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Preface

“As a honey bee suckles honey from the flower without affecting its
charm and beauty, like this honey bee a businessman should benefit from
stakeholders without affecting their interests.”

According to above ethical value all corporates should take praiseworthy
actions towards stakeholders. Corporate governance in India is developing for the
two decades. Corporate governance is a set of laws, regulations and good practices
that enable an organization to perform efficiently and ethically generate long term
wealth and create value for all its stakeholders. Corporate governance is necessary
to avoid corporate scams, frauds and irregularities. Thus, sound corporate
governance is the need of the hour. In present the scenario of corporate scams,
sound corporate governance is critical in enhancing and retaining investor trust.
Thus, there is a need to study the principles of good corporate governance viz.,
integrity, equity, transparency fairness, disclosure, accountability and commitment
to values. Corporate governance is ideally based on these principles.

In today’s scenario the corporate governance is required as a part of growth
strategy. The prime objectives of the business are Survival, Growth and
Profitability. Globalization stands on the foundation stone of good corporate
governance. The approach “Think Global” for Indian corporate houses will mean
business.

To defend the interests of stakeholders - transparency, accountability and
best practices are required in all its transactions. The board should consider itself
as a “Trustee” of its shareholders and should acknowledge its responsibilities
towards them for creation and safeguarding their wealth. This should be highly
based on “Gandhian Theory of Trusteeship”

In this direction, the objective of the study is to know present status quo of
corporate governance practices by Indian corporate institutions under the public
and private sectors. In addition to that, efforts are made to find out gaps between
laws and practices pertaining to governance level. This study also focuses on the
expectation level of stakeholders. This study also put forward models of good

corporate governance.



This study is an attempt to draw various concepts of corporate governance
and analyze their relevance in Indian corporate sector. The present research reveals
that objective of corporate governance is enhancement of the long term
stakeholders value.

This exploratory and empirical study has been divided into six chapters.

Chapter-1 explains concept of corporate governance It discusses
background, mechanism, need and reforms with some contemporary issues of
corporate governance i.e. CSR, e-governance, business ethics, sustainability policy
and implication of climate change. Chapter-2 deals with review of existing
literature related to corporate governance aspects. Chapter-3 presents outlines of
research design with complete research methodology. Chapter-4 highlights the
profile of selected public and private companies covered in the study. Chapter-5
presents the comparative and empirical analysis of public and private sector
enterprises in reference to the corporate governance practices under covered
parameters. Chapter-6 projects conclusions and suggestions given by researcher
for good corporate governance. It also discusses models of good corporate
governance which can be useful for Indian corporate sector to improve their

corporate governance practices.
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CHAPTER-1

CONCEPTUAL FRAMEWORK

1.1  CONCEPT AND BACKGROUND OF CORPORATE
GOVERNANCE

As the governance of the country is —

“For the People, by the People and of the People”,

Accordingly the governance of the corporate is —

“For the Stakeholders, by the Stakeholders and of the Stakeholders”.

Corporate Governance ensures transparent disclosure and accountability of
companies to all its stakeholders. It is a comprehensive expression to include a
complete span of corporate actions being just, principled and moral to the benefit
of all stakeholders. It has a legislative compliance element and fair compliance
element. Corporate governance is about “complete set” of legal, intellectual and
institutional arrangements that find out what public corporations can do, who
manages them, how that management works out, and how the risks and return from
the actions they undertake are allocated. Corporate governance is the way by which
companies express responsibility to all of their stakeholders. It is no longer
detached from society’s awareness. It is of overwhelming concern to the existing
generation and the upcoming generation as well.

Corporate interests are so entwined with ecological conservation, societal
and climatic interests that companies can no longer step down from the
responsibility of the effects of their actions on these vitals of the society. In fact,
corporate sector is completely matted with the institutional investors, the small
shareholders, and the media besides the regulators.

The aim of CG is to align the welfare of individuals, corporations and the
public at large. Corporate supremacy ensures interests of the stakeholders which is

the essence of CG.



Conceptual Framework

The demands of corporate governance require specialized and skilled
managers to raise their capability and potential levels to meet the expectations of
stakeholders. Moreover, CG is the most important facet in managing the enterprise
with the highest standards of ethics. It has thus become vital. Good governance
carefully balances the complex inter-relationship among the key players of CG
(board of directors, audit committee, accounting team, auditors and senior
management).

