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Abstract

Organizations operate with an objective of wealth maximization by creating a sense of assurance that their operations are
ethical and beneficial to society. This assurance can be evaluated with the help of the Corporate Social Responsibility (CSR)
report. CSR is a plan of action to measure and to find out the contribution in improving the quality of life of society. Quality of
life is a widely debated term as it represents the standard of living and status of health. In the present scenario, the phrase
“health is wealth” is the real meaning of quality of life. The pharmaceutical industry has a major role to play in improving the
health of its people. India is the world’s largest producer of pharmaceutical products which includes medicines and vaccines.
Indian pharmaceutical industries provide 60% of the world’s supply which is being used both by the developing and developed
countries. Indian industries are quite sensitive to medicine at affordable prices. As a result, they have acquired a reputation as
the provider of standard, safe, and efficacious medicines across the globe. This has earned them the reputation of “Pharmacy
of the World”. Indian pharma has proactively engaged in developing covid-19 drugs and essentials to protect the life of the
people. They have collaborated with global farms to accelerate the process of drugs manufacturing and distribution. Looking at
its proactive participation and intent to be ahead in terms of drug availability to tackle the covid-19 pandemic situation, an
attempt has been made to study the CSR practices of three important pharmaceutical industries in India. Therefore, the paper
attempts to i) assess the CSR disclosure practices followed by pharmaceutical companies with the help of content analysis and
checklist; ii) examine the association between firm size/ownership structure with that of the quantity or quality of CSR
disclosures by the help of regression analysis.
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living, status of health

Introduction

Recognition of inclusive growth in the 11" five-year plan in
2006 laid the foundation of corporate social responsibility.
The plan acknowledged the importance of rapid growth
along with a pledge to adopt policies that will benefit larger
parts of the population that do not have access to basic
facilities like health, education, clean drinking water, etc.
The importance of inclusive growth made the Ministry of
Corporate (MCA) to issue voluntary guidelines on CSR in
2009 as the first step towards the concept of business
responsibility. This was further refined as National
Voluntary Guidelines (NVG) on social, environmental, and
economic responsibilities of business in 2011. NVGs
contained a set of nine principles out of which the 8th
principle focused on inclusive growth and equitable
development. Later on, this principle was translated into
mandatory provision of CSR in section 135 of the
companies act 2013.

Corporate Social Responsibility (CSR) served as a tool for
the corporates to assure the stakeholders that they operate
within the social boundaries to achieve inclusive growth. It
is expected that the corporates should respond to inclusive
growth according to the economic weight. However, CSR
practices have been undertaken by the corporates to avoid
disciplinary actions. Thus, if a company discloses only
SEBI Business Responsibility Report (BRR) requirements
and doesn’t voluntarily disclose information as per global
standards such as GRI, then such a company is perhaps
reporting merely out of legal pressure (Aggarwal and Singh,
2008). In this context pharmaceutical companies often

struggle to prove themselves as society-oriented instead of
profit. They tussle with Government and the public
regarding the prices. However Indian pharmaceutical
industries try to manage to provide medicines at affordable
prices that’s why they are known as the “Pharmacy of the
World”. As India is the pioneer of mandatory CSR practices
and the largest provider of generic medicine in the world so
an attempt has been made to assess the CSR practices of
pharmaceutical companies and to examine whether firm size
or ownership structure has any effect on the quantity or
quality of CSR disclosure.

The next section provides an overview of the literature on
CSR then this is followed by research methodology. After
outlining the research methodology each objective is
addressed succeeded by the conclusion, limitation.

Literature Review

Callan and Thomas (2009) ™ provided an update on the
assessment of the relationship between corporate financial
performance and corporate social performance. Return on
Asset, Return on Sales, Return on Equity, and Tobin’s q
were taken as the measures of corporate financial
performance. They concluded that the relationship between
corporate financial performance and corporate social
performance is not always consistent. Return on Asset and
Return on Sales were the financial performance that has
fairly consistent results while Return on Equity is suitable
for long-term analysis. Tobin’s q also appeared to be a
useful measure of financial performance in corporate social
responsibility analysis.
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Gallego (2009) B! worked to test the effect of shareholder
power and dispersed ownership structure on the decision to
disclose CSR information in the Spanish context. Financial
institutions, Dominant shareholders, and dispersed owners
were taken as the main stakeholders. The paper considered
116 non-financial Spanish firms. It was concluded that
Financial Institutions (FlIs), Dominant shareholders, and
dispersed shareholders do not affect the social disclosure.
Similarly, firm size has a negative effect at 95% confidence
level and a positive effect at a 90% confidence level.

