should not get into the nitty-gritty of manifesto formulation, 

especially the manner of its implementation, as that will be the political and 

administrative responsibility of the party that comes to power on the basis of its 

promises.  

• The guideline itself arose from a Supreme Court judgment in 2013, upholding the right 

of parties to make electoral promises even if they involved distribution of consumer 

goods. It was held that such a promise would not amount to a corrupt practice, and as 

long as these were financed by budgetary allocations cleared by the legislature, they 

could not be invalidated.  
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• The Court also suggested that to prevent extravagant promises from upsetting the 

electoral level playing field, the ECI could lay down some guidelines.  

• In practice, however, the ECI’s guidelines did not elicit enough information, as parties 

made only routine and ambiguous disclosures. If implemented, detailed financial 

disclosures may help in informed voter choice, as rival parties are likely to subject 

manifesto promises to intense scrutiny.  

• It may also have a more meaningful impact, be it positive or negative, on the prospect 

of a party winning over the electorate with a single flagship promise. 

 

Strengthening the CSR framework is a profitable idea 

• Ever since the establishment of the Corporate Social Responsibility (CSR) regime in 

India under Section 135 of the Companies Act 2013, CSR spending in India has risen 

from ₹10,065 crore in 2014-15 to ₹24,865 crore in 2020-21.  

• But there is no data to verify whether this increase is commensurate with the increase 

in profits of Indian and foreign (having a registered arm in India) companies.  

• Besides, there were 2,926 companies in 2020-21 with zero spend on CSR while 

companies spending less than the prescribed limit of 2% rose from 3,078 in 2015-16 to 

3,290 in 2020-21.  

• There was also a decline in the number of companies participating in CSR — 25,103 in 

FY2019 to 17,007 in FY2021. 

• Besides, many private companies have registered their own foundations/trusts to which 

they transfer the statutory CSR budgets for utilisation. It is unclear if this is allowed 

under the Companies Act/CSR rules. 

Geographical bias 

• The first proviso to Section 135(5) of the Act is that the company should give preference 

to local areas/areas around it where it operates.  

• However, a report by Ashoka University’s Centre for Social Impact and Philanthropy 

says that 54% of CSR companies are concentrated in Maharashtra, Tamil Nadu, 

Karnataka, and Gujarat (receiving the largest CSR spends) while populous Uttar 

Pradesh and Madhya Pradesh receive little.  

• A high-level committee observed in 2018 that the emphasis on ‘local area’ in the Act is 

only directionary and that a balance has to be maintained. Unfortunately, this ambiguity 
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has left much to the discretion of the boards of these companies in the absence of clear 

percentages for local spends vis-à-vis other area spends. 

Neglect of environmental issues in CSR: 

• Schedule VII of the Act deals with broader environmental issues to create a 

countervailing effect.  

• However, an analysis of CSR spending (2014-18) reveals that while most CSR 

spending is in education (37%) and health and sanitation (29%), only 9% was spent on 

the environment even as extractive industries such as mining function in an 

environmentally detrimental manner in several States. 

Ineffective disclosure norms: 

• Under the existing regulation, monitoring is by a board-led, disclosure-based regime, 

with companies reporting their CSR spends annually to the Corporate Affairs Ministry 

(MCA) through filing of an annual report.  

• It is not known if there is a review of these reports and companies taken to task. A major 

issue with this design is that it focuses on output rather than quality of the expenditure 

and its impact.  

• The Standing Committee on Finance had also observed that the information regarding 

CSR spending by companies is insufficient and difficult to access. 

• As per the ‘Technical Guide on Accounting’ issued by the Institute of Chartered 

Accountants of India, a company is only required to mention its CSR spends, non-

spend, underspend, and overspend in the ‘Notes to Accounts’.  

• Additionally, an auditor can investigate only the details of spending and at most can 

question the board about its authenticity.  

• However, the auditor is not mandated to qualify the accounts for non-compliance or 

inadequate CSR performance in the audit report, a feature which can be instrumental in 

ensuring its compliance. 

A pathway to follow 

• There is a need to curate a national-level platform centralised by the MCA where all 

States could list their potential CSR-admissible projects so that companies can assess 

where their CSR funds would be most impactful across India with, of course, 

preferential treatment to areas where they operate.  



 

4 

 

07.10.2022 | Friday 

• Invest India’s ‘Corporate Social Responsibility Projects Repository’ on the India 

Investment Grid (IIG) can serve as a guide for such efforts. This model would be very 

useful for supporting deserving projects in the 112 aspirational districts and projects 

identified by MPs under the Government’s Sansad Adarsh Gram Yojana. 

• Companies need to prioritise environment restoration in the area where they operate, 

earmarking at least 25% for environment regeneration. 

• All CSR projects should be selected and implemented with the active involvement of 

communities, district administration and public representatives. 

Injeti Srinivas committee Recommendations: Way Forward 

• Recommendations by the high-level committee in 2018 should be incorporated in the 

current CSR framework to improve the existing monitoring and evaluation regime.  

• These include strengthening the reporting mechanisms with enhanced disclosures 

concerning selection of projects, locations, implementing agencies, etc.; bringing CSR 

within the purview of statutory financial audit with details of CSR expenditure included 

in the financial statement of a company, and mandatory independent third-party impact 

assessment audits. Since the Government itself has begun separate schemes for 

sanitation, water supply and education (listed in Schedule VII), steps to stop duplication 

and fraud are essential. 

• CSR non-spend, underspend, and overspend should be qualified by the auditor in the 

audit report as a qualification to accounts, and not just as a note to accounts. 

• The MCA and the line departments need to exercise greater direct monitoring and 

supervision over CSR spend by companies through the line ministries (for public sector 

undertakings) and other industry associations (for non-public units) instead of merely 

hosting all information on the Ministry’s website. 


