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The concept of Corporate Social Accountability and its adjunct concept of Social Audit are in the process of evolution and crystallisation. They underline that corporate organisations have a responsibility to maintain and promote quality of life of the community.

That the concept is highly value-oriented is evident from the fact that even eminent thinkers like Prof. Milton Friedman question the very concept arguing that it is highly detrimental to economic growth and productivity. On the other hand, there are thinkers who are advocates of "technology with a human face", and that the study of economics should be based on the assumption that ultimately it is the people who matter in the process of economic development.

The concept of Social Accountability evokes a wide variety of divergent and often conflicting emotions among the thinking sections of the population. Juxtaposed to the perspective projected by Friedman, there are others who observe that the concept is not
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opposed to profit and profitability, but that it endorses "profit in a socially acceptable manner". At a different level, the concept is sought to be elaborated in terms of voluntarism and self-regulation vis-a-vis state regulation. by suggesting that Corporate Social Accountability begins where law ends.

THE INDIAN CONTEXT

Though the concept is an emergent of western models and process of industrialisatlon and the consequent social problems, the Indian scene provides a different set of contextual features. In the West which has seen early industrialisatlon. the concept has acquired the force of a movement against the adverse consequences of industrialisation, and near exclusive emphasis on profit and profitability. Having seen the material benefits of industrial growth and affluence, the West has started feeling the pinch of disruptive factors that emerge from industrialisation and materialism, having a deleterious impact on the community, social harmony and quality of life.

In the Indian context, in the first place industrial growth is seen as a panacea for all problems of poverty. Economic growth is seen as the essential means to promote social development. People were willing to sacrifice their life in public agitations in order to secure location of industrial units in their neighbourhood. In the West, the public organise themselves to resist location of atomic power plants.

in their neighbourhood! In India, people and State Governments, until yesterday, agitated for the location of atomic power plants in their respective regions. The status of economic development of a society at a given point of time lends particular context to issues of social accountability.

The Indian context is characterised by some significant developments. The Government of India appointed a committee on the problem, popularly known as the Sachar Committee. which observed: (a) the need for industry to become socially responsive, and (b) the need for legislated minimal standards. There was yet another Committee (1973) on "processual justice" headed by Justice V. R Krishna Iyer which observed that the economically weaker sections (in the industrial disputes) are dragged to the courts of law. and litigation prolonged. where the corporate organisations meet the expenses from the corporate funds whereas the workers are left in the lurch, with no staying power. 

In the year 1980, there was a significant development in that the Tata Iron and Steel Company (TISCO) invited a team of three eminent
persons
to undertake a "social audit" of their organisation and published the findings, in the form of a report. No other such exercise was undertaken and reported in India subsequently.

It is noteworthy that an estimated Rs.400 crores is spent per annum by corporate organisations on Corporate Philanthropy in India, encompassing educational, health, rural development and other activities which are publicised in the media.

There is also an interesting development in the form of a recommendation made at a workshop held in Delhi during October 1985 to the effect that the corporate organisations may pool, and float a national fund for promoting corporate philanthropy.

Two issues of corporate social responsibility - economic growth and social development have to be seen from an entirely different angle in the Indian situation. Having obtained political freedom, the founding fathers envisioned that economic growth (through rapid industrialisation) would facilitate the ultimate objectives of social development. Industry has been assigned this strategic role of facilitating and promoting social development in terms of a) eradication of poverty, (b) promotion of employment opportunities. (c) removal of regional imbalances. (d) promotion of industrial democracy and by these, and many other, to sustain and promote quality of life of the community.

THE SITUATION WITH REGARD TO SOCIAL ACCOUNTABILITY

The situation obtaining in India is admittedly complex, and could be seen in terms of three sets of components.

viz., (1) policy framework, and practices: (2) legislation and judicial dicta: (3) emerging consumerism and voluntary action. By no means the situation could be analysed exhaustively, in terms of these three sets of factors. Yet the situation is briefly described, as a background to the identification of emerging issues for consideration.

Policy and Practices: Some policy components that are relevant for the consideration are rooted in the Constitution of India, in the preambular statement and Directive Principles of State Policy. From an entirely different angle, public policy regarding location of industries (especially backward areas) with a view to removing regional imbalances and promoting development
of backward areas, monopolistic and restrictive trade practices, consumer protection, conservation of natural resources and others have a direct bearing on this concept of social accountability.

Any review of the situation obtaining in regard to the practices of industry and business, (both public and private sector) calls for empirical data. However, in the absence of such extensive and validated data, one has to take an overview of the existing practices. Thus viewed, the "Image" of the industry in India is such that the current practices are essentially focussed upon profit and profitability without adequate concern for social responsibility and accountability. Perhaps it is the exceptional practices which get into the media

thus shaping the image of the industry. But, in the ultimate analysis. it is the image that matters in influencing public attitudes and disposition, which in turn shape public policy. Thus viewed, the image of Indian Industry can be summed up in one statement that it has contributed to the attainment of great economic heights (given recognition to the variety of social and political constrains and limitations), and yet it has lost certain social sights.

Legislation andjudicial dicta: By the very definition of social accountability, it should be outside the framework of law; accountability should be social, i.e., voluntary but not statutory. However, if voluntary accountability is missing, legislation and legislated norms are imposed by the society. Thus, a spate of legislation has been enacted encompassing areas such as minimum wage, conditions of employment, hours of work, safety at work, efficient treatment, consumer protection and safety etc.

