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Abstract:


Corporate Governance has become a buzzword for the organizations today. SEBI guidelines clause 49 lays emphasis on corporate governance.  In his welcome address, at a 'Seminar on Corporate Governance' organized jointly by SEBI, FICCI and CRISIL on 25th February 2004,  Mr. Y. K. Modi, President FICCI said, "Good corporate governance is the key to enhance the long-term value of the company for the benefit of shareholders and other stakeholders. The pillars on which the edifice of corporate governance stands are Fairness and Accountability.”  Thus it becomes necessary for every organization to achieve high standards of corporate governance.  When we talk of higher shareholder & stakeholder value, the first name that comes to our mind is undoubtedly the 'Tatas'.  Tata brand stands for trust and confidence for past several decades.


Corporate Governance is not a science subject to immutable rules.  It is a culture of relationships.   This research paper, attempts to study corporate governance with special reference to Tata Group.  For the Tatas, customer satisfaction, employee welfare, and returns to shareholders all go hand in hand.  They maintain higher standards of Corporate Social Responsibility.  Tata Code of Conduct, Tata Business Excellence Model, Global Reporting Initiatives,  core values practiced by the group,  all talk volumes about the business excellence with high standards followed by the Tata Group.   Corporate governance is a way of life at the Tata Group.

Methodology :  The attempt is to study corporate governance with respect to the Tata Group.  Tatas have a legacy of more than 100 years and continues to be one of the most revered brand even today.  The group strictly adheres to a high degree of corporate governance practices.  The research focuses on the various initiatives and business practices undertaken by the Tata Group in relation to corporate governance.  The secondary data is gathered by the review of literature pertaining to both 'Corporate Governance' and the 'Tata Group'.  The research also involves a few unstructured interviews with some of the executives working with the Tata Group, to get the primary data on the research topic.  Annual Reports of various Tata Companies were also reviewed.

Corporate Governance : The Tata Way…

What is Corporate Governance?


Adrian Cadbury, whose report has become the Bible of Corporate Governance, defines Corporate Governance as 'a system or process by which companies are directed and controlled.'  The bedrock of good corporate governance is conducting the affairs of a company in such a way as to ensure fairness to customers, employees, investors, vendors, the government and the society at large.  It requires quality of leadership, values, transparent management, vision and goals, respect for law, and sense of social responsibility for which there are no rigid standards.  The Confederation of Indian Industry’s 1998 Code of Desirable Corporate Governance limits claimants in the first instance to shareholders and various types of creditors.  Likewise, the Securities and Exchange Boards of India’s Kumar Mangalam Birla Committee on Corporate Governance stated that corporate governance should be “the enhancement of the long term shareholder value, while at the same time, protecting the interests of the other stakeholders.”


Trucker (1984) identifies four crucial components of corporate governance:

· Setting corporate direction

· Involvement in executive action

· Supervision of management

· Accountability


Corporate Governance is a process or a set of systems and processes to ensure that a company is managed to suit the best interests of all.  The systems, which can ensure this, may include structural and organizational matters.  The stakeholders may be internal stakeholders (promoters, members, workmen and executives) or external stakeholders (shareholders, customers, lenders, dealers, vendors, bankers, community, government and regulators).  Corporate Governance is concerned with the establishment of a system whereby the Directors are entrusted with the responsibilities and duties in relation to the direction of corporate affairs.  It is concerned with accountability of persons who are managing it towards the stakeholders.  It is concerned with the morals, ethics, values, parameters, conduct and behaviour of the company and its management.


The concept of Corporate Governance hinges on total transparency, integrity and accountability of the management, which includes non-executive directors.  It is a system of making management accountable to the shareholders for effective management of the companies, in the interests of the company and also with adequate concern for ethics and values.  Corporate Governance recognizes issues like maintaining continuity by succession planning, identifying opportunities, facing challenges and managing changes within the business and allocation of resources towards the right priority.


Maximizing shareholder wealth is the corner stone of corporate governance.  The large and professional investors, mutual funds and pension funds have analytical skills and business acumen and can play a vital role in Corporate Governance, because such investors and shareholders would have the same objective of maximizing the shareholders wealth.


Corporate Governance mainly consists of two elements i.e. A long-term relationship, which has to deal with the checks and balances, incentives of mangers and communications between the management and the investors.  The second element is a transactional relationship involving matters relating to disclosure and authority.


Corporate Governance deals with laws, procedures, practices and implicit rules that determine a company’s stability to take managerial decision vis-à-vis its elements, particularly its shareholders, creditors, state and employees.  Corporate Governance refers to an economic, legal and institutional environment that allows companies to diversify, grow, restructure and exist and do everything necessary to maximize long-term shareholder value.