Siregar (2010) [ investigated the effect of board size,
foreign ownership, firm size, profitability, and leverage on
CSR reporting and the possible effect of CSR reporting on a
firm’s future performance. It was deducted that board size
has a positive effect on CSR disclosure whereas foreign
ownership and leverage does not affect on CSR.

Yi-Chun, Mingyi, and Yongxiang (2017) [ examined how
mandatory disclosure of CSR impacts firm performance and
social externalities. It was inferred that CSR disclosure has a
positive effect on the pollution level. It was further observed
that CSR spending is driven by political and social factors.
Similarly, mandatory disclosure puts pressure to increase
their commitment to CSR disclosure.

Homaidi (2020) 1 aimed to examine the relationship
between the extent of voluntary disclosure level and
profitability of Yemen Islamic banks. The paper adopted a
self-developed disclosure index composed of 266 items, to
measure the level of voluntary disclosure information and
their association with the profitability. They concluded that
corporate governance has a negative association with ROA,
ROE, and PAT. Similarly, corporate social disclosure and
bank size have a negative and significant association with
profitability.

Riantani (2015) [ analysed the effect of financial
performance measured through company size, financial
leverage, and profitability on corporate social disclosure.
The research was based on three tobacco companies listed
on Indonesia Stock Exchange. The result showed that the
company size had a positive and significant effect on the
CSR disclosure, whereas financial leverage doesn’t have a
significant effect on the CSR disclosure.

Based on the literature review the research methodology of
this paper is developed.

Research Methodology

1. Data Collection

Data on the social disclosure performance of the companies
were collected from the sustainability reports. Similarly, the
financial performance figures were taken from the Annual
Reports of the companies for the year 2016-201 to 2020-
2021.

2. Data Size

The study relates to three pharmaceutical companies. The
three pharmaceutical companies are Sun Pharma, Cipla, and
Dr. Reddy. These three companies are among the top 10
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pharmaceutical companies in India for the year 2020 as per
rasayanika.com.

3. Period of the study
The period of the study relates to five years i.e., 2016-2017
to 2020-2021.

4. Research Tools
Data were analysed using content analysis, percentage,
correlation and regression analysis.

Objectives of the Study

1. To assess the CSR disclosure practices followed by
pharmaceutical companies.

2. To examine the association between firm size and
ownership structure with that of the quantity or quality
of CSR disclosures with the help of regression analysis.

Hypothesis of the Study

HO1: The social reporting on different dimensions as per
GRI standards is 100%.

HO02: The firm size is positively associated with the social
disclosure in annual reports.

HO03: The dominant ownership structure is negatively
associated with the social disclosure in annual reports.

HO04: The ownership structure and firm size has a positive
impact on social reporting

Social Standard and Disclosure

The GRI 400 disclosure standards have been taken as the
yardstick to assess the social disclosure practices of
pharmaceutical companies. GRI standards are selected as
the yardstick because it is universal in nature and it fulfils
the requirements of all the stakeholders like investors,
policymakers, employees, civil society and, etc. GRI social
standards help in understanding and communicating the
impact of activities undertaken by the companies on
sustainability issues like human rights, governance, and
social well-being. In this paper, only topic-specific
standards are taken into consideration. There are total of
nineteen topic-specific standards with 33 disclosures. The
nineteen standards are employment, labour-management
relation, occupational health and safety, training and
education, diversity and equal opportunities, non-
discrimination, freedom of association and collective
bargaining, child labour, forced or compulsory labour,
security practices, rights of indigenous people, human rights
assessment, local community, supplier social assessment,
public policy, customer health and safety, marketing and
labelling, customer privacy and socio-economic compliance.
There is total 33 disclosures for which one point is assigned
to each disclosure made by the pharmaceutical companies.
Zero is allotted for not disclosing social dimensions as per
GRI standards. So, the maximum score will be 33. The
score points of pharmaceutical companies will vary from 0-
33. The GRI social disclosure standards are stated in table-1.