Although judiciary is supposed to apply law but not make law, judicial dicta has gone far beyond legislated norms in regard to corporate social accountability. Thus the Supreme Court established the norm of vicarious liability on the premise that it would be a travesty of justice if the big business houses are allowed to defeat the prosecution launched and avoid facing the trial on the technical flaw…. for their alleged, deliberate and wilfull breach of the provisions

of the Water (prevention and control of pollution) Act 1974. Similarly the Supreme Court observed on a number of occasions how, corporations (especially the public sector corporations. which are projected as model employers) "fight needless litigations, raising needless objections, and adopting needless postures". The Supreme Court also passed strictures on several corporations for resorting to and dragging litigation in order to harass the weaker sections in prolonged litigation.

At an entirely different level, people in high authority observed that unless continuous vigilance was maintained, "the powerful links between bureaucracy and business and industrial houses which vitiate the system cannot be broken". Even the existing legislation is being tightened on several counts (e.g. imprisonment for default in repayment of public deposit. and maintenance of proper provident fund accounts and its timely payment). The Sachar Committee emphasised legislated norms in regard to some aspects of corporate social responsibility in order to promote better compliance of desirable standards. The Committee on Processual Justice recommended that expenses on litigation between employers and employees should be met from the corporate funds (with appropriate safeguards to avoid possible misuses).

Consumerism and Voluntary Action: In the face of increasing legislation and also judicial activism

expanding the scope and substance of social accountability of corporations, the Indian situation is also characterised by what may be called organised consumer movement as also voluntary action to promote what may be called socially acceptable behaviour and standards on the part of corporate organisations.

Many corporate executives argue that while they are not opposed to corporate social responsibility, they insist that it is for the state to (a) provide social services leaving the corporate sector to produce, and (b) that in the event of State insisting upon the corporations to meet social obligations, such obligations should be clearly defined by the State itself, instead of leaving it to the business and industry to define it for themselves.

EMERGING ISSUES

The issues emerging from the situation, in the Indian context may be seen as falling into many compartments. However, a few of the dominant issues have been indicated below:

There appears to be a series of gaps in the policy framework obtaining in the country. It is not perhaps settled whether the policy should be supported by legislation and state action, or otherwise left to the corporate sector. Perhaps state is better placed to formulate adequate and comprehensive public policy statement in regard to corporate social accountability.

and to leave it to the industry to implement the policy, outside the purview of law.

There is a great need and scope for linking and correlating, through corporate action, social development, distrtbutive justice, and economic growth.

The managerial profession in India may perhaps initiate concerted action to translate the concept of social accountability rather than to react to the demand made from the various interests, and prodded by the State. It is a professional opportunity to provide conceptual clarity, and evolve an action plan. If the profession does not take the initiative, it might lose a professional opportunity.

The profession might also develop an ethical framework (a code of ethics) which should govern its professional role and
a mechanism for professional self regulation, in the mutual interest of industry and the community. The existing codes have to be activated.

The role of state and legislation is perhaps best attained by promoting voluntarism and participative process rather than through legislated norms.

Assuming that social accountability and responsibility are concepts no more vague, and no more optional, it is best left to the, profession to operationalise the concept, evolve a methodology, alongside norms for a mechanism and frequency of social audit. In the absence of such voluntary social audit, we may perhaps

end up in a paradoxical situation of "Statutorily regulated social audit"

SOCIAL RESPONSIBILITIES OF COMPANIES:

A NOTE ON SACHAR COMMITTEE REPORT

There has been an explosion of interest in the company's social responsibilities in recent years, and the phrase "being a responsible corporate citizen" has already become a managerial cliche of the seventies.

The very impact of the corporate sector in terms of finance and employment shows that the well-being of the corporate sector is of considerable significance to the society. In the environment of modern economic development, corporate sector no longer functions in isolation. The company must behave and function as a responsible member of the society just like any other individual. It cannot shun moral values nor can it ignore actual compulsions. The real need is for some focus of accountability on the part of the management not being limited to shareholders alone.

In modern times, the objective of business has to be the proper utilisation of resources for the benefit of others. A profit is still a necessary part of the total picture but it is not the primary purpose. This implies that the claims of various interests will have to be balanced not on the narrow ground of what is best for the shareholders alone but from the point of view of what is best' for the community at large. The

company must accept its obligation to be socially responsible and to work for the larger benefit of the community.

The acceptance of this concept of social responsibility must be reflected in the information and disclosure that the company makes available for the benefit of the various constituents like shareholders, creditors, workers and the community. Openness in corporate affairs is the first principle in securing responsible behaviour.

No enlightened management can really remain aloof to the national problems such as upemployment, over population, rural development, environmental protection including conservation of resources, control of pollution and provision for clean drinking water.

Accountability of the public sector to the people through Parliament must find its parallel in the private sector in the form of social accountability which is, in the view of the committee, a mere extension of the principle of public disclosure to which a corporation must be subject. Every company, apart from being able to justify itself on the test of economic viability, will have to pass the test of a socially responsible entity.

The Committee has recommended that in order to ensure implementation of the concept of social responsibility and dissemination of adequate

information in this regard, a provision should be made in the Act that every company, along with the directors' report, shall also give a social report which will indicate and quantify in as precise and clear terms as possible the various activities relating to the social responsibility aspects which have been carried out by the company in the previous year. It may be mentioned that some companies in European countries and the USA have already started to make a report of their social performance, such as, the impact of the company's production processes on the physical environment, consumer benefits, employment policy and trading arrangements, community development and work environment, advances in treatment of waste, action to conserve energy, etc.
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