ICSI has defined corporate governance as function of best management
practices. Furthermore, CG is related with compliance of law in true letter and
spirit. This provides guidelines to follow ethical management practices. Thus, CG
is interconnected with discharge of social responsibility for sustainable
development of all stakeholders.'

Cather wood states “Corporate governance to most people means the way
company manages its business in a manner that is accountable and responsible to
same or usually the shareholder in a wider interpretation, responsibility and
accountability is seen to be a broader audience that also includes company’s
shareholders such as employees, suppliers, customers and local community.”

Cadbury Committee states that CG provides a mechanism through which
companies are directed and controlled. BOD’s are responsible for the governance
of their companies. BOD’s are liable for supervising the company’s functioning,
strategic planning and for reporting to the shareholders. The prime duty of BOD’s
i1s to comply with the requirements of laws and regulations for protecting best

interest of all stakeholders.’

1.1.1 Transparency and Accountability

The constituents of corporate governance are transparency, disclosure,
accountability and integrity. Transparency means explaining the company’s
policies to the interest group (stakeholders). Externally, this means utmost proper
and correct disclosures without jeopardizing the company’s strategic interest.
Internally, transparency is openness in the company’s relationship with its,
stakeholders. Transparency enhances accountability. Mandatory disclosures and

. 2 . . 4
non financial disclosures make a complete picture of transparency.



Conceptual Framework

The primary drivers of accountability and disclosures are described as

follows:

° Trust deficit of companies at local level,

. Stakeholders and shareholders today are more careful about company
image;

. Increasing public pressure on bureaucracy and judiciary on companies

failing to comply on sustainable practices;

Accountability is about market, compliance, standards, processes and
policies as well as it is concerned with stakeholders. Accountability and disclosure
are intervals for any company and they need to be integrated with the business

processes.

1.1.2 Developments in Corporate Governance at Global Level

In this section selected industrialized countries of the world are covered
viz.: The USA, The UK, Germany and Japan to understand the background of
corporate governance in these countries. A number of scams and failures were
noticed in the corporate sector in the late 1980°s and early 1990’s.

Consequently these countries set up various committees to recommend

code of best practices out of them, chief committees are as follows: 6

. Cadbury Committee (1992)

° Greenbury Committee (1995)

- Hampel Committee (1998)

o London Stock Exchange (LSE) Combined Code (1998)
@ Blue Ribbon Committee (1999)

° OECD Principles for CG (1999)



Conceptual Framework

Due to the high profile business failures, the Cadbury Committee was set
up. The Committee issued a draft report on May 27, 1992 and its final report was
published on December 1, 1992. The Cadbury and Greenbury Committees reports
were published in the UK. The Cadbury report was primarily concerned with the
boardroom and accounting aspects of governance. As the debate on corporate
governance was still raging, the Hampel Committee was formed towards the end of
1995. This Committee presented its report in June 1998.

A Committee was set up by the LSE to suggest a set of principles of good
governance and codes of best practices for the UK companies for
implementation.

World Bank and Asian Development Bank have evinced a keen interest in
the subject of corporate governance. An effectual, valuable and rational lead has
been given by the OECD. ’

The Blue Ribbon Committee was set up on October 6, 1998. The
Committee submitted its report in early 1999. This Committee was set up at the
time when many U.S. companies resorted to unlawful practices in financial
reporting to their shareholders. The Committees recommendations are based on
two factors; first, an audit committee with actual practices and overall

performance. Second a legal regulator and self regulatory framework. .

1.1.3 A Scenario of Corporate Governance in India

Corporate India has a long history of its corporate governance system. This
started in 1850, under the British rule. Since then the corporate governance system
and practice in India have been highly influenced by the British system of
corporate governance. India follows the Anglo-American system of corporate
governance with a widely held executive board-structure. In fact, CG system in
India started changing with the liberalization of Indian economy in 1991.
Consequently the changes in CG in many industrialized countries of the world had

their share of influence on India’s CG system.
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The UTI scam came as a great shock to the Indian economy.
Consequently the need for good governance was felt. UTI episode made it very
clear that serious ruling is required on CG in India. Varied agencies (SEBI,
MCA, CII, and Govt. of India) have taken the initiative in framing new rules and
laws to strengthen CG.