Fredrich Neubauer and Ada Demb in “The Legitimate Corporation” identify six groups of commonly distinguishable stakeholder, viz:

· Providers of funds – Shareholders

· Employees

· General Public

· Government

· Customers

· Suppliers



The 1998 Corporate Governance Report to the OECD by its Business Advisory Group headed by Ira Millstein, the US lawyer and governance guru, emphasized that while unequivocally asserting the generation of long-term economic gain to enhance shareholder value as Corporation’s central mission, also recognizes the link in success, and its ability to align the interests, the OECD document admits that, at times, there may have to be a trade-off between short term social costs and long-term benefits to society in having a healthy, competitive private sector, and recommends that societal needs that transcend the responsive ability of the private sector should be met by specific policy measures rather than impending improvements in Corporate Governance and capital allocation.


Corporations that wish to adopt a Code of Corporate Governance can choose from several models that have already been available by institutions as diverse as the World Bank and the International Corporate Governance Net-work.  These will help companies address issues that are related to the composition and role of the board, the preferred level of disclosures and transparency, the role of audit and compensation committee, accountability to shareholders, and corporate ethics.  Some of these models include the finer aspects of Corporate Governance like defining the mission of the modern corporation and describing its societal imperatives.  One crucial aspect of governance is investor-friendliness.  Companies will have to focus on understanding the expectations of diverse groups of investors and constantly communicate with them.


In the opinion of Adi Godrej, the benefits of having top-notch corporate governance are plenty, which include:-

1. Good governance provides a competitive advantage in the global marketplace.

2. Governed companies raise capital widely, easily and cheaply.

3. Governance leads to improved employee morale and higher productivity.

4. Well-governed companies last longer.

Definitions:

Let us now discuss some of the important definitions of Corporate Governance.

1. “Corporate Governance deals with the ways in which suppliers of finance to corporations assure themselves of getting a return on the investment.” The Journal of Finance, Shleifer and Vishny, 1997 (page 737)

2. “Corporate Governance is about promoting corporate fairness, transparency and accountability.”  J.Wolfenson, President of the World Bank as quoted by an article in Financial Times June 21, 1999

3. “Corporate Governance – which can be defined narrowly as the relationship of a company to its shareholders, or, more broadly, as its relationship to society …”  Financial Times 1997

4. “Corporate Governance is the system by which business corporations are directed and controlled.  The Corporate Governance structure specifies the distribution of rights and responsibilities among different participants in the corporation, such as, the board, managers, shareholders and other stakeholders, and spells out the rules and procedures for making decisions on corporate affairs.  By doing this, it also provides the structure through which the company objectives are set, and the means of attaining those objectives and monitoring performance.”  OECD April 1999 (OECD’s definition is consistent  with the one presented by Cadbury, 1992)

5. “Corporate Governance is a field in economics that investigates how corporations can be made more efficient by the use of institutional structures such as contracts, organizational designs and legislation.  This is often limited to the question of shareholder value i.e. how the corporate owners can motivate and/or secure that the corporate managers will deliver a competitive rate of return.  Mathiesen (1999)

Corporate Governance and Management



The complex growth of modern business and emergence of corporate giants necessitate and require professionalized approach in governance and management of corporations.  The changing global corporate scenario also emphasizes that a good management owes not necessarily to effective organization culture but to a great extent to the mission, vision and proactive approach of the top management.



The success of an organization greatly depends on the leadership, human resources and information system, etc.  Organizations have to be well structured and steered by professional managers.  The structure of an organization must suit the mission and should aim at enhancing the commitment to optimize the resources.  Thus, there is need for a value committed professional organization opportunities for the professional managers to exemplify their potential for the common objectives of accomplishing the goal.  In view of the advancement in information technology, technical expertise coupled with professional vision, commitment, objectivity, responsiveness and proactive approach can add to the professionalization of Corporate Governance and Corporate Management.

Management of Corporate Governance



Managing Corporate Governance is a complicated task as all corporate may not be professionally managed.  This position becomes further compounded when confronted with the manner of enforcement of code of good corporate practices.  There is no scope for imposition of such code of the corporate from the above, but the need to evolve such a code by the corporate financial institutions themselves is nonetheless relevant and important for the future of corporate, major stock holders and lenders of finance, whose nominee directors are on the Boards of assisted concerns have a proactive role to play though Audit Committees in evolving a code for incorporate practices to suit our needs and economic development.

Critical areas for good governance

1. The Board of Directors :  The Board of Directors must overview the performance, vouch for the accuracy of company’s disclosure and disgorge personal profits from corporate wrongdoings.  The board should contribute substantially in the performance and growth of the company.  The external directors in the board should be selected purely on the basis of their experience and expertise.

2. Executive Pay :  The executives must be rewarded handsomely for their contribution to the company.  Peter Drucker has long warned that the growing gap between CEOs and workers could threaten the very credibility of leadership.

3. Accounting :  Corporate accounting is very important.  The Auditors should rotate after certain years to ensure a fresh look by an audit firm.  An expanded auditor statement in the Annual Report should be there instead of just asserting that the financial statement meet generally accepted accounting principles.

4. Analysts :  Analysts should present real position of a company.  They should not play with words and figure and misguide investors.