Table 1: GRI Social Standards and Disclosures

Social Standards

Disclosure

Employment (401)

401-1

401-2 New Employee Hires and Employee Turnover

401-3 Benefits Provided to Full Time Employees That Are Not Provided
Labour /Management That Are Not Provided to Temporary or Part Time Employees

Relation (402)

Parental Leave
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402-1 Minimum Notice Period Regarding Operational Change
Occupational Health and Safety (403)
403-8 Workers Covered by An Occupational Health and Safety Management System
403-9 Work-Related Injuries
403-10 Work-Related Il Health
Training And Education (404)
404-1 Average Hours of Training Per Year Per Employee
404-2 Programs For Upgrading Employee Skills and Transition Assistance Programs
Percentage of Employees Receiving Regular Performance and Career
404-3 -
Development Review
Diversity And Equal Opportunity (405)
405-1 Diversity Of Governance Bodies and Employees
405-2 Ratio Of Basic Salary and Remuneration of Women To Men
Non-Discrimination (406)
406-1 Incidents Of Discrimination and Corrective Actions Taken
Freedom Of Association and Collective Bargaining (407)
407-1 Operations And Suppliers 'in Which_the Right to Freedqm of Association and
Collective Bargaining May Be At Risk
Child Labour (408)
408-1 Operations And Suppliers at Significant Risk for Incidents of Child Labour
Forced Or Compulsory Labour (409)
409-1 Operations And Suppliers at Significant Risk for Incidents of Forced or
Compulsory Labour
Security Practices (410)
410-1 Security Personnel Trained in Human Rights Policies or Procedures
Rights O Indl%lelnf_uls Peoples (411) Incidents Of Violations Involving Rights of Indigenous Peoples
Human Rights Assessment (412)
412-1 Operations That Have Been Subject to Human Rights Reviews or Impact
Assessments
412-2 Employee Training on Human Rights Policies or Procedures
412-3 Significant Investment Agreements and Contracts _That Includg Human Rights
Clauses or That Underwent Human Rights Screening
Local Communities (413)
4131 Operations With Local Community Engagement, Impact Assessments, And
Development Programs
413-2 Operations With Significant Actual and P_o_tential Negative Impacts on Local
Communities
Supplier Social Assessment (414)
414-1 New Suppliers That Were Screened Using Social Criteria
414-2 Negative Social Impacts in The Supply Chain and Actions Taken
Public Policy (415)
415-1 Political Contributions
Customer Health and Safety (416)
416-1 Assessment Of the Health and Safety Impacts of Product and Service Categories.
Incidents Of Non-Compliance Concerning the Health and Safety Impacts of
416-2 ;
Products and Services
Marketing And Labelling (417)
417-1 Requirements For Product and Service Information and Labelling
417-2 Incidents Of Non-Compliance Concerning Product and Service Information and
Labelling
417-3 Incidents Of Non-Compliance Concerning Marketing Communications
Customer Privacy (418)
418-1 Substantiated Complaints Concerning Breaches of Customer Privacy and Losses
of Customer Data
Socioeconomic Compliance (419)
419-1 Non-Compliance With Laws and Regulations in The Social and Economic Area

Source: www.globalreporting.org

For analyzing and comparison purposes percentage is
displayed in table-2. The percentage does not give much

information so the percentage table is followed by the actual
count on a year-basis and on disclosure basis.

Table 2
Total Score Reporting percentage non- Reporting percentage
Cipla 49 29.70 70.30
Sun Pharma 23 13.94 86.06
Dr. Reddy 44 26.67 73.33

Source: Author’s Own Calculation
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There is an attempt to find out how many GRI standards
have been followed by pharmaceutical companies. As
previously mentioned, one point is assigned to each
disclosure. So, the total score is 33 which is multiplied by
the number of years to reach at a maximum score. Then the
number disclosures disclosed by the organization are added
to find out the total score secured then the percentage is
calculated for the comparison. Among the three
pharmaceutical companies, Cipla has disclosed 29.70%
followed by Dr. Reddy with a percentage of 26.67%.

www.managejournal.com

Similarly, Sun Pharma stands at last with a percentage of
13.94%. It was observed that all three organizations have
not disclosed more than 70% as per the GRI standard. The
total score of the three pharmaceutical companies is less
than 50. The scores secured by Cipla, Sun Pharma, and Dr.
Reddy are 49,23, 44 respectively out of 165 scores. The
above table does not give much information regarding when
they started reporting and how many standards are
addressed by them for this purpose the year-wise points
scored by the companies are given in table-3.

Table 3: Year-wise Social Disclosure Scoring Points

Company Name/Year 2016-2017 2017-2018 2018-2019 2019-2020 2020-2021
Cipla 0 0 8 21 20
Sun Pharma 0 0 0 0 23
Dr. Reddy 10 12 11 11 0

Source: Author’s calculation based on Annual Reports of the companies

The table shows that Cipla who secured the highest
percentage in disclosing social responsibilities as per GRI
has started following GRI guidelines from the year 2018-
2019. In the year 2018-2019 only eight GRI 400 standards
were disclosed. Later on, there was a sharp growth in
disclosing GRI 400 from eight GRI standards to twenty-one
GRI 400 standards in 2019-2020 and 20 GRI 400 standards
in 2020-2021. In the case of sun pharma, the social
reporting as per GRI 400 has been disclosed from the year
2020-2021 but they have advanced themselves from zero to

twenty-three GRI 400 disclosure out of 33 disclosures.
Proceeding to Dr. Reddy it was marked that they have
started disclosing social issues as per GRI 400 from 2016-
2017 onwards. The last year i.e., 2020-2021 is zero because
the sustainability report is not available on the website.
Further, it was observed that the number of disclosures as
per GRI 400 is more or less constant throughout the years.
Supplementing the table-3 we tried to find out which GRI
400 disclosed were not disclosed by any of the organizations
in table-4.

Table 4

GRI Standards

Cipla

Sun Pharma

Dr. Reddy

401-1

2

1

4

401-2

401-3

402-1

403-8

403-9

403-10

404-1

404-2

404-3

405-1

405-2

406-1

407-1

408-1

409-1

410-1

411-1

412-1

412-2

412-3

413-1

413-2

414-1

414-2

415-1

416-1

416-2

417-1

417-2

417-3

418-1

FINININININOCOCOINWW|IFR|IFP|IO|ICOWWIWINO(Wwjw|w|o|lw|o|oN|w

419-1

0

Rlo|o|lkk|k|k|lololo|lok|o|r|k|loo|k|kk|kr|krkkR|RkRk|k ok |-

OO [([OMO|O|0|0|R|~|Oo|Oo(R (OO |O|W |~ |FP|IO|IR~IN|AlwWwO(OOC(O|W|>

Source: Author’s calculation based on Annual Reports of the companies
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Table-4 discloses how many GRI standards have been
disclosed by the pharmaceutical and how many are not
totally addressed by any of them. Cipla which has the
highest percentage of disclosures has communicated 23 GRI
400 disclosure. Similarly, Sun Pharma who secured the
lowest percentage has tried to disclose maximum disclosure
as per GRI 400 disclosures in its first attempt. Dr. Reddy
who had followed GRI from starting period i.e., from 2016-
2017 has disclosed only 15 disclosures as per GRI 400.
Further, it was observed that the disclosures like 402-1, 410-
1, 411-1, 414-1, 414-2, and 415-1 were not addressed by
any of the three companies. This is an indication that
organisations have adopted CSR to avoid disciplinary
actions. Though social responsibilities help in achieving
economic sustainability still the companies are behind in
following GRI standards. Thus, the null hypothesis (H1) is
rejected. As the study is based on secondary data, the reason
behind lower reporting is not clear. This could be scope for
future research.

Examining the Association between Firm Size and
Ownership Structure with CSR Disclosures

Every organization work hard to expand their business.
Expansion either in the form of revenue generation, increase
in profit, number of employees, market capitalization and
etc. The three pharmaceutical companies are counted as top
listed pharma companies of India. Out of the three
companies Sun pharma is the number one pharma company
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in India. So, here we tried to find out whether firm size and
ownership structure has any impact on social disclosure or
not. For the purpose of firm size number of employees and
market capitalisation is taken into consideration and for the
ownership structure the paper considered dominant
shareholder, financial institutions and the scattered
shareholders.

Employee’s efficiency and skill determines the future
prospect and growth of an organization. The skillset of
employees accounts 85% of a company’s total asset. So, a
motivated employee can make a significant difference in the
market. It was observed that among the three organization
the employee position of Sun pharma was constant
throughout the study period. This may be one of the reasons
for Sun pharma to stood as India’s top pharmaceutical
companies. Further employee position is taken into
consideration when the firm belong to the same industry.

As three of the organization belongs to the same industry
employee position is taken as one of the variables.

Market capitalization is the total value of a company’s
share. Market capitalisation indicates the size of the
organization and also acts as a determinant for the investors.
Market capitalization is segregated into large cap, middle
cap and small cap. Organisations falling under large cap are
known as “blue chips”. They are established and their brand
names are familiar to the consumers. So, an attempt has
been made to find out whether employee position and
market capitalization has any relation with the social score.

Table 5: Correlation table of Cipla

Employee | Mar_cap | Dominant | financial institutions |scattered | social_score | net_profit | total_asset
Employee 1 0.747 .948 -0.556 -0.724 0.753 0.738 0.678
Mar_cap 0.747 1 .906 -0.346 -0.466 0.166 0.271 0.387
dominant .948 .906 1 -0.582 -0.729 0.554 0.632 0.658
financial institutions -0.556 -0.346 -0.582 1 .959 -0.523 -0.791 -.979
scattered -0.724 -0.466 -0.729 .959 1 -0.692 -.907 -.962
social_score 0.753 0.166 0.554 -0.523 -0.692 1 .920 0.627
net_profit 0.738 0.271 0.632 -0.791 -.907 .920 1 0.833
total_asset 0.678 0.387 0.658 -.979 -.962 0.627 0.833 1

Source: Author’s own calculation

Table 6: Correlation table of Sun Pharma

Employee|Mar_cap|dominant|financial institutions|scattered |social_score|net profit| total asset
Employee 1 -0.637 0.316 0.67 0.478 -0.691 0.658 -0.1
Mar_cap -0.637 1 -0.664 -0.256 -.932 0.331 -0.771 -04
dominant 0.316 -0.664 1 -0.116 0.851 0.064 0.759 0.832
financial institutions 0.67 -0.256 | -0.116 1 -0.042 -.997 -0.066 -0.644
scattered 0.478 -.932 0.851 -0.042 1 -0.033 0.87 0.703
social_score -0.691 0.331 0.064 -.997 -0.033 1 0.017 0.6
net_profit 0.658 -0.771 0.759 -0.066 0.87 0.017 1 0.653
total_asset -0.1 -0.4 0.832 -0.644 0.703 0.6 0.653 1
Source: Author’s own calculation
Table 7: Correlation table of Dr. Reddy
Employee | Mar_cap | dominant [financial institutions| scattered | social_score | net profit | total asset
Employee 1 -0.068 -0.495 0.437 0.486 -0.239 -0.105 0.266
Mar_cap -0.068 1 0.669 -0.764 0.821 -.933 0.854 934
dominant -0.495 0.669 1 -.968 0.245 -0.404 0.821 0.549
financial institutions]  0.437 -0.764 -.968 -0.397 0.553 -.923 -0.631
scattered 0.486 0.821 0.245 -0.397 1 -.964 0.686 923
social_score -0.239 -.933 -0.404 0.553 -.964 1 -0.773 -.944
net_profit -0.105 0.854 0.821 -.923 0.686 -0.773 1 0.805
total_asset 0.266 .934 0.549 -0.631 .923 -.944 0.805 1

Source: Author’s own calculation
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From the above tables 5,6, and 7 it can be inferred that in
the case of Cipla the correlation between firm size and the
social score is 0.753, which is good. i.e., firm size is
positively associated with social disclosure in annual reports
whereas the correlation between market capitalization and
the social score is 0.166 which is moderate i.e., market
capitalization is positively associated but not significant. In
the case of Sun Pharma, the correlation between firm size
and the social score is -0.691, which indicates a negative
association. i.e firm size is negatively associated with social
disclosure in annual reports and also the market
capitalization and social score is strong but negatively
associated with a score of -0.771. The correlation between
firm size and social score in case the of Dr. Reddy is -.239
which indicates a lower association i.e firm size is
moderately associated with the social disclosure in annual
reports and the relationship between market capitalization
and social score is -0.933 which indicates a very strong
negative relationship. Thus, we can conclude that the firm
size has no relation with the social score and it is
inconsistent with other research papers. So, HO2 is rejected.

Organisation don’t vary in size only but also in ownership
structure. The ownership structure in India can be broadly
grouped into promoter’s group and non-promoter’s group.
The paper consciously selected three groups of ownership.
They are the dominant group which includes the promoter’s,
the financial institutions or institutional investors like
insurance companies, mutual funds, private foundation, and
etc. the last one is the scattered group which includes
individuals. From the previous research paper, it was
inferred that dominant shareholders are negatively related to
social disclosure (Lorenzo and et.al,2008) considering this
as the base HO3 was drawn to find out whether the dominant
shareholders have any negative relation with social
disclosure or not.

From the table 5,6, and 7 it was realised that dominant
shareholding has a moderate relation with the social score.
In case of Cipla it is positively and significantly related to
the social score, the r value is 0.554. Advancing towards
Sun pharma it was observed that the relation between
dominant shareholder and social score is positive but not
significant i.e., with a score of 0.064 similarly, in case of Dr.
Reddy the relation had a negative but insignificant. Along
with these lines we can conclude that dominant shareholders
had a moderate relation with the social score. In case of
financial institution, the relation with the social score is
significantly negative as the value of r in case of Sun
pharma and Cipla is -0.997 and -0.523 respectively whereas
in case of Dr. Reddy it is 0.553. The relation between the
scattered ownership and social score is negatively associated
in all the three cases. Thus, HO3 is rejected and our research
does not align with other research papers where dominant
shareholders are negatively related with the social score.
The dominant shareholders are interested in long term
survival and their reputation as mentioned by Anderson et
al. (2003).

Further there was an attempt to find out whether ownership
structure and firm size has any impact on social disclosure.
For this regression analysis was carried out. It was observed
from the table 8 that in case of Cipla the regression equation
is  Social Score = -64.251+0.002*firm  size
0.00000003*ownership  structure  from the  model
summary it can be concluded that the R squared is .612 and
the p value is more than 0.05% which mean the firm size
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and ownership has no impact on social score. In case of Sun
pharma, the regression equation is Social Score=8851.126-
0.298*firm size+0.0000007043* ownership structure. The R
square was .593 and the p value is more than 0.05% which
mean firm size and ownership structure has no impact. In
case of Dr.Reddy, the regression equation is Social score=-
23.473+0.002*firmsize-0.000001295*ownership  structure.
The R square is .998 and the p value is less than 0.05%
which mean the firm size and ownership structure has
impact on social disclosure.

Table 8: Model Summary

Std. Error of

R [R Square| Adjusted R Square the estimate

Cipla .782* .612 224 8.9966
Sun pharma | .770° .593 .187 9.18719
Dr.Reddy | .999° .998 .997 .2824

a. Predictors: (Constant), scattered, Employee

Conclusion

Indian pharmaceutical companies worked like a trojan for
the good health and well-being of the Indians. They have
shown their competence for the number of times, the only
thing they lack is communication. The Indian
pharmaceutical companies need to communicate to the
stakeholders and to the regulators to build a strong pharma
platform (Sajna T.@ DrugPatentWatch) the paper measured
only the social information published in annual reports as
per the requirements of GRI or not that does not mean there
is no social activity conducted by the three organisations.
The dominant shareholders should play a key role in
following the GRI guidelines so that the work of the
organisations can reach to all stakeholders. The hard work
and responsibility of Indian pharmaceuticals need no
introduction still it has to be communicated by the help of a
common language to create a mark in the field of pharmacy.
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