The record of CG has take rapidity since 1998 in India. A serious thinking
went into reforming corporate governance in India after a spate of scams. In this
regard following committees were set up, these committees have been presented
periodically —

° CII code of desirable CG (1998)

. KMBC (2000)

. Insertion of New clause 49 of the Listing Agreement by SEBI (2000)
. RBI Report on CG (2001)

° Naresh Chandra Committee (2002)

. N.R. Narayan Murthy Committee (2002)

. J.J. Irani Committee (2005)

° SEBI Board Meeting (2014)

In addition to that, the CII framed a voluntary code of corporate governance

for the listed companies.’

Following are some recommendations given by CII: "

] To report key information,
. Listed companies to have audit committees
s To give a statement on value addition by companies.

Another committee on Corporate Governance was Kumar Mangalam
Birla Committee set up by SEBI. This culminated in the introduction of clause 49

of the standard listing agreement to be complied by all listed companies.
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Recommendations of Kumar Mangalam Birla Committee

A committee was constituted to opine mandatory and non mandatory
recommendation on CG under the chairmanship of CA Mr. Kumar Mangalam
Birla. This committee was formulated to protect and enhance stakeholder’s
value including the shareholders as well. Mandatory recommendations were on
quality of financial disclosure, enhancing the responsibilities of audit committees
and on IPO proceedings. This committee also necessitated to release business
threats of company in annual reports of company as well as revelation on

position of nominee director and compensation structure of directors.

The desirable recommendations of the committee are :

J To set up a remuneration committee
. Disclosure of half yearly financial performance of company
° To entitle non executive chairman

The Government amended the Companies Act 2000, (relating with CG) for
improvement in the companies functioning.

With a view to promote and raise standard of corporate governance in
respect of listed companies, SEBI concluded that the easiest and fastest way of
enforcing recommendations of KMBC is possible by incorporation of listing

agreements clause 49 on corporate governance (inserted in 2000).

Clause 49 has the following codes on corporate governance: i

° Audit Committee (Qualified and Independent)
. Association with the Subsidiary Companies
& Disclosures and Transparency

» CEO/CFO Certification
e Report on CG
. Compliance Certificate

. Composition of Balanced Board
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In March 2001, the Standing Committee on RBI submitted their report.
The report contained recommendations on corporate governance to be applicable
to all companies, especially the public sector undertakings.

In 2002 the Government of India appointed the Naresh Chandra
Committee to examine and recommend drastic amendments to the law pertaining
to auditor, client relationships and the role of the independent directors. The

committee’s recommendations include:

J To rotate partners of the audit committee in every five years.
. Audit committee to be set up with all independent directors.
& Companies to have at least 50% independent directors etc.

In order to protect the interest of investors, SEBI constituted a committee
under the chairmanship of NR Narayan Murthy (Chairman and Mentor of
Infosys) to review the performance of CG in India and to make recommendation.
The key mandatory recommendations of this working group focus on
reinforcement the tasks of audit committee, improving quality of financial
revelation, including proceeds from IPO, to determine and disclose business risks
in the annual reports of companies, the position of nominee directors and approval
of stock holder, safeguard to whistle blowers, risk management procedure and
performance appraisal of non-executive directors etc.

The Companies (Amendment) Bill 2003 proposed drastic changes in the
provisions of the Companies Act pertaining to corporate governance. Bill included
matters related with accounting standards, auditors, directors, board meetings,
number of directorships and environment protection etc.

Even after so many efforts during 2002-2003, the MCA did not get success
in amending effective company law, so the MCA released the “Concept Paper”
on company law in 2004. This paper includes a model of codified company law,
where invited suggestions and initial comments have been successfully

incorporated before finalizing the bill.



Conceptual Framework

The J.J. Irani Committee was constituted on December 2, 2004 to
evaluate the remarks and submissions received on concept paper and provide
recommendations to the government in making a basic contemporary company

law. The committee has submitted its report to the government on May 31, 2005."

SEBI Board Meeting 2014

SEBI held a meeting on April 2014 to review CG norms. The purpose of
this meeting was to align the provisions of Listing Agreement with newly enacted
Company Law 2013. Sebi also recommended some requirements to reinforce the
CG system in India. These amendments were made mandatory to all listed

company from 1 October 2014."