Corporate Governance – Global Scenario



Governance in relation to a business organization concerns with the intrinsic nature, purpose, integrity and identity of the organization and focuses primarily on the relevance, continuity and fiduciary aspects of the organization.  It involves monitoring and overseeing strategic direction, socio-economic and cultural context, externalities and constituencies of the organization.  Hence, Corporate Governance may be called as an umbrella term encompassing specific issues arising from interactions among senior management personnel, shareholders, and board of directors, other constituencies and the society at large.  It deals with the exercise of power over the directions of enterprise, the supervision of executive actions, and acceptance of a duty to be accountable and regulations of the affairs of the corporation.


With the enactment of Joint Stock Companies Act, in 1844, the English Company Law became one of the most permissive in the world and the concept in subsequent years became the basis of the Corporate Governance and framework for company law in many jurisdictions including India, Hong Kong, New Zealand, Singapore, South Africa as well as the states in Australia and provinces in Canada.  Company Law developments in United States, though not directly influenced by the English Model, evolved along similar lines reflecting similar ideological traditions.  However, development in continental Europe followed a different path.  The German Corporate Governance system is generally regarded as the standard example of an insider-controlled and stakeholder-oriented system.  In many European countries, shareholders exercise lesser control than the workers and similarly, in Germany the representatives of Union serve on Supervisory Boards.  Until recently in Japan, shareholders virtually played no role except to provide capital.  In India too, the institutional investors and other shareholders were passive investors and the companies were governed as family business.  However the situation is changing fast with perceptible change in the profile of corporate ownership and insinuative improvement in Corporate Governance.

The Indian Experience



By the virtue of being family owned and managed, in most Indian companies, in 1920s and 1930s, the executives and directors were either the promoters themselves or their kith and kin – people they trusted.  Independent directors used to be those who had close family, personal or professional connections with the owners of the company.  During the British Raj, Indian industry had to maintain a balance – grow the business, and simultaneously, contribute to the freedom movement.  The large business houses of those times – JRD Tata, Walchand Hirachand, Jamunalal Bajaj, and G D Birla were active not only in creating wealth, but to fuel the freedom struggle as well.  After independence, the nation had the Nehru’s brand of socialism and industrial policy which were, no doubt, good to begin with, but in the long run, the policy resulted into inefficiency, lack of productivity, uncompetitiveness and disdain for quality.   The decisions on the industry one wanted to enter, the equipment and technology one needed, plant location and its capacity etc. were taken either in Udyog Bhavan, Shastri Bhavan or North Block.  The license raj and the command and control of the economy in 70s and 80s killed entrepreneurship.  However, Dhirubhai Ambani, Karshan Bhai Patel, Manu Chhabria and Venugopal Dhoot built up their family business during this period.  It was in 1991 when the government kicked off reforms, abolished licensing and eased out norms for foreign-direct-investment.  Direct tax structures were rationalized and both customs and excise duties were cut.  Since then, the reform process has continued, although at a very low pace.  With globalization of economy, there has been a very tough competition.  In the 1990s and early 2000s, the family businesses that thrived were Wipro’s Azim Premji, Dr.Reddy’s Anji Reddy, Sterlite’s Anil Agarwal and Apollo’s Prathap Reddy.


But even during pre-independence period, Jamsetji Tata, G D Birla and Kasturibhai Lalbhai created ‘Business Empire’ more out of a spirit of entrepreneurship than any motive of accumulation of personal wealth.  They set their own standards of good Corporate Governance.  There is no better standard of Corporate Governance than the philosophy that owners are ‘trustees’.


Jayaprakash Narayan wrote about the Tata Trusts – “The concept of trusteeship fostered by Mahatma Gandhi received a much-needed fillip in Tata enterprise.  After all, what is this concept of trusteeship?  Under it, all wealth is a social trust and every individual – the employer, the engineer or even the ordinary mistry – is a trustee entitled to its proper utilization for the common good.  True to the ideals of its Founder, the House of Tata has always promoted this concept of trusteeship and today, more than 85% of its profits go to trusts.”


While the House of Tata has maintained its track record of good Corporate Governance, companies like Infosys, HLL, AVB group, Wipro, Bajaj Auto, Satyam Infoway, Dr.Reddy’s Lab, Maruti Udyog, ICICI, L&T, ONGC, HDFC, Amul and Ranbaxy are some of the companies well known for good Corporate Governance.  The ‘Golden Peacock Award for Excellence in Corporate Governance 2005’ instituted by the Institute of Directors, New Delhi, in association with the London based World Council for Corporate Governance and Centre for Corporate Governance was conferred upon ITC.  The company attempts to strike the right balance between freedom of management and accountability to shareholders by segregating strategic supervision from strategic and executive management.


Adi Godrej, Chairman, CII National Council on Corporate Governance and Regulatory Framework & Chairman, The Godrej Group lays emphasis on the fact that corporate governance should be principle based and not rule based.  He states that “Good corporate governance and performance are not mutually exclusive, a performance-linked variable remuneration system can make a significant difference.”  He further says that “At the Godrej Group, we believe that the constant effort to improve operational performance, guided by our values, forms the basis for good corporate governance.  Corporate Governance is strongly driven by our values such as quality, customer orientation, commitment, discipline, integrity, learning, transparency, respect, teamwork and trust.”


In a survey conducted by CLSA (2004), Infosys Technologies Limited (NASDAQ:INFY) was voted as having the highest Corporate Governance score amongst all the Asian large - cap corporations (excluding Japan). The survey covered the Corporate Governance developments across 450 companies in the Asian (excluding Japan) markets . Infosys had a score of 87% as against an average of 81% for the top ten corporations.  As per the report, Infosys continues to be the highest scorer in India and the Asia Pacific, having essentially maintained its top ranking since 2001 . The company has continued to stay a step ahead of the prevailing Corporate Governance norms and has implemented most of the reforms before they became mandatory . 


Thus we see that the Indian companies have a rich heritage of maintaining high standards of corporate governance.

Research Methodology: After having an overview of the concept of corporate governance and the Indian experience, let us discuss in detail, corporate governance as practiced in the Tata Group.  The research involves review of literature pertaining to Tata Group in general and corporate governance at Tata, in particular, which is the secondary data. A few unstructured interviews with some of the executives across Tata Group companies were also conducted, to get  primary data on the research topic.  The Annual Reports of various Tata companies were also reviewed with special reference to 'Corporate Governance Best Practices'.  

The Tata Way…


Tata Group has always been a subject of curiosity and interest for a student of management. Tata Group comprises 96 operating companies in seven diverse business sectors: information systems and communications; engineering; materials; services; energy; consumer products; and chemicals.  The Tata Group is one of India's largest and most respected business conglomerates, with revenues in 2005-06 of $21.9 billion (Rs 967,229 million), the equivalent of about 2.8 per cent of the country's GDP, and a market capitalization of $49.2 billion.  Tata companies together employ some 202,712 people. The Group's 28 publicly listed enterprises — among them stand out names such as Tata Steel,Tata Consultancy Services, Tata Motors and Tata Tea — have a combined market capitalization that is the highest among Indian business houses in the private sector, and a shareholder base of over 2 million. The Tata Group has operations in more than 54 countries across six continents.


Defined by a deeply rooted set of values and beliefs, corporate governance in the Tata Groups during their 100-plus years of existence rests on the twin pillars of trust and integrity.


The House of Tata had progressive and nationalistic outlook right from the very beginning.  Jamsetji Tata, the Founder of House of Tata wrote in 1902, five years before the site of the Steel Plant was selected, to his son Dorabji Tata :


“Be sure to lay wide streets planted with shady trees, every other of a quick-growing variety.  Be sure that there is plenty of space for lawns and gardens.  Reserve large areas for football, hockey and parks. Earmark areas for Hindu temples, Mohammedan mosques and Christian churches. 


“We do not claim to be more unselfish, more generous or more philanthropic than other people.  But we think; we started on sound and generous business principles considering the interests of the shareholders as our own, and the health and welfare of the employees, the sure foundation of prosperity.”


Tata Group has always given paramount importance to Corporate Governance.  They have always believed in the philosophy of ‘leadership with trust’.  

Five Core Values:  Tata group has always been a value-driven organization.  Let us discuss in brief the five core values underpinning the Tata way of business:

· Integrity :  Tata believe that they must conduct the business with honesty and transparency.  Everything they do must stand the test of public scrutiny.

· Understanding : Tata believe in showing care, respect, compassion and humanity for its colleagues and customers around the world and always work for  the benefit of the communities they serve.

· Excellence : Tata make a conscious effort to achieve the highest possible standards in the day-to-day work and in the quality of the goods and services they provide.

· Unity : Tata believe that they must work cohesively with the customers and partners around the world, building strong relationships based on tolerance, understanding and mutual cooperation.

· Responsibility : Tata continue to be responsible, sensitive to the countries, communities and  environment in which they work, always ensuring that what comes from the people goes back to the people many times over.

 Corporate Governance in practice:


For any organization to ensure that corporate governance penetrates deep into all its branches, it important to break the 'vicious circle' and create a 'virtuous circle', wherein there is greater accountability and responsibility towards all the stakeholders.  One  Senior Manager at Tata Sons says that “Don't wait for the law to change.   It is not mere compliance to the law, but to excel in value.  Tatas do not merely believe in lip-service.  We believe in adoption through conviction, practice and respect.” 


Tata initiated various labour welfare laws, like the establishment of Welfare Department was introduced in 1917 and enforced by law in 1948 or Maternity Benefit was introduced in 1928 and enforced by law in 1946.  


The shareholders form the topmost rung, followed by the Board of the Directors and then the Management.  The Board of Directors do not believe in interference in the day-to-day working of the companies, but practice complete oversight.  The responsibility of the Board of Directors is 'Balancing the needs and requirement' which includes, Directional, Operational and Structural overview of the companies.  


Tata Steel will celebrate 100 years of existence in 2007.  It won't be just a milestone in the company's history, it will be a milestone of corporate transparency and generosity in India.

Corporate Governance Model


Baldrige Model
               Tata Values

Indian Management

      The Corporate Governance Model at the Tata Group is based on the three important foundations viz.  The Baldrige model, from which the TBEM is evolved, Tata Values, which are virtuously followed by the Tata companies and the Indian Management Practices, because Tata is a truly Indian company.

Management Structure:


  There are two decision-making bodies that define and direct the business endeavors of the Tata Group. These are called the Group Executive Office and the Group Corporate Centre. 

Group Executive Office : The Group Executive Office (GEO) defines and reviews the business activities of the Tata Group and is involved in implementing programmes in corporate governance, human resources, the environment, etc. The chief objective of the GEO is to make the Tata Group more synergistic; it does this by strengthening the relationship between the Group and its companies.  The GEO assesses what unique value a company adds to a particular business sector and conversely, what unique value the Group can bring to that company.  Besides Group chairman Ratan Tata, the GEO comprises R. Gopalakrishnan, Ishaat Hussain, Kishor Chaukar, Arun Gandhi and Alan Rosling.

Group Corporate Centre : The mandate of the Group Corporate Centre (GCC) is to guide the future strategy and direction of the Tata Group and to work in close coordination with the Group Executive Office. The GCC comprises Ratan Tata, N.A. Soonawala, J J Irani, R.K. Krishna Kumar, R. Gopalakrishnan, Ishaat Hussain, Kishor Chaukar, Arun Gandhi and Alan Rosling.   GCC is the apex body that reviews group operations once every month.

Tata Code of Conduct:  
All the Tata companies have formally adopted Tata code of conduct (TCOC).  TCOC has 25 clauses which lay down the code of conduct for the employees.  Any proven violation from the TCOC is viewed seriously.  At Tata Steel, one of the employees was dismissed from the company for violation of the code of conduct.  The news was widely publicized though the name of the employee was not revealed.  


TCOC is implemented extensively and seriously at Tata is amply supported by the fact that, one of the executives at Tata Steel stated, “I received an honorarium of Rs. 2000 for delivering a lecture in one of the prestigious management institute.  I proactively asked the ethics counselor whether I could accept such payment.  I did not want to violate the code of conduct even by mistake.  I strongly believe in the ethics of the company.”


The booklet of TCOC is given to each employee of the Tata group.  There is an ethics counselor in every Tata company.  The ‘chief executive officer’ of a Tata company is also its ‘chief ethics officer’.  Violations of TCOC can be brought to the attention of Ethics Counselors, by raising concerns.  Concerns received are addressed and corrective actions are taken and communicated.

Tata Code of Conduct – Issues Covered

· National Interest

· Financial reporting and records

· Competition (support for open market economy)

· Equal opportunities employer

· Gifts and donations (employees shall neither receive nor offer or make, directly or indirectly, any illegal payments, remuneration, gifts, donations or comparable benefits which are intended to or perceived to obtain business or uncompetitive favours for the conduct of business)

· Government agencies (Not to offer or give any company funds or property as donation to any government agencies or their representatives...)

· Political non-alignment

· Health, safety and environment

· Quality of products and services

· Corporate citizenship (compliance of all relevant laws... and actively assisting in the improvement of the quality of life)

· Cooperation of Tata companies

· Public representation of the company and the group

· Third party representation

· Use of the Tata brand

· Group Policies

· Shareholders

· Ethical conduct

· Regulatory compliance

· Concurrent employment

· Conflict of interest

· Securities transactions and confidential information

· Protecting company assets

· Citizenship

· Integrity of data furnished

· Reporting concerns

Global Reporting Initiative : 


GRI was a project of the UN Environment Programme.  GRI is now a permanent independent organization.  It emphasizes on TBL i.e. Triple Bottom Line approach : financial, social and environmental.


The Tata Group is a signatory to the Global Compact issued by the Secretary General of the United Nations in 1999.  Tata has a person designated to help Tata companies prepare these TBL reports.  Tata Steel is one of the first companies in India to adopt triple bottom line performance reporting in its Corporate Sustainability Report. 


The United Nations Secretary - General Kofi Annan has appointed                             B Muthuraman, MD, Tata Steel, along with a group of 19 business, labour and civil society leaders from around the world to serve on the Board of the UN Global Compact.   Mr. Muthuraman is the only person from the Indian subcontinent to represent the business group.  With more than 2,500 participating companies in over 90 countries, it is the world’s largest voluntary corporate citizenship initiative.  Tata Steel is a founder member of the Global Compact.  It has also been conferred the prestigious Global Compact Business Coalition Award for Business Excellence in the Community in recognition of its pioneering work in the field of HIV/AIDS awareness. The city of Jamshedpur is one among six in the world to be chosen to participate in the UN Global Compact Cities Pilot Programme.


Tata Motors was conferred with the prestigious 'CII-ITC Sustainability Award 2006 for Significant Achievement on the Journey towards Sustainable Development'. The award is based on assessment of Tata Motors' corporate governance practices and economic, environmental and social performance — the Triple Bottomline concept as per guidelines of the Global Reporting Initiative (GRI). 

Corporate Social Responsibility : 


Tata believe that CSR is not an externalized activity nor is it mere philanthropy.  It is an internal process critical to the success of the corporation. Jamshed Irani, Director, Tata Sons Ltd, says, "The Tata credo is that 'give back to the people what you have earned from them'. So from the very inception, Jamshetji Tata and his family have been following this principle." Moreover he says that for any business to sustain in the long run they have to look beyond business. Ages ago when Corporate Social Responsibility was either the government, or charitable organizations headache, the Tatas aggressively worked for the upliftment of the community. 


 Jamshetji Tata, the founder of the Tata Group and his son, Sir Dorab Tata were intrinsically of the belief that business enterprises are created to serve people and share their wealth as equitably as possible.  This basic principle held them to line to share the human touch every moment everyday with every business decision and every person.  The business being and the human being were basically integrated into one.  For instance, 15 business practices on welfare of the employee initiated by Tatas between 1902 and 1937 actually became law after Indian independence.  On the other hand, the wealth generated by Tata enterprises even today are held by Tata trust and not by individuals or owners of the business.



JRD, who took the leadership and led the group through its most important 50 years extended this aspect to assist communities at large.  What was new about these initiatives was that JRD believed that engineers, accountants, legal professionals and all other skilled people in Tata companies would be of immense use to local authorities and institutions that were created to serve people so that managerial expertise and technology would be accessible to the poorer and unprivileged.  These initiatives which started with Tata Steel and later with all major Tata companies created the foundations of Tata's approach towards society that we now call by various names including CSR.   
 CSR is institutionalized at the company level in a uniform way.  In the early 1990s as soon as reforms were setting motion in the country, Mr. Ratan Tata evolved and established Tata Council for Community Initiatives, in early 1996.  This TCCI is comprised of MDs/CEOs of all Tata Companies who use the Tata logo and the Tata brand, who meet every year and provide direction to the Tata Group CSR.


Every company has a CSR head,  Corporate Head - Social Responsibility who is in level to and co-ordinates with heads of community, environment, safety and biodiversity departments.   There is a cross-functional team on CSR, comprising of heads of HR, Communications, Finance, and all other operations. The CEO reviews periodically the CSR progress.


The TCCI conducts annual workshops for Tata Facility Test to evolve a Company CSR theme every year which is implemented uniformly within the companies which is brought out in the form of Annual Report.


The HR function ensures that the right people are positioned trained and performance is appraised officially for CSR deliverables – like any other function.


Tata Group has over 20,000 registered volunteers in major companies, who clock on an average yearly 200,000 volunteering hours that really reflects the high degree of institutionalization.  Here it is important to quote JRD “The wealth gathered by Jamshetji Tata and his sons in half a century of industrial pioneering formed but a minute fraction of the amount by which they enriched the nation. The whole of that wealth is held in trust for the people and used exclusively for their benefit.  The cycle is thus complete. What came from the people has gone back to the people many times over.”


Tata CSR is consonant with business processing.  CSR is a recently developed idea, while it was part of the business process for Tata for over a century.  Firstly, The ownership process in the Tata Group as mentioned earlier ensures that the wealth created is kept in a Trust and does not belong to individuals.  Thus, there is large distance and prevention of misuse of the wealth that greatly contributes to the credibility with which CSR initiatives are run even today.


Secondly, the Tata governance process in every shape (dimension) of business is driven by the highest standard of business ethics and personal conduct.  Board business always encourages consensus, unanimity and inclusion that keep Tata governance practices clearly apart. To quote JN Tata  “In a free enterprise, the community is not just another stakeholder in business, but is in fact the very purpose of its existence.”


Thirdly, the Tata Group has in recent years created the TBEM which integrates value driven leadership with business strategy, customers and people focus, Human Resources Development, technical and operational processes and all forms of Short term and long term results.

Following could be considered as  global benchmarks for CSR:-

· General Electrics – volunteering

· Ford Motors for their integrated core competencies for the communities

· Microsoft for their scale of CSR and global approach, which comes out of philanthropy

· Citigroup – self-help groups and macro credit.

· ICICI – sustainable livelihood, micro credit

Indian examples are :–

· TVS group - self-help group

· HDFC, SBI for microfiance


As far as the future of CSR is concerned, business will assume 'Human Development' as a core strategic agenda and will take on challenges to innovate ways to first address the problems of 4-6 billion people sustainability and economic livelihood then help them to earn sustainable income from which to generate purchasing power for future business to sustain itself.  This is in total contradiction to the previous idea of business that assumed purchasing power with people and so organizations build capacity only to innovate, produce and market products and services. 

Ratan Tata's views : Ratan Tata has successfully carried forward the legacy of his forefathers in maintaining higher degree of transparency, accountability and corporate social responsibility and thus corporate governance in the Tata companies.  Going through several interviews of Ratan Tata, it could be understood, that he also lays lot of emphasis on customers, and considers them as very important stakeholders.  He believes in treating customers as king.  To quote Ratan Tata, “I think that, broadly, we were perceived as being fair and just to our customers, with our products being backed by a concern for quality.   We have been credited with being ahead of the times.”


In an interview with Christabelle Noronha, when asked whether the companies can be role models,  he was of the opinion that a company can be a role model in terms of its systems, the CEO is the driving force for the system.  He also acknowledges the role of Jack Welch, the CEO of General Electrics who drove and transformed it to make it a role model for tremendous growth.  As regards to the Tata Group, Ratan Tata believes that Tata Steel has many of the attributes of the model company, though not all of them.  Tata Motors too, has some.   He is of the opinion that it’s very difficult to make a judgment about each company unless you are in it.

Tata Business Excellence Model (TBEM) : It is a Total Quality Management Model, based on the Malcolm Baldrige National Quality Award, USA.  The model works under the aegis of Tata Quality Management Services (TQMS).  TQMS acts as a facilitator for many Tata companies to excel in business performance.  It works on two tools i.e. TBEM and Tata Code of Conduct.  It further led to the institution of the JRD Quality Value Awards in the year 1995, in order to create awareness of the importance of quality and the need for total customer satisfaction.  All Tata Group companies are encouraged to volunteer for evaluation for the award.  


For TCS, India’s largest software company, quality is not the mere absence of defects, but the complete satisfaction for all its stakeholders.  “While other models are about management of quality, TBEM is about the quality of management.  It addresses all practices related to leadership, strategy, customers, knowledge management, human resources, core processes and results,” says Bhushan Dewan, Vice President, Business Excellence.  



Tatas believe that innovation can come from anybody right from the top management to the employee at the shop-floor.  Tata Wire starts innovation at grass root by encouraging all employees to contribute to developing innovative practices and techniques and the best ideas get implemented.  International customers not only look for quality but also a basket of services from suppliers.  Tata Wire has upgraded its processes to cater to the supply chain and inventory control sensitivities of the customers. Tata group keeps the customers and shareholders in vanguard and quality is given at most importance.


Four companies are already close to the first milestone (600 points)  on the TBEM scale – Titan Industries, the Ferro alloys and minerals division (FA&MD) of Tata Steel, Tata Wire and Tata Chemicals. 

JRD QV Award : 


The JRD QV Award is the pinnacle of an in-house process that recognizes and rewards business excellence among Tata Group companies. Given every year on the birth anniversary of JRD i.e. 29th July. The award is modelled on the Malcolm Baldrige National Quality Award and it has also attributes from other quality awards. The purpose of giving the award is to inculcate the culture of high quality and customer satisfaction in all areas operations of the group companies and achieve excellence.  All Tata Group companies are encouraged to volunteer for  evaluation for the Award.  The applications received are evaluated by a 'core group' based on a point system across various parameters such as leadership, planning, strategy, human resources management and process management.   The shortlist of companies prepared by this core group is then evaluated by an 'apex group' headed by the chairman of Tata Sons.  This year, out of the 29 companies that participated,  Titan Watch Division, was the recipient of the JRD QV Award.

Golden Peacock Awards :  


The Golden Peacock Global Award for Corporate Governance was instituted by the World Council for Corporate Governance in January 2001 to foster competitiveness among businesses to improve the quality of Corporate Governance. The criteria include overview of governance structure (policies and organization, management systems, etc.), leadership, committees and their quorum (Audit committee, governance committee, etc.), role, term and liability of directors, remuneration of non executive directors.  Tata Steel won the Golden Peacock Award for Corporate Governance in the year 2002, for the outstanding achievement for excellence in Corporate Governance and Corporate Social Responsibility in the private sector category.


TCS was presented with the Golden Peacock National Training Award (2000)  in recognition of being the biggest state-of-the-art training centre in Asia at Thiruvananthapuram.  The award is instituted by the Institute of Directors to encourage training leading to improved business performance.


Tata Power’s Jojobera division was presented the Golden Peacock 
Award for Environment Excellence for the year 2005 at a ceremony of the World  Congress on Environment Management (WCEM), in recognition of the Jojobera division’s unstinting pursuit of environmental excellence.   The plant is also certified to ISO 14001 and OHSAS 18001 standards.

 Review of Annual Reports:  



Ernst & Young in collaboration with the Confederation of Indian Industry has published a handbook on Corporate Governance, to guide companies and their directors regarding Clause 49, and overall implementation of corporate governance in the companies.


Corporate Governance Best Practices include the following :-

1. Structure & Composition of Board and Audit Committee - Board to have adequate number of Independent Directors, at least one-third, induction of reputed professionals such as accountants and lawyers as independent directors, all non-executive Board members to rotate through the Audit Committee, etc.

2. Audit Committee Roles & Responsibilities - Audit Committee to hold one-on-one sessions with the external auditors and internal auditors at least once a year, Audit Committee to monitor and guard against the risk of fraud and to also review all cases of internal and external fraud related to the company, etc.

3. Internal Audit – Internal audit to report directly to the Audit Committee. Annual performance review of Internal Audit to be conducted by Audit Committee, clear mission, role and scope for the Internal Audit to be defined, etc.

4. Risk Management – Board of Directors to be given adequate exposure to / training on the company's business model and risk profile, primary ownership for risks and timeliness for mitigation to be defined clearly, etc

5. Legal compliance – Company to draw up a comprehensive list of all laws and regulations which it has to comply with in all geographies in which it operates, Board to review compliance status for at least key compliances at least once a year, etc.

6. Code of Ethics / Whistle Blower Policy – Company to have a documented Code of Ethics which is a public document and all employees are made aware of this, Audit Committee to review all complaints made via the Whistle blower Hotlines or email IDs, etc.

7. Disclosures – Company to have adequate processes to capture the information required for various disclosures under the Listing Agreement, the Companies Act, and other industry specific or licensing-related regulations, etc

8. Internal Control Evaluation – All accounting units and business process that can materially impact financial reporting to be identified, owners of each control to be identified, etc

 
In the light of the above mentioned points, five Tata Companies were identified across sectors and their Annual Reports for the year 2005-06 were reviewed.  The companies selected were-

a.
Tata Motors (Engineering Sector)

b.
Tata Tea (Consumer Products)

c.
Tata Chemicals (Chemicals Sector)

d.
The Indian Hotels Company Limited (Taj Group) (Services Sector)

        e.
   Tata Consultancy Services Limited (Information Systems and     
         Communications)


It has been observed that all the Tata Companies not only try to adhere strictly to the statutory compliances but at times tend to excel the minimum statutory requirements.


Pursuant to SEBI Clause 49(I)(C)(ii), none of the Directors on the Board of Tata Chemicals Limited, TCS, Taj Group, Tata Motors is a member of more than 10 committees and chairman of more than 5 committees  across all companies in which he is a Director.  All the Directors have made the requisite disclosures regarding committee positions held by them in other companies. 


Five out of the 11 Directors of Tata Chemicals Limited have attended all the 8 Board meetings held during the financial year 2005-06 and other directors have attended on an average 6 meetings.  Ten out of the eleven Directors attended the AGM held on 21st July 2005.


During the year under review (2005-06), the Board of Directors of The Indian Hotels Company Limited  met seven times and the period between any two meetings did not exceed four months.


At Tata Tea Limited, there was no such instance of non-compliance by the company, penalties, strictures imposed on the company by Stock Exchange or SEBI or any statutory authority, on any matter related to capital markets during the last three years.


The Indian Hotels Company Limited, Tata Tea Limited, TCS, Tata Motors have adopted the Whistle Blower Policy, pursuant to which employees can raise their concerns relating to fraud, malpractice or any other activity or event which is against the Company's interest.  No employee has been denied access to the Audit Committee in this regard.

Conclusion :  


Dr. J J Irani proudly claims that none of the Tata Board of Directors will ever be in the list of rich people.   They have a trust that accumulates the profits of the company, which are then disbursed for various social causes. "We generate wealth but personally don't get any of it. These trusts accumulate the funds and disburse accordingly,"  states Dr. J J Irani.  


Indian Merchants Chamber (IMC) honoured Mr. Ratan Tata with the IMC Diamond Jubilee Endowment Trust’s "Eminent Businessman of the Year" award for 2000-01. The award was given to Mr. Tata for his outstanding contribution to enhancing the image of the business community.  Previous awardees of  IMC’s prestigious award, instituted in 1969, include Ramakrishna Bajaj, H.T. Parekh, S.P. Godrej and J.R.D Tata.


Accepting the award, Mr. Tata said that the challenge facing Indian industry was to become globally competitive. "Indian industry must think global in its scale of operations. They must look for international acquisitions to acquire critical mass. And they need to ask themselves why they should not be hiring globally and not confine themselves to hiring Indians only," Mr Tata said.


Tatas have added one more feather to the cap with the bid for acquisition of Cours; Europe's second largest steel producer with revenues in 2005 of GBP 9.2 billion and crude steel production, by Tata Steel in October 2006.  Tata is preaching the need to 'internationalize' in giant strides, not in token, incremental steps.


In support of the transparency and accountability practiced by Tatas, Sanjay Kambete, Director, National Institute for Banking Education and Research, remarks that “If we see the composition of the Board of Directors, we will find more professionals and internal managers on the Board of Tatas than in other companies where it is more of relatives of the promoters on the Board.” - 


To quote Ratan Tata on Corporate Governance, 

“The role of the board should be that of governance to ensure that corporate direction and management are executed in the best interest of the shareholders, to ensure that shareholder value is not eroded and that the corporation fully recognized and bears its social responsibility.  To be effective, the board needs to focus on:

· Strategic direction and implementation

· Monitoring financial performance

· CEO development

· Evaluation and succession

· Monitoring legal and ethical performance”


Long before Corporate Governance became a buzzword in industry circles, Tata Steel was following the letter and spirit of the rules that define ethical business behaviour.  Union Ministry of Finance awarded the company the National Award for Excellence in Corporate Governance in 2000.  


Corporate governance is now the focus area of all business entities.  Tatas are a stalwart and the exemplary performance of Tata Group in the field of corporate governance, with strong code of ethics and excellence in performance is worth being appreciated.  It is rightly said about Tatas 'Good governance has taken root in and spread to all branches of the Tata Group and there is nothing amorphous about that.' Tatas have already set high standards for corporate governance which shall be revered, appreciated and followed by the generations to come.  
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