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efforts, the study finds that fundamental structural and behavioural biases severely
impede strategic investment in proactive ex ante Disaster Risk Reduction (DRR).
Integrating established theoretical frameworks, specifically Institutional Theory
and the Proximity & Signalling Bias, the analysis unpacks the root causes of the
misalignment. Empirical evidence shows that CSR funds are disproportionately
directed toward sectors offering easily quantifiable, high-visibility metrics (e.g.,
basic education and healthcare), critically neglecting highly vulnerable states and
complex, long-term DRR needs. The study uses powerful visualisations to illustrate
an investment gap to plug disaster risks through CSR funds. To bridge this structural
gap and transform compliance-driven spending into strategic investment, the study
proposes a set of integrated governance and policy imperatives. Key
recommendations include multiple options, ranging from redefining ‘disaster
management’ in Schedule VII, to establishing a tiered investment approach within
companies for segregated ex anfe and ex post financing or, implementing a Risk-
Weighted Expenditure Support Programme (RWESP). The RWESP establishes a
new Public-Private Partnership (PPP) model, enforcing a data-driven investment
strategy through co-funding from the State Disaster Mitigation Fund (SDMF) to
incentivize high-risk, high-impact projects. Collectively, these policy reforms,
coupled with an urgent reform of the reporting ecosystem to prioritize verifiable
long-term impact, have the potential to transform the CSR mandate into a truly
strategic, equitable, and sustainable instrument for national resilience building.
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1. Introduction: Contextualizing Statutory CSR and Disaster Risk Governance
1.1. The Global Imperative for Alternative Financing in DRM

The escalating impact of global hazards and climate change necessitates a substantial increase in public and
private financing [1,2] dedicated to Disaster Risk Management (DRM) [3]. Traditional reliance solely on public
sector budgets has proven inadequate to address both the vast requirements of preventative mitigation measures
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(ex ante) [4,5] and the massive capital needed for rapid response and recovery (ex post). In this environment,
identifying and leveraging alternative financing mechanisms is paramount to building resilience [6—8], aligning
specifically with the priorities set forth in the Sendai Framework for Disaster Risk Reduction (SFDRR).

1.2. India’s Unique Mandate and the Evolution of CSR

India stands as the pioneering country to legally mandate corporate social spending through Section 135 of
the Companies Act, 2013 [9]. This regulation applies to companies meeting specific financial thresholds (annual
turnover of 210 billion or more, net worth of X5 billion or more, or net profit of T50 million or more). Such
qualifying companies must allocate a minimum of 2% of their average net profit from the preceding three years
toward CSR initiatives outlined in Schedule VII of the Act. This transition from a purely charitable practice,
influenced by historical values such as Mahatma Gandhi’s concept of trusteeship, to a codified legal requirement
represents a dramatic governance shift [10,11]. The subsequent designation in 2019 of investments in “disaster
management, including relief, rehabilitation, and reconstruction activities” as eligible CSR expenditure solidified
CSR’s role as a potential state-backed alternate financial tool in the realm of disaster management [12].

1.3. Need for the Study
1.3.1. Unpacking the Scope of Eligible CSR Investments

The mandated CSR framework in India extends beyond mere compliance; its holistic purpose is
fundamentally aligned with achieving the global Sustainable Development Goals (SDGs) and fostering resilient,
risk-informed sustainable development [13—17]. This alignment is critical because the core thematic areas of
development covered by the 17 SDGs—such as eradicating poverty (SDG 1) and supporting sustainable cities
(SDG 11)—overlap considerably with the goals of effective Disaster Risk Reduction (DRR), which again is
aligned to the items specifically mentioned in Schedule VII of the Act. Schedule VII of the Act specifies the broad
categories in which companies can utilise their CSR budget. These categories are listed as 12 items.

Comparative and descriptive alignments of these 12 items with SDGs and SFDRR Priorities and Targets have
been illustrated in Table 1 below.

Table 1. Alignment of items on Schedule VII with SDGs and SFDRR.

CSR Item Description Key SDG SFDRR Priority .
No. (Original Schedule VII Wording) Alignment Alignment SFDRR Target Alignment
Priority 3 (Investing in
Eradicating hunger, poverty, and malnutrition; DRR for Resilience) & morﬂlt—:figteﬁa/?‘%e]ztgei?iz b
i promoting healthcare & sanitation (incl. Swachh SDG 1,2,3,6  Priority 2 (Strengthening ad drgssin un deprl E} y
Bharat Kosh); safe drinking water. Disaster Risk health/ & | }llalg
Governance) ealth/poverty vulnerabilities.)
Priority 1 (Understanding .
.. Promoting education (incl. vocational skills) and  SDG 1, 2, 3,4, 5, Disaster Risk) & Priority . T"‘?get B, D.(.Skllls. enhanc'e
ii o . P livelihood resilience; education
livelihood enhancement projects. 8 3 (Investing in DRR for s
Resilience) protects facilities.)
Priority 2 (Strengthening
Disaster Risk
Promoting gender equality, empowering women, Governance) & Priority 4 vulng;z{)%ﬁttAz)?h(iR}Tld lfzt;’ts'ec ted
iii  facilities for senior citizens; reducing inequalities for ~ SDG 1, 5, 10 (Enhancing Disaster ouDs: aliy ns Wigth i>1]101usive
backward groups. Preparedness for Effective g %1;1 l d%ac k Better.)
Response and ‘Build Back '
Better’)
Priority 1 (Understanding
Disaster Risk)
Priority 3 (Investing in .
Ensuring environmental sustainability, ecological DRR for Resilience) Target C, D (Reduces economie
. . . SDG 6, 7,9, 11, - . loss and damage by protecting
iv balance, conservation of natural resources (incl. Priority 1 (Understanding - o,
13,14, 15 : . ecosystems that provide critical
Clean Ganga Fund). Disaster Risk) & services.)
Priority 2 (Strengthening ’
Disaster Risk
Governance)
Priority 3 (Investing in
DRR for Resilience) & Target D (Focuses on
v Protection of National Heritage, art, and culture; SDG 4.8. 11 Priority 4 (Enhancing developing the resilience of
public libraries; traditional arts. * Disaster Preparedness for important cultural
Effective Response and infrastructure.)

‘Build Back Better”)
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Table 1. Cont.

CSR Item Description Key SDG SFDRR Priority .
No (Original Schedule VII Wording) Alignment Alignment SFDRR Target Alignment
Priority 2 (Strengthening
Disaster Risk
. Measures for the benefit of armed force veterans, war Govemanc?) & Prlorlty 4 Target A.’ B (aids a vulnere}ble
vi . . SDG 1, 3,4,8,16  (Enhancing Disaster population segment, reducing
widows, and their dependents. . .
Preparedness for Effective  overall exposure/mortality.)
Response and ‘Build Back
Better’)
Priority 3 (Investing in
. . DR.R for Resﬂlence) & Target B (Promotes health and
.. Training to promote sports (rural, national, Priority 4 (Enhancing : . -
vii . X SDG 3,5, 8, 10 . social cohesion, contributing to
Paralympic, Olympic). Disaster Preparedness for . -
. community resilience.)
Effective Response and
‘Build Back Better”)
Priority 3 (Investing in
DRR for Resilience) & Target A, B, C (Direct
viii Contribution to PM’s Relief Funds (for socio- SDG 1, 2,3,4,6, Priority 4 (Enhancing investment/aid reduces loss,
economic development/welfare of weaker sections). 9,10,15,17  Disaster Preparedness for mortality, and economic impact
Effective Response and on vulnerable groups.)
‘Build Back Better’)
Priority 1 (Understanding . .
. Contribution to incubators or R&D projects in Disaster Risk) & Priority Targf: tG (R&D 8 c?“c‘al fo‘r
ix (a) . . . e S creating and improving multi-
science/tech/engineering/medicine. 3 (Investing in DRR for hazard carly warning systems.)
SDG 8,9, 11, 12, Resilience) y g systems.
13,17 Priority 1 (Understanding

Contributions to public funded Universities; 1ITs;
ix (b) National Laboratories (like DRDO, CSIR) for SDG-
aimed research.

Target G, E (Enhances capacity
for risk assessment and informs
national strategies.)

Disaster Risk) & Priority
2 (Strengthening Disaster
Risk Governance)
Priority 3 (Investing in
DRR for Resilience) &
Priority 2 (Strengthening

Target C, D (Reduces economic

SDG 1,2,3,4,7, damage and disruption of basic

X Rural development projects.

9,11 Disaster Risk services in vulnerable rural
Governance) areas.)

Priority 3 (Inyf:stlng m Target A, B, D (Directly

DRR for Resilience) & . i
. SDG 1,2,3,4,6, A . addresses high vulnerability,

xi Slum area development. Priority 2 (Strengthening . .

7,9, 11 Disaster Risk mortality, and infrastructure

Governance) damage in slum areas.)

Priority 4 (Enhancing Target A, B, C, D (Directly

Disaster management, including relief, rehabilitation, SDG 1, 2, 3, 6,9, Disaster Preparedness for  addresses all four reduction
and reconstruction activities. 11, 13,15 Effective Response and targets through effective
‘Build Back Better”) response and recovery.)

Source: Authors; developed based on work done by Manchanda et al., 2024 [18].

1.3.2. Understanding the Status Quo to Establish the Need for the Study

There is broad agreement that the pursuit of SDGs and the implementation of SFDRR are mutually
reinforcing, with both frameworks aiming to reduce disaster risk and build resilience [19]. To explore the
relationship between achieving SDGs and fostering disaster resilience, a Pearson’s correlation test [20,21] was
performed between the SDG Composite Scores for Indian states of 2019-2020 [22] and the Disaster Resilience
Index calculated by the Government of India in 2018 [23].

As seen in Figure 1, the analysis confirms that states demonstrating stronger progress on the SDG Composite
Score generally exhibit better disaster resilience. Also, it is interesting to note that there is a very weak correlation
between SDG Composite Score and Vulnerability, which in a way confirms the theory that effective pursuance of
SDGs should not increase vulnerabilities.

It should be noted that parameters like Risk Assessment, Prevention and Mitigation, Risk Governance and
Disaster Preparedness (ex ante measures) are very strongly correlated with Disaster Resilience Index, even more
than Disaster Response, Relief, Recovery and Reconstruction (ex post measures). Therefore, the path of pursuance
of disaster resilience should inherently and logically encompass more ex ante measures. But interestingly, the
correlogram reveals that SDG composite Score has a stronger correlation with Disaster Response than with Risk
Assessment or Prevention and Mitigation. These evident mismatches suggest that when even when CSR is
theorised as a potential financial tool for resilient and sustainable development, the desired holistic contribution is
not fully materializing in reality.

This body of work posits that more can and must be done to unlock CSR’s strategic power. The current
ecosystem suffers from a prevalent focus on reactive managing disasters rather than proactive, ex ante DRR,
stemming from the persisting misinterpretation of the field as being limited to robust disaster response, relief and
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recovery capabilities rather than foundational preventive and mitigative measures. This gap is compounded by
severe regional and sectoral biases too. Consequently, the core focus of this study is threefold: (a) to conduct a
rigorous analysis of what is happening with CSR funds in the context of disaster management, providing evidence
through critical case studies such as the 2018 Kerala floods; (b) to systematically identify why it is happening by
introducing and integrating established theoretical frameworks such as Institutional Theory and Proximity Bias to
explain the persistent allocation gaps; and (c) to formulate concrete, scientifically grounded policy
recommendations on how it can be improved, specifically through governance enhancements and strategic
reporting mechanisms

Correlation Heatmap of Disaster Risk, Resilience, and SDG Indicators
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Figure 1. Correlation of Composite SDG Scores with different parameters.

2. Probing the CSR Landscape through Disaster Risk Management Lens
2.1. Sector-Wise Expenditure of CSR Spending

Schedule VII lists 12 areas for CSR spending, but a careful study of sector-wide spending in the past indicates
a preference toward selected areas like education, health, rural development, and environmental sustainability as
seen in Figure 2.

While it might be a common inference that investment in these sectors should ideally strengthen disaster risk
reduction processes, but a definitive confirmation demands further investigations.
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Sector-wise expenditure of CSR funds over the years
(in INR Crores)

@ Financial Year 2014-15 @ Financial Year 2015-16 B Financial Year 2016-17 @ Financial Year 2017-18 @ Financial Year 2018-19
Financial Year 2019-20 @ Financial Year 2020-21 @ Financial Year 2021-22 @ Financial Year 2022-23

Areas of investment

SOY Liow 0| oo | e | oo | oo [T ouss B
T T L Eorld o [ s [ o Lo

Health Care

Rural Development Projects
Environmental Sustainability
Poverty, Eradicating Hunger, Malnutrition
Livelihood Enhancement Projects
Vocational Skills "llllll 6443
Prime Minister's National Relief Fund H" II. 5655
Other Central Government Funds |||||II . 5094
Sanitation |||II" |3936
Nec/ Not Mentioned || II 3638
Art And Culture ”l“ 3280
Training To Promote Sports ”I |I 2356
Women Empowerment H| |I 1969
Safe Drinking Water H| 1779
Conservation Of Natural Resources “I 1722
Special Education || 1561
Swachh Bharat Kosh ” 1296
Socio-Economic Inequalities 1272
Animal Welfare |1109
Gender Equality |629
Slum Area Development 541
Setting Up Homes And Hostels For Women 470
Senior Citizens Welfare |466

Agro Forestry 441

Armed Forces, Veterans, War Widows/

Dependants | 429

Technology Incubators 232
Clean Ganga Fund 222

Setting Up Orphanage 219

Q
Q Q Q o o
@ S N O o AO° el WO° o &OF &7

Amount spent (in Crores INR)

Source: National Corporate Social Responsibility Portal, Ministry of Corporate Affairs,Govt. of India

Figure 2. Sector-wise expenditure of CSR Funds over the years (in INR Crores) (INR is Indian Rupee).

2.2. State-Wise Expenditure of CSR Spending

A detailed analysis of the CSR spending across the states of India reveals a skewed preference towards certain
states over the years. Interestingly, over 80% of CSR funds are directed toward highly industrialized states with
significant gross state domestic product (GSDP), such as Tamil Nadu, Andhra Pradesh, Madhya Pradesh, Gujarat,
Uttar Pradesh, Rajasthan, Maharashtra, and Karnataka, as highlighted in the RBI Report of 2022 [18], as revealed
in Figure 3.
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State-wise expenditure of CSR funds over the years
(in INR Crores)

@ Financial Year 2014-15 @ Financial Year 2015-16 @ Financial Year 2016-17 @ Financial Year 2017-18 @ Financial Year 2018-19
@ Financial Year 2019-20 @ Financial Year 2020-21 @ Financial Year 2021-22 @ Financial Year 2022-23

States

Karnatakal .... 1837 | 1986 BN
|
[T loofeooe B8
Tamil Nadu

AndhraPradeshI I . .-6713
ceri. |[]HEEN NI -

Uttar Pradesh

Gujarat

Rajasthan

Odisha

Telangana I“II II. 4193

Haryana IIIII }I l41sa

West Bengal “II

Madhya Pradesh I"”I 2562
Assam |||I|III2314
Chhattisgarh ""I III 2308
Kerala |||III II 2102

Jharkhand mm“l 1499

Uttarakhand H"II 1323
Punjab |||IEI 1259
ginar [[[[] o7
Himachal Pradesh "l 698
Jammu And Kashmir |459
Goa ‘ 381
Arunachal Pradesh | 234
Chandigarh 160
Manipur { 128
Meghalaya 123
Sikkim 115
Dadra And Nagar Haveli 112
Tripura 83
Daman And Diu 80
Puducherry 77
Nagaland 41
Mizoram 23
Andaman And Nicobar 19
Lakshadweep 3

S Q O QO Q Q O o O Q Q O Q Q O o
Q bl00 QJo() %00 O O O L O O ) O O O O

N
S G A A A | A AR AR A

Amount spent (in Crores INR)

Source: National Corporate Social Responsibility Portal, Ministry of Corporate Affairs,Govt. of India

Figure 3. State-wise expenditure of CSR Funds over the years (in INR Crores).
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Since the Resilience Index was calculated in 2018 [23], it would be logical to analyse the CSR expenditures
till 2018-2019 and the contemporary SDG Scores to understand the intersections better. A comparative analysis
reveals that the top 5 recipient states of CSR funds are also the top 10 performers in terms of pursuing SDGs and
also the top 3 states with greater resilience. For example, Maharashtra was the top recipient of CSR funds and it
proved to be the 3rd front-runner in terms of SDG pursuance as well as resilience building. Similarly, Tamil Nadu
was the Sth highest recipient of CSR funds and it proved to be the 2nd front-runner in terms of SDG pursuance as
well as resilience building. Gujarat was the 4th highest recipient of CSR funds and it proved to be 9th in terms of
SDG pursuance and the best state in resilience building

2.3. Corporate Engagement in CSR Spending

A detailed review of corporate engagement in CSR activities identifies that private sector companies have
always engaged more than the public sector units, as illustrated in Figure 4.

Companies Contributing to Corporate Social Responsibility
(in INR Crores)

@ Amount Spent by Private Sector Companies @ Amount Spent by Government-Owned Sector (PSU)

Financial Year

21,226.77
2020 - 2021

4479.16

19,642.41
2019 - 2020

15,972.25
2018 - 2019

13,446.2
2017 - 2018
3650.77

10,301.18
2015 - 2016
421412

11,101.05
2016 - 2017
3297.41

2014 - 2015

Amount Invested (in INR Crores)

Source: National Corporate Social Responsibility Portal, Ministry of Corporate Affairs, Government of India

Figure 4. Type of companies contributing to CSR.

Additionally, Reliance Industries Ltd. (Mumbai, India), usually functioning through the Reliance Foundation,
and the Tata conglomerate, working as the Tata Sustainability Group (TSG) (Maharashtra, India), emerge as the
top engagers in the CSR game through the contributions as seen in Figure 5.
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Top Corporate Social Responsibility Performers
(in INR Crores)

Top performers in terms of amount spent

@ Total 82013 - 14 (before Section 135) §2016 - 2017 2018 - 2019 | 2020 - 2021

Amount invested (in INR Crores)

3132.39

2000
1000
650.57 634.59 610.34 574.8
434.41 419.95
28 5306
= —
° w o T ° £T o b ° ° o o ] £T 9T o o ° » o
& 2 2 o8 2 5o = 2 2 2 2 =1 2 5 < g8 EZ B 11 S
a [P b1 3 = a = a a a a a = ca 3= 4 a [
¢ §5 S ¥ £ g g & 3 8 & & E=z gz 3z = & %
2 ] =] H H E @ 2 5 5T £28 28 T 3 g
55 L = F4 - s ] g c [rel~] 55 c ]
] 2% @ o a = o & & ot relt -1 ] £ & ]
a &8 €2 = E p z € = Py 58 @&& = & @
] Z9 oo 2 o = 8 © Qs 3 poll -] o o
c -2 oan =) S K S o s 2 2 S >
5 S ] 3 = o b ag 89 = s
- £8 £ T ] 5 = o £o = o
o - = c B S & s T
S 5 3 3 5 € P
= ° Q -
] < s H o
-3 = g e 2
@
Companies

Source: National Corporate Social Responsibility Portal, Ministry of Corporate Affairs, Government of India

Figure 5. Top CSR performers in terms of the amount invested by means of CSR.

An analysis of the Reliance Foundation’s Annual CSR Reports from 2014 to 2018 reveals substantial
investments in areas such as rural transformation (including livelihoods), health sector strengthening, urban
renewal, and disaster response. These initiatives align with the Sendai Framework’s Priority 3, which emphasizes
strengthening disaster resilience on the ground. Meanwhile, the Tata Sustainability Group has proactively revised
its CSR guidelines to ensure that disaster risk reduction (DRR) principles are integrated across all their CSR
activities. This shift signifies an increasing corporate focus on embedding DRR into broader development
objectives [24].

3. Explaining the Patterns of CSR Investment: Identifying Gaps towards Using CSR Funds as Alternative
DRR Finance Mechanism

The observed patterns of CSR fund allocation—geographically constrained and sectorally concentrated—are
not random choices but are strategic responses driven by internal corporate motivations, external regulatory and
stakeholder pressures, typical and parochial interpretation of risk-informed development.

3.1. Explaining Corporate Behavior via Institutional Theory

The framework of Institutional Theory tends to explain how CSR practices evolve under regulatory mandates
in India [25-27]. Institutional Theory posits that corporate behavior is shaped less by rational economic choice
and more by the need for legitimacy within its social, political and regulatory environment. This drive for
legitimacy leads to isomorphism, where firms adopt similar structures and practices. In the context of
India’s mandatory CSR, this pressure manifests through three mechanisms, which collectively drive the observed
resource concentration.

Coercive isomorphism stems from formal governmental and regulatory pressure, namely the Section 135
mandate itself, which compels compliance. However, since the regulation is broad on where to invest, it only
ensures spending occurs, not strategic allocation. This pressure successfully ensures capital mobilization but
inherently creates tension between simple legal compliance and true strategic societal impact [28]. Firms spend
the mandated amount but often anchor their actual expenditure around the 2% minimum without integrating CSR
into core business strategy. Normative isomorphism arises from professionalization, local communities, media,
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and NGOs. This pressure drives project selection toward socially expected and accepted areas. When companies
engage implementation agencies, such as NGOs, this reliance creates a self-reinforcing loop where project
selection is optimized for external legitimacy and operational ease, rather than tackling complex, structural
vulnerabilities. This tendency aligns with the concept of isomorphism—imitating successful competitors or
conforming to institutional standards—to achieve economic and social fit. In conditions of uncertainty—such as
how to spend on a novel area like DRR—companies mimic the behavior of successful or large peer companies—
mimetic isomorphism. If industry leaders prioritize high-visibility, localized projects, others follow, creating a
powerful, collective skew in allocation.

These isomorphic pressures combine to concentrate investment in high-visibility, low-complexity areas,
validating the theory’s fit with the current status quo of compliance-driven, rather than impact-driven. All of these
put together is a huge impediment towards utilising CSR for risk-informed development; until and unless the
essence of risk-informed development becomes a part of the business strategy, as seen in case of TSG [24],
investment in CSR would always be limited to injecting funds into eligible areas as mandated by Schedule VII,
based on conveniences like ease of implementation, socio-political incentive [29,30], external coercion [31,32],
greater visibility through quantitative metrics [33] etc.

3.2. Proximity Bias and Signaling Theory: The Geography of Giving

While Institutional Theory explains the push toward common behavior, the Proximity and Signalling Biases
specify the resulting misallocation of resources, particularly away from vulnerable states and complex DRR
initiatives. Proximity bias suggests that investing in projects geographically close to their operational headquarters
or major market centers because it is easier owing to the existing networks, fosters goodwill among local
populations and provides positive motivation for employees hailing from the same region [32,34-36]. This
strategic choice reduces implementation risk and complexity, as companies can directly oversee projects, which is
particularly relevant in areas where implementation feasibility is high. It is only in case of disaster responses that
corporate engagements are seen going beyond the usual territories of operation.

This phenomenon is further reinforced by signaling bias. Signalling Bias dictates a strong preference for
sectors that are easily measurable, offer rapid completion, and provide high public visibility; characteristics
essential for effectively signalling compliance and goodwill to regulatory bodies and stakeholders. CSR serves as
a signal of a firm’s commitment and moral character to its critical stakeholders (e.g., local regulators, employees,
consumers) [32]. A project implemented nearby provides a stronger, clearer, and more immediate signal than one
undertaken in a remote, unfamiliar zone. Consequently, corporate decision-making prioritizes visible, local
investment, fostering short-term visible outputs.

Interestingly, ex ante DRR projects (e.g., policy integration, capacity building, climate-proofing
infrastructure) are often high-complexity, low-visibility, and yield non-quantifiable returns in the short-term,
making them poor signalling mechanisms. This is exactly the case as seen in Figure 6, observed investment gap
between disaster risk index [23] and CSR allocation in different states.

Empirical evidence strongly confirms this dual bias. The analysis of CSR spending, as captured in the CRISIL
CSR Yearbook 2024 [37], shows a significant and sustained concentration of CSR funds, companies and projects
in a few clusters of states. Companies headquartered in the industrial hubs of Maharashtra and New Delhi
dominated the CSR landscape, together accounting for 61% of the CSR spend and nearly half of the company
headquarters. This concentration occurred despite these two regions accounting for just short of a third of the total
projects implemented. A second cluster of five states accounted for over a quarter of the spend and a third of
company headquarters and projects. The high concentration of corporate headquarters in these seven states/union
territories perhaps best explains the skew in spending, as the remaining states accounted for barely a tenth of the
spend, a fifth of the company headquarters, and just over a third of the projects implemented.

Additionally, the allocation of funds overwhelmingly in favoured sectors like Education and Health, which
offer established project models, clear metrics (e.g., number of students, clinic capacity), and positive media
visibility, regardless of a region’s specific, underlying disaster risks. This is precisely the pattern predicted by the
Signalling Bias.
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Investment Gap: Disaster Risk v/s CSR investments
(in INR Crores)

@ Disaster Risk Index (2018) @ Amount Spent FY 2014-2015 @ Amount Spent FY 2015-2016

@ Amount Spent FY 2016-2017 | Amount Spent FY 2017-2018 @ Amount Spent FY 2018-2019
® Amount Spent FY 2019-2020 @ Amount Spent FY 2020-2021 | Amount Spent FY 2021-2022
@ Amount Spent FY 2022-2023

Amount invested (INR Crores) Disaster Risk Index (out of 100)
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Source: csr.data.gov.in, Disaster Score Card for States and Union Territories of India, Govt. of India

Figure 6. Investment gap: CSR Investment v/s Disaster Risk Index.

3.3. The Measurability Constraint and Sectoral Concentration

The high preference for sectors like education, healthcare, and environmental sustainability is also a function
of signaling and cognitive biases. These sectors offer clear, objective frameworks, making CSR activities
straightforward to implement and, crucially, yielding tangible, easily measurable outcomes. This reliance on
quantifiable results, which are easily reportable, reinforces the prioritization of accountability metrics [33] over
assessing broader, complex social impact. This emphasis on the measurable reflects a corporate cognitive bias,
such as optimism bias, where managers may overestimate project effectiveness if metrics are simple, or
confirmation bias, favouring familiar, low-risk investments. DRR, which requires long-term, complex
interventions like policy advocacy through vulnerability & risk assessment, suffers under this constraint
because its impact is often non-linear and difficult to quantify in a single fiscal cycle, thus remaining
perpetually underfunded by mandatory CSR.

3.4. Ex Post Performance: CSR as a Disaster Response and Recovery Finance Tool

To obtain a comprehensive understanding of CSR’s performance as an alternative DRM-FM, it is essential
to analyse its function in both ex post response and recovery and ex ante disaster risk reduction.

Investment in disaster response, relief, and recovery—now explicitly mandated under the 2019 Ministry of
Corporate Affairs (MCA) notification [12] —predates this policy clarification, as demonstrated by the substantial
mobilization during the 2018 Kerala floods.

The total recovery needs for Kerala were estimated at $4400 million USD (INR 30,764.8 Crores), including a
specific requirement of $117 million USD (INR 818.06 Crores) for targeted sectors of education and health. The
subsequent fiscal year, 2018-2019, recorded the highest inflow of CSR funds to Kerala during the 20162021 period,
even surpassing the response seen during the COVID-19 period. A total of $248.53 million USD (INR 1761.58
Crores) in CSR funds was directed toward Kerala in that year. The visual illustration can be seen in Figure 7.
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CSR Investments in Kerala (2016 - 2021)
(in INR Crores)

@ Education, Differently Abled, livelihood @ Encouraging Sports
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@ Health, Eradicating Hunger, Poverty and Malnutrition, Safe Drinking water, Sanitation
Heritage Art And Culture
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@ Rural Development @Slum Area Development
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Source: National Corporate Social Responsibility Portal, Ministry of Corporate Affairs, Government of India

Figure 7. CSR investments in Kerala.

The COVID-19 pandemic, while representing the largest single-event CSR mobilization in India’s history,
is deemed unsuitable for analyzing the default institutional and behavioural biases (Proximity and Signalling Bias)
that govern typical CSR investments. This is primarily because the government, through a series of policy
modifications, deliberately altered the incentive structure and reduced the voluntary nature of the spending. Policy
modifications explicitly allowed CSR funding to be channelled into pandemic-related activities [38], including
preventive health care, sanitation, ex gratia payments, and quarantine facilities, in addition to contributions to the
PM CARES Fund and State Disaster Management Authorities. Subsequent tax modifications permitted a 100%
tax deduction for pandemic-related donations and allowed for the carry-forward of surplus spending. These
incentives substantially mitigated the signalling cost usually associated with non-local or non-traditional CSR
projects, effectively overriding the standard proximity bias observed in steady-state investment patterns. The
pandemic represented a universal, national crisis that nullified the need for corporate search costs and location
bias, forcing engagement across all regions.

While the corporate sector’s spending on health-related initiatives and contributions to national funds during
the pandemic validated the potential for rapid financial redirection under explicit government direction, the
fundamental behavioural patterns that drive everyday CSR decisions were temporarily suspended. The massive
65% drop in total CSR spending in 2020-2021 compared with 2019-2020 [18], despite the pandemic crisis, further
highlights the unusual and non-replicable nature of the COVID-19 response. It is also to be noted that these
investments in improving the health infrastructure were one off interventions with no plan of sustenance.

Another example is the state of Assam which is well known for its seasonal and annual floods. The 2022
floods in Assam were some of the most devastating that the state has ever seen, with over 5.5 million people
affected. Many corporates, through their foundations, launched intensive response and relief activities like the Tata
Sustainability Group [39] and the Adani Foundation [40].

The scale of financial mobilization following the Kerala floods (2018) or the Assam floods (2022) validates
the potential of mandatory CSR as a rapid, alternative financial supplement for post-disaster recovery efforts. This
success confirms that high-visibility, acute disasters generate sufficient institutional pressure (normative and
media-driven) to temporarily displace the typical proximity bias, forcing companies to respond strategically to
such crises. However, the analysis of this ex post deployment must be critically assessed.
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The very need for such massive ex post mobilization highlights the systemic failure of ex ante Disaster Risk
Reduction (DRR) investment, which remains the central problem of this research. Crucially, the subsequent
allocation of these recovery funds tended to revert to the established sectoral biases (education and healthcare),
even in a post-disaster context. This suggests that corporate response prioritizes easily manageable and high-
visibility recovery projects (e.g., rebuilding schools and clinics) rather than complex, long-term systemic recovery
needs such as resilient housing or ecological restoration.

3.5. Systemic Impediments to Ex Ante DRR Financing
3.5.1. Impediments Stemming from Conceptual Ambiguity

A correlation between the SDG Composite Scores for Indian states (2019-2020) and the Disaster Resilience
Index (Figure 1) from the Disaster Score Card [23] generally indicates a positive correlation; stronger development
progress correlates with better resilience. This invariably means that when a state pursues the sustainable
development pathway, it inherently cultivates resilience. But this ‘resilience’ is an amalgamation of 7 components
[23]—Risk Assessment, Risk Prevention and Mitigation, Risk Governance, Disaster Preparedness, Disaster
Response, Disaster Relief and Rehabilitation and Disaster Reconstruction. The first three components accrue to
DRR, while the later components, together, accrue to managing disasters or, disaster management.

A more rigorous dissection demonstrates that states which are not good performers on the SDG metrics,
usually lack the DRR components like risk assessment or integration of prevention and mitigation measures
(e.g., Nagaland). However, if such states exhibit better resilience, then it is driven by the disaster management
pillars (e.g., Uttar Pradesh, Assam).

This is primarily indicative of two important things. First, although the avenues demarcated in Schedule VII
conceptually embraces the principles of disaster risk reduction, the true essence of it is only limited to managing
disasters. This is evidenced by the fact that even latest Annual Reports of leading foundations (e.g., Reliance
Foundation) mentions disaster preparedness and management but not disaster risk reduction. The parochial
interpretation of the field of disaster management to merely managing disasters is pervasive and is, in some way,
proving to be an impeccable impediment in moving towards risk-informed progress from measurable social impact.

The second point is about understanding that there is a scope of building disaster and climate resilience by
ensuring that the core principles of DRR like disaster and climate risk assessment, prevention and mitigation
through anticipatory actions etc. are integrated into the favoured avenues of investment. The government does not
have the financial bandwidth to do all the groundwork for effective and efficient DRR and this is where the
engaging corporate houses can take turns. While such a step would supplement and complement government-aided
DRR work, giving wider visibility to the corporates, it would also require them to boldly move away from short-
term quantified metrics rooted in social impact only.

3.5.2. Governance Gaps in Implementation: The Short-Term Focus

46% of total CSR expenditures funnelled through NGOs, trusts, and societies [18]. While NGOs offer
expertise and local presence, they are typically driven by the need to secure continued funding by producing
measurable, visible, short-term outcomes. This aligns perfectly with the rising trend of flashing metrics
(the Measurability Constraint), creating a self-perpetuating cycle where short-term results are prioritized over the
reduction of deep-rooted vulnerabilities. This short-term focus, driven by the trendy skill of over-reporting success
through metrics, lacks the long-term foresight essential for building sustainable resilience.

3.5.3. The Engendering Process: Governance as a Resilience Lever

The analysis of board-level governance mechanisms suggests a promising route for overcoming thematic
biases. A study [41] revealed that companies with female chairs of their CSR committees demonstrated a
substantial 200% increase in spending dedicated to initiatives reducing gender inequality, rising from 14%
(FY 2016-2017) to 42% (FY 2018-2019).

This “engendering process” demonstrates that diversity at the board level governance acts as a potent
structural lever. Diverse perspectives shift thematic priorities away from traditional, low-risk, tangible projects
(health/education) toward complex, transversal social issues like inequality, inequity etc. Given that disasters
disproportionately impact different genders, integrating gender budgeting into CSR is not merely a social objective
but a necessary strategy for mitigating critical vulnerabilities, thereby strengthening community resilience and
equity. This finding highlights that regulatory tweaks focusing on board composition may be more effective in
driving thematic change than solely amending the list of eligible activities (Schedule VII).
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4. Strategic Tweaks: How to Leverage CSR for DRR?

The realization of CSR’s full potential as an ex ante DRR financing mechanism requires concrete policy
interventions that strategically counteract existing impediments in the CSR landscape.

4.1. Reframing Language in Schedule VII & Company-Level Regulatory Enhancements

The explicit inclusion of “disaster management” in Schedule VII must be revised to mandate a differentiated
investment strategy, moving beyond a parochial, response-only perspective. This is a complex task and would
require legal amendments and is arguably a long-shot.

However, without overburdening the engaging corporates with mandatory impositions, what the corporates
can, in turn, do is adopt a tiered allocation system, within their company’s CSR framework. This system would
require companies to dedicate a minimum, defined percentage of their annual CSR expenditure specifically to
Category A: Proactive DRR Projects (Risk Assessment, Prevention, Mitigation etc.). The remainder would be
available for Category B: Disaster Management (Response, Relief, Rehabilitation).

Alternatively, companies can develop guidelines to integrate and mainstream DRR principles into all
activities undertaken within the ambit of Schedule VII, as done by the TSG [24]. These refinements might steer
the investments routes towards long-term, strategic outcomes, inclusive of elements of DRR, which are currently
neglected due to their low visibility and complex measurability.

Adopting a tiered allocation system or following a guideline is within the ambit of decision of the CSR Board
of a corporate and hence can be easily undertaken, if the corporate is so interested.

4.2. Leveraging BRSR Reporting for Ex-Ante DRR Disclosure

The National Guidelines on Responsible Business Conduct (NGRBC), a revised and updated version of the
National Voluntary Guidelines on the Social, Environmental, and Economic Responsibilities of Business, were
introduced by the Ministry of Corporate Affairs in March 2019. Aligned with the SDGs, the NGRBC mandate
publicly traded companies to report their adherence to nine principles through the Business Responsibility and
Sustainability Report (BRSR). Developed by the Securities and Exchange Board of India (SEBI) in 2021 [42], the
BRSR serves as a comprehensive reporting framework that encourages listed companies to disclose their
responsible business and sustainability practices. This reporting structure encompasses various components,
including environmental, social, and governance (ESG) disclosures, providing investors and stakeholders with
valuable insights into a company’s sustainability achievements and accountable business practices. By promoting
transparency and accountability, the BRSR encourages businesses to engage more deeply with their stakeholders,
considering factors beyond financial performance, such as social and environmental impacts.

This shift in focus can foster a more responsible and sustainable business environment, ultimately
contributing to the mobilization of CSR investments for Disaster Risk DRM initiatives. However, this is limited
to the listed companies only and again, it comes down to the basics—this would require the decision-makers, the
project designers & implementers to understand the nuances of integrating DRR into projects.

4.3. Bridging the Investment Gap with Data-Driven Incentives

The visual evidence presented in Figure 6 highlights the significant misalignment between states with high
Disaster Risk Indices and the actual level of CSR investment. This investment gap requires data-driven
mechanisms to ensure the usage of CSR funds for holistic risk-informed development.

The current CSR landscape incentivizes low-risk, high-visibility and proximal projects (Signalling and
Proximity Bias). To structurally redirect CSR funds toward high-risk, vulnerable states and strategic ex ante DRR
projects, we propose implementing a Risk-Weighted Expenditure Support Programme (RWESP).

RWESP could be designed to establish a new model for Public-Private Partnership (PPP), creating mutual
stakeholding by leveraging state financial resources (via the State Disaster Mitigation Fund, SDMF) to co-fund
strategically aligned corporate DRR and climate action interventions. This moves beyond compliance to foster
collective resilience building, a step ahead of models like UNDRR’s ARISE [43].

The National Disaster Management Authority (NDMA) or an equivalent technical body, must establish a
dynamic, transparent and publicly accessible State/District Risk Index (SDRI), similar to the one developed in
2018 [23]. This index must disaggregate vulnerability, risk and resilience based on a composite measure of finer
parameters like what increases the exposure of the state / district to hazards, what makes it more vulnerable—
poverty, lack of infrastructure quality, ecological degradation etc. Based on the SDRI, districts/states will be
assigned a Co-Funding Credit, as illustrated in Table 2.
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Table 2. Co-Funding Credit based on SDRI Category.

SDRI Category Example CM Policy Rationale
o - . - o
High-Risk/Highly Vulnerable 25% of Corporate Maximum 1ncen't1ye to correct.P'rommlty Bias and address

Investment critical vulnerability hotspots.

S -

Medium-Risk 10% of Corporate To encourage engagem;nt in moderatelylvulnerable areas and
Investment prevent capital flight to low-risk zones.
Low-Risk/Industrialized 0% Standard CSR compliance, no additional support.

With this context, consider a company intending to spend 320 million (INR). If the company intends to invest
in a high-risk/highly vulnerable area as per the SDRI and its project is—the company would receive 25% additional
co-funding from the State Disaster Mitigation Fund (SDMF), as shown in Table 3.

a. aligned with the state disaster mitigation fund guidelines
b. aligned with the long-term disaster risk reduction and climate action aspirations of the state / district disaster
management authority

Table 3. Scenario based depiction of RWESP.

Spending Location Corporate Spend SDMF Co-Funding Total Project Value

Investment Scenario (SDRI) Strategic Alignment (in INR) (in INR) (in INR)
Scenario A (Status Quo) Low-Risk Basic Education %10 million 20 %10 million
Scenario B (RWESP High-Risk (e.g.,  Aligned with SDMF/DDMA 1 - o

Alignment) Coastal Odisha) (e.g., Early Warning Systems) 310 million 325 million ¥12.5 million

In Scenario B, the company spends the same ¥10 million (which counts fully towards their statutory
obligation), but the project’s total impact and financial value are boosted by 25% through the government
partnership. This co-funding, however, would be made available only if the project is a long-term intervention
such that year-on-year impact based assessments can be made.

This Risk-Weighted Expenditure Support Programme transforms the compliance calculus into a public-
private investment mechanism. It provides companies with a dual benefit—full CSR credit plus the enhanced
visibility and impact of delivering a large, strategically validated project in partnership with the state, becoming
key drivers of resilience building in critical areas.

While such programmes could ensure that CSR capital flows strategically to where it is most needed for
resilience building, the associated legal amendments and cross-ministerial / departmental negotiations can
encounter bureaucratic bottlenecks, making practical implementation improbable and hence the tiered allocation
system proposed in Section 5.1 is more feasible. It is important to remember that the bottom-line of adopting such
a system is to move towards an objective, data-driven approach of project selection and design that can overcome
the non-strategic, internalized biases of corporate decision-makers.

5. Conclusions and Recommendations

The mandatory CSR framework in India has unequivocally established its role as a critical alternative source
of finance in DRM, proving highly effective in large-scale ex post disaster response and recovery mobilization.
However, the analytical findings confirm that there are intrinsic structural biases, which perpetuate a critical
underinvestment in proactive, long-term ex ante DRR. To realize CSR’s potential as a truly strategic mechanism
for risk-informed sustainable development, the study recommends (Figure 8):

1. Mandating Strategic Capacity Building: To overcome the pervasive gap in proactive investment, wide-scale
capacity building is imperative for both corporate decision-makers and legislative authorities. This effort
must shift the focus to how core DRR principles can be structurally integrated into CSR projects within the
ambit of the areas mentioned in Schedule VII projects. This would essentially mean the capacity building
institutes like the National Institute of Disaster Management (NIDM) and other state level institutes pick up
this much needed task.

2. Embracing Data-Driven Investment: The observed misalignment between risk profiles of states and CSR
funding flow demands a strict shift toward data-driven investment strategies. By rigorously utilizing objective
data, the government can strategically close the chronic investment gap, if a system like the risk-weighted
expenditure credit system is used, or, individually companies can adopt similar strategies internally. Such
targeted capital channelling will complement and supplement core national and state-level DRR efforts,
conferring tangible benefits and accountability to engaged corporations.
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3.

Shifting Accountability from Metrics to Impact: The current prioritization of easily quantifiable, short-term
metrics inadvertently underserves the critical need for long-term structural change, often minimizing the
importance of sustained societal intervention. Corporate entities must transition their focus away from
demonstrating short-term “numbers” toward articulating the narrative of long-term social impact, the
quantifiable and qualitative changes resulting from sustained resilience-building efforts. This philosophical
shift moves beyond fleeting achievements toward verifiable, enduring societal transformation.

Leveraging the Ongoing ‘Engendering’ Process: The proven efficacy of the engendering process within
corporate governance, where board diversity drives thematic expansion toward complex issues like inequality
& inequity, must be leveraged explicitly for DRR. Decision-makers should actively encourage diversity to
mandate the integration of gender-sensitive and inclusive DRR principles. Innovative project models, such
as the provision of parametric insurance mechanisms for working women, exemplify how robust board-level
governance can translate into targeted, resilient social safety nets that directly address gender-based
vulnerabilities exposed during extreme events.

Revising the Reporting Ecosystem: To support a commitment to long-term impact, the CSR reporting
mechanism should be critically adjusted. Reporting requirements should mandate the disclosure of verifiable
impact observed over time and require longitudinal analysis, rather than relying on instantaneous, metric-
based goals which can lead to unintended consequences and “tick-box” compliance. This alignment,
particularly through the Business Responsibility and Sustainability Report (BRSR), is crucial for
incentivizing sustained corporate engagement and institutional accountability for systemic resilience.

Strengthening CSR Ecosystem

Proposed Framework

DATA DRIVEN

CAPACITY BUILD&E\\; P INVESTMENT

Urgent need to build the Immediate need to divert
capacity of decision makers away from biases and select
(CSR board members) as well areas & sectors based on
implementers  (NGOs and data

Trusts)

CONDUCIVE/_\\B " NUMBERS DO NOT

REPORTING : SHOW IMPACT
ECOSYSTEM et e e oo "“2}-

The new mandates showcasing numbers for
e outputs.
and requirements 4 F

should foster impact
based projects

A
ENGENDERING "

The domain is undergoing a
‘gendering’ transformations which can
aid in fostering disaster risk reduction

Figure 8. A framework to strengthen the CSR Ecosystem.

By implementing these recommendations, there is a chance that India can fully leverage its unique,

pioneering mandate, transforming corporate social responsibility from a merely reactive source of post-disaster
finance into a powerful, sustainable and strategic global model for long-term disaster risk reduction.
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6. Limitations and Way Forward

This body of work is characterized by several inherent limitations that shape its findings and scope. Primarily,
the study relies on a Disaster Resilience Index calculated in 2018 [23], which may not fully capture the rapid shifts
in state-level resilience or more recent disaster data. Furthermore, the authors deliberately exclude the COVID-19
pandemic from their behavioural analysis, noting that government-driven policy shifts temporarily suspended the
standard institutional and behavioural biases, such as proximity and signaling bias, that typically govern corporate
CSR spending. The study also highlights a significant measurability constraint, acknowledging that current
reporting frameworks struggle to quantify the non-linear, long-term impacts of proactive DRR compared to the
easily counted metrics of education and healthcare. Additionally, the focus on the Business Responsibility and
Sustainability Report (BRSR) limits the analysis of advanced reporting to listed companies, potentially
overlooking the unique challenges and contributions of unlisted firms.

Despite these limitations, this work builds significant traction for continuing this research by providing a
robust theoretical and empirical foundation for a way forward. By integrating Institutional Theory and Signaling
Bias, the study moves beyond describing the funding gap to explaining why it exists, creating a platform for more
targeted behavioural interventions. The proposed Risk-Weighted Expenditure Support Programme (RWESP)
serves as a novel public-private partnership model that incentivizes investment in high-risk zones through data-
driven co-funding. Furthermore, the study identifies board-level diversity as a powerful structural lever, suggesting
that future research could explore how corporate governance can overcome thematic biases to prioritize complex
issues like climate resilience. Ultimately, these strategic recommendations shift the discourse from mere
compliance to strategic, risk-informed investment, providing a clear roadmap for transforming India’s CSR
mandate into a sustainable instrument for national resilience.
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