The board approved the following proposals —

. Compulsory Whistle Blower Mechanism

. Appointment of at least one woman director on board
. Prevention of stock options to independent director

. Strengthened role of audit committee

. Performance appraisal of IDs and BODs
. Agreement from audit committee before RPTs
. Approval for RPT’s in AGM from shareholders through a special

resolution, from ballot (voting)

. Separate meetings of IDs

e Formulation of SRC (Stakeholders Relationship Committee)

. Increased disclosures on compensation policies

J Excluded nominee director from classification of independent directors

. Obligatory constitution of NRC (Nomination and Remuneration
Committee)

® Maximized the limit of board an independent director can hand out

(restricted to seven)
° Definition and scope has been widened

° To limit the tenure of IDs



Conceptual Framework

Background of corporate governance in India reveals that India’s corporate
governance system is influenced by industrialized countries corporate governance
system but corporate governance practices in India are below the international
standards and practices. Practices by the Indian corporate houses have remained

more in paper not in practice.

1.1.4 Status quo of Corporate Governance in India

Various scams happening in India which requires need of Good Corporate
Governance in present era. Now legislators, MCA, ICSI, CII, RBI and SEBI are
very much concerned with transparency and accountability of the companies in
business activities. Focus has been increased on good corporate governance which
shows the need of good corporate governance. The prime objectives of the
business are survival, growth and profitability. To achieve these core objectives a
company should follow the best practices of corporate governance which is the
need of the hour.

Good corporate governance is significant for attracting capital, to getting
strength in competitive market, to increasing justice and human values in
corporations, shareholder value and their interests. Ultimately good corporate
governance can improve collective effectiveness of Board of Directors as well as
shareholders faith in company. It enables the management to take innovative
decisions for effective functioning of the enterprise within the legal framework of
accountability and transparency. It improves efficiency and effectiveness of the
enterprise and adds to the wealth of the economy. Corporate governance is thus, an

instrument of economic development.



The following table is the periodical presentation of some notable recent scams:

Table - 1.1
Prominent Scams

Conceptual Framework

Scam Locality Year Reported Liable Player Sphere Cursory / Brief
2-G Scam National 2008 Nira Radia, M.K. Kanimozi, | 1,76,000 Crore Rs. | Communication Band with
A. Raja and many companies auctioned for lower than
Vaishnavi Group companies market value.
Satyam Scandal National 2009 Ramalinga Raju, PWC 7800 Crore Rs. Scandal in accounting

Books of Satyam
Computer Services. PWC
failed to follow Code of
Conduct and auditing
Standards. It is a major
Accounting fraud. Rajas
had been allegedly with
drawing Rs.200 million
every month for paying
13000 non-existent
employees.

Contd...

10
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Scam Locality Year Reported Liable Player Sphere Cursory / Brief
LIC Housing Finance National 2010 LIC Housing Finance CEO | 85 billion dollars Officers of various Public
Scandal Ramchandran Nair and 8 top Sector Banks and Financial
ranking officials at Public institutions received bribes
Sector banks and Financial from a private Financial
Institutions Banks and Financial Service Company, which
officials were from Public acted as mediator for
Sectors including Book of corporate loans and other
India, Central Bank of India, facilities from financial
Punjab National bank, Secretary Institutions.
of LIC Investment, G.M.,
Director, deputy manager of
Bank
Sahara Scam National 2010 Subrata Roy 24,000 crore Issue of illegally
optionally fully
convertible debentures

(OFCD), Which deceived
investors. The case 1is
about OFCD that two of
Sahara Groups unlisted
Companies — Sahara India
Real Estate and Sahara
India Housing Investment
issued during 2008-2011

Contd...

11
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Scam Locality Year Reported Liable Player Sphere Cursory / Brief
The collection was not in
compliance with
requirements applicable to
the public offerings of
Securities. Deposits were
not refunded to investors.
Indian Coal National 2012 Comptroller  and  Auditor | 185591 crore Rs. Coal blocks allotted
Allocation Scam General of India, many Pvt. without auction.
Companies and The Coal
ministry
Saradha Group West Bengal 2013 Kunal Ghosh, Sudipta Sen, | 2400 Crore This financial scam was
Financial Scandal Madan Mitra caused due to failure of
Ponzi Scheme.
Mumbeai International Mumbai 2014 GVK  Conglomerates  and | 5000 Crore The project was willfully /
Airport Ltd. Scam Airport Authority of India purposively delayed by 3
(MIAL) officials year to pass 5000 crore
undue benefit to GVK
(Conglomerates).
Air India Family Fare National 2014 (looked | Travel Agencies, Government | 6 Crore Under FFS (Family Fare

Scheme Scam

into the record
from 2007)

and Non Govt.
Travel Operator

Agencies,

Scheme) Concession 1is
given to employees of the

Contd...

12
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Scam

Locality

Year Reported

Liable Player

Sphere

Cursory / Brief

Airline in which they can
take their family to a
domestic once a year at
subscribed cost.  Travel
operator started
fraudulently altering the
fare on the basis of these
coupons.

Corporate Spy Gate
Scandal / Spy Gate

Probe

National
(Noida)

2015

Journalist ~ Santanu
Saikia, Energy  Consultant
Prayas Jain, and Shailesh
Saxena, Vijay Kumar, Subhash
Chandra, Rishi Anand, K.K.
Nayak are officials of Reliance
Energy, Essar Group, Jubilant,
ADAG Reliance, Cairns Energy
respectively. Some  ministry
officials and employees are also
involved. CBI has so far
arrested six persons including
an Under Secretary in the
Department of Disinvestment
and Grievances A.K. Singh,
Assistant in FIPB section R.
Niwas, Section Officer in the

Former

10,000 crore Rs.

Crucial/ Sensitive
information has been
leacked out of various
ministries i.e. oil ministry,
Coal  ministry, Power
ministry, Defence ministry.
Case is under official
secrets Act because
important documents are
stolen of above ministries.
This water tight case has
taken Corporate Giants
under scanner.

Contd...

13




Conceptual Framework

Scam

Locality

Year Reported

Liable Player

Sphere

Cursory / Brief

Department  of  Economic
Affairs L. R .Sharma, UDC D.
Singh, CA K. Gandhi and
Chitale's partner P.C.
Buddhadeb.

Govt. policy has been
leaked out. The entire
stolen information, which
could have benefited
various industrial houses as
well.
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On taking a review of above scams in India, it can be said that there is an
urgent need of good corporate governance. In the economy of liberalization and
globalization, the markets have become highly competitive and the economy
requires more transparency and accountability into the working of organizations.
The ultimate purpose of corporate governance is to create self driven, self

assessed and self regulated organizations.

1.2 VARIOUS FACETS OF CORPORATE GOVERNANCE

At this point two issues have been discussed i.e. models and mechanism of
corporate governance. There are so many forms of corporate governance; these
have been highlighted here to understand various types and structures of corporate

governance.

1.2.1 Models of Corporate Governance

There is no universal model of corporate governance. Varied models are
exists in the world of corporate governance. Main models of corporate governance

are as follows: '

Anglo American Model : This model is used as basis of CG in UK, USA,
Canada, and Australia. It is also known as “Anglo — Saxon model” it has
separation of ownership and control. According to this model shareholders appoint
directors who in turn appoint the managers to manage business entity. In This type
of model, board usually consists of executive directors and few independent
directors with limited ownership stakes in the company. This model also holds
position of CEO and chairman of the board.This model works an effective

communication between shareholders, board and management.

Japanese Model: Usually this model has banks, financial institutions and
corporate with cross-shareholder as shareholder. There is a supervisory board
which is made up of board of directors and a head, which are mutually selected by
Shareholders and Banks/Financial bodies. Most of the directors are heads of
different division of the company. Independent directors are rarely found in the

board.
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German Model : There are two boards in this type of model. They are
Supervisory board and the Management board. It is used in the German, France,
and Holland etc. Usually a large majority of shareholders are banks and financial
institution. Shareholders can appoint 50% of member to constitute the supervisory

board. The rest is appointment by employees and labour unions.

Table: 1.2

A Comparative View of Models of Corporate Governance-At a Glance

Model Name—> Anglo Japanese German Indian Model
Features American Model Model
Model
Oriented Stock Market | Banking Banking Stock Market
Towards Market Market
Shareholding | Dispersed Concentrated | Concentrated | Dispersed
Structure (Cross
Possession of
Shares)
Control External Internal Internal Both
' System
Known as Shareholder Focuses  on | Stakeholder Influenced by
centric model | Business centric model a history of
of corporate = Relationship | of corporate | powerful
governance governance family
ownership
Company By  officers  Main  Bank | By Mix of
Management | (managers) provides Management | German and
appointed by managers and | Board Anglo
BOD by Executive | (including American
management | labour relation model
Board)
appointed by
supervisory
. board
Election of | Shareholders = Shareholders | 50% by | By
Board of | elect Board of and main | Shareholders = Shareholders
Directors Directors Bank or | and 50% by
(Supervisors) Financial Employees
Institution and  Labour
Unions
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Indian Model: This model is mix of Anglo-American and German models.
In India there are large public and private sector enterprises including statutory
corporations, banks and financial institutions. Each of the companies has a distinct
feature of shareholdings. The widely spread shareholding and the related conflicts
interest between managers and shareholders, lead to the liberal and active market
of corporate control. This model gives priority to market regulation. The German

model of CG is followed in private companies.

1.2.2 Mechanism of Corporate Governance

The mechanism and control is a blend of internal and external control
systems. Effective corporate governance depends on mechanism and control of
CG. To meet strategic goals and to satisfy stakeholders need corporate governance
mechanism is essential. The researcher has made an attempt to show this
mechanism in following figure:

Figure: 1.1
Mechanism of Corporate Governance
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This mechanism of corporate governance has two facets-Internal as well as
External which are dealt here with: °

A. Internal Corporate Governance

Internal corporate governance monitors the activities and then takes
corrective action to accomplish organizational goals, if needed. Internal control

covers all organisational levels. These are:

The Board of Directors are responsible for organising and maintaining
adequate and effective internal control. The BOD’s safeguards invested capital.
And the ability of the board to monitor the firm’s executives functions its access to
information. Directors are bound to comply with the provisions of the companies
Act and to perform the general and specific duties imposed on them by the articles
of associations. The performance of BOD’s is the deciding factor for the corporate
governance. While preparing annual accounts the BOD’s must mention whether
accounting standard have been followed or not. In this way BOD’s controls board
functioning’s.

Performance based remuneration is designed to relate same proportion
of salary to individual performance. It may be in the form of cash or non-cash
payments such as shares and share options or other benefits. This mechanism put

responsibility on individuals to behave ethically without doing any mistake.

Audit committee is another control mechanism of corporate governance.
Audit committee is like a watchdog. Its role is to ensure that the auditors of the
company perform their duties satisfactorily and to the best interest of the
stakeholders. The concept of Audit Committee create a climate of financial
discipline and control by overseeing financial reporting process, monitoring

accounting policies, principles and internal control process.
Whistle blower is an employee who openly and freely alleges or informs

to government agencies and audit committees about wrongdoing of his own

company in the hope of preventing it.
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Code of conduct establishes policies and actions that are deliberated to
direct employees, officers and directors in the performance of their duties and
responsibilities and make sure the compliance with legal conduct. These policies

are applicable to all employees, executives and directors.

External Corporate Governance

This mechanism is related with external environment of business. External
corporate governance encompasses the influences from outside the firm on the
governance of the firm. These have originated from number of external sources.

These are as follows:

Debt covenants are contract between a company and its creditors that
the company should function within certain restrictions. This contract provides
certain limits, within which company has to operate. If any company is in risk
of violating its debt covenants then this gives indication to creditors and
investors to be careful about financial position of company as well as to take
corrective action.

In government regulations, Government has concern to prohibit
fraudulent and unfair trade practices. By making various laws government tries to
regulate and administer trade practices to protect stakeholders.

Corporates are facing global fierce competition, threatening their survival
resulting in continuous pressure to find adequate profitability by any means. So
companies are forced to follow principles of good corporate governance to survive
in fierce competition.

External Auditors and Managerial External Labour Market is control
systems of CG. The external auditors play a vital role in corporate governance by
examining financial statements of business entity.

Media enquiry and analysis of the workings, developments and procedure
of a company make certain that company is working properly or not. Close
observation by media expert ensures every activity of the company. Moreover
media also provides platform to whistleblowers to blow the whistle against wrong
doings of the company, if any. Observation and analysis of media expert provide

important knowledge and information to the stakeholders.
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1.3  INTERRELATIONSHIP OF CORPORATE GOVERNANCE WITH
RELATED ISSUES
In the new environment of corporate world, corporate governance has
represented cross connects of interfaces between corporate social responsibility
and corporate governance, corporate governance and sustainability, business ethics
and corporate governance. Therefore this head seeks to cover these
interrelationships. Corporate governance is not entirely effective without business

ethics and sustainable CSR drive.

1.3.1 CSR and Corporate Governance

Corporate Governance and CSR towards society are interlinked and
inseparable from each other. A corporate house is expected to provide good
governance to its stakeholders and society at large. It is because it enjoys many

facilities from the society.

Therefore, it is a well conceived fact that good CG itself is part and parcel
of corporate responsibility towards society. In fact environmental issues are also
part of good corporate governance. It is well known fact that the present
environmental problems are serious. The environment protection and pollution
prevention have been recognized as the essentials for good CG practices.

The concept of CSR originated in the 1950°s in the USA but it became
prevalent in early 1970.

CSR focuses on the wealth creation for the optional benefit of all
stakeholders-including shareholders, employees, customers, environment and

society.

Every stakeholder is connected with the company and wants it to be well
managed. The company has a responsibility towards stakeholders. Many leading
companies have taken up commendable CSR activities, but still large numbers of
listed companies have not done any major work on their CSR front.'® The MCA,
which introduced voluntary CSR Norms in December 2009, has not received a
favorable response from India Inc at large. Earlier, the voluntary guidelines had
said that companies should allocate money towards CSR in proportion to their

profits after tax. The reasons for an unfavorable response may be that the
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guidelines were non mandatory. Now, the MCA has agreed that the Bill now
includes provisions to mandate that every company having net worth of 500 crore
or more, or more turnover of 1000 crore or more or a net profit of 5 crore or more
during a year shall be required to formulate a CSR policy to ensure that every year
at least 2% of its average net profits during the three immediately preceding
financial years shall be on eligible CSR activities as may be permitted and précised

by the company.]7

The directors would be required to give revelation in their report, If any
such company does not have sufficient profits or is not in a situation to expend

prescribed amount on CSR activities.

It is observed that as a part of transformation process govt. of India has
commenced number of legislative reforms and radical changes in the Company Act
and corporate governance (Listing agreement). If India tries to reform legislative
framework of corporate world to improve corporate governance then sky is
the edge. This new Company Act and new norms on corporate governance may

. . - . 18
give positive consequences for Indian sector.

CSR today is synonymous with accountable and liable business
performance. The newly evolved concept of CSR (after making it mandatory) has
been changed the orientation of corporate sector. Now point of reference and
action of companies has been changed from shareholders centric to stakeholders
centric. In fact, release of the ‘“National Voluntary Guidelines on Social
Environmental and Economic Responsibilities of Business” is considered as
one major step by the Ministry of Corporate Affairs towards channelizing

corporate conduct of a company to corporate social responsibility.lg
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NVG’s on Social, Environmental and Economic Responsibilities of Business —

- Business should be conducted ethically with transparency and
accountability.

- Business should consider the well being of all its employees.

- Business should give value and uphold human rights.

- Business should take proper steps to protect environment.

- Business should respect civil rights.

- Business should provide safe goods and services to customers and
consumers.

- Business should focus on interest of all stakeholders.

- Business should maintain its compliance status with regulatory framework.

- Business should support inclusive growth of economy.

Business should work to improve the quality of life of people, promote
wellbeing of employees, be responsive towards all stakeholders, protect
environment, and support inclusive growth and equitable development. CSR is the

core of corporate citizenship.

Obligations towards Stakeholders

Companies should look after the interests of all those who are affected by
their policies and practices. All those who are affected are known as stakeholders.
To develop the culture of good corporate governance, corporates have various
obligations towards various stakeholders. Obligations are briefly shown as

follows—

e (Obligations to Society at large:

. Honest and ethical conduct

. Legal Compliances

. Political non-alignment

. Corporate citizenship by improving quality of life of people of
communities.

. Social concerns by not polluting

. Environment friendliness

22



Conceptual Framework

Healthy and safe working environment
Trusteeship and accountability
Timely responsiveness

Companies should uphold the fair name of country.

Obligations to Investors :

To enhance shareholder value and comply with laws and regulations
To promote measures of transparency and informed shareholder
participation

Transparency in financial disclosures and reports

Obligations to Employees :

To adopt fair employment practices

To provide equal opportunities to all employees
To encourage whistle blowing

To do Humane treatment

To provide participation in decision making

To provide empowerment and collaborative environment.

Obligations to Customers :

To provide good quality of product and services
To provide product at affordable price

Unwavering commitment to customer satisfaction

Managerial Obligations :

To protect company’s assets

Credible behaviour towards government agencies, having control
and being consensus oriented

To distinguish between direction and management

To devote their whole time to the affairs of the company.
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1.3.2 Sustainability and Corporate Governance

EEEN 1Y

The term sustainability is related with “to maintain” “to continue”. If we
correlate this term with corporate governance then this refers to the interests of
stakeholders, which should be considered in present and future. Here sustainable
development consists of environmental safety, economic growth and fair dealing
with community, these vitals should be considered while business activities,
growth and profitability.™

Conducting business in responsible manner is essential for sustainability.
Today corporate houses are emphasizing on corporate citizenship or responsible
business or sustainability rather than just CSR. No business can survive for long
time without focusing on vitals of sustainability. Contemplation for sustainability

is aspect of good corporate governance because corporate governance is not whole

without consideration on sustainability.

1.3.3 Business Ethics and Corporate Governance

Ethics offer a sure path to improve business practices. The ethical
principles are the rules of conduct those are imitative from ethical values viz.
honesty, esteem, accountability, justice, helpful and citizenship. Good corporate
governance is an integral part of business ethics.”' These ethical values present
direction to follow the path of good corporate governance. Thus business ethics is
foundation of good corporate governance. Devoid of business ethics corporate

governance cannot be thought in right spirit.
For good corporate governance ethics is required in all functional areas of

management such as finance, human resources, marketing, production etc. It also

ensures sustainability of business as well as stakeholders.
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1.4 LATEST DEVELOPMENTS AND AMENDMENTS CONCERNING
TO CORPORATE GOVERNANCE IN COMPANY ACT 2013 AND SEBI
GUIDELINES

For promoting good corporate governance, many developments have taken
place in corporate world of India. Revised listing agreement and new Company
Act 2013 is now important milestone in contemporary Indian corporate regulation.
These developments and amendments aim to align the SEBI requirements with the
provisions of the Company Act 2013 and adopt best practices on corporate

governance.

Following is a summary of developments and key changes:
1.4.1 Developments Concerning Corporate Governance

Some new developments have been adopted in India to ensure more
transparency and accountability in business behaviour. These developments have
been aimed to develop the sense of more responsible business behaviour towards
stakeholders. Following are some new developments which have been very

significant for Indian corporate world.

E - Governance

MCA and government of India has initiated MCA-21 program for making
easy access to the services of MCA. This service will enable companies to easily
report and easy of doing business. Consequently this will improve responsible
business behaviour of companies.

MCA 21 project provides the key benefits via- online incorporation of
companies, simplifies and easy mode of filing of forms, any time and any where
registration, inspection of public documents of companies, enhances customer
relationship building, transparency and timely redressal of investors griev::mc:e.22

The Ministry of Finances Financial intelligence Unit (FIU) has awarded
an IT contract to WIPRO INFOTECH to develop Financial Intelligence Network
viz- FINNET. FINNET will enhance capacity to collect financial information,
analyze it and disseminate actionable information to intelligence and law
enforcement agencies. This is a step towards accessing more financial information

of corporate houses to know the disclosures practices.

25



Conceptual Framework

E-IPO Mechanism

Sebi is looking into herald the global best standards on corporate
governance practices of listed companies. To revitalize the primary market
regulator Sebi has notified a new norm to sell shares through electric Initial Public
Offers (e-IPOs). Through e-IPOs investments in public offerings can be done
online without signing any physical document. E-IPO will help investors to buy
shares online without bulky documentation process. =

This move is a part of efforts to simplify the process of IPOs, lowering their
costs and helping companies to reach more investors to reach small town.

Initially investors would be able to place bid through online process.
Investors would also get SMS/e alert for allotment under the IPO, similar to alert

being sent to investors for secondary market transactions. For this mobile app has

been developed for bidding of shares.

Awareness Development Programmes by Prominent Agencies

ICSI strives to create ethos for good corporate governance. ICST has taken a
number of initiatives to promote standards of corporate governance. ICSI’s vision
is “To be global leader in promoting good corporate governance.” 2

ICSI has taken a lead step for promoting corporate governance by
organizing programmes on Directors Development and Capacity Building. Institute
also organises transnational conference on CG. ICSI has taken initiatives for Joint
Programmes with OECD, GCGF, GRI, INSOL International, Cass Business
School (London) etc.

On the other hand, IICA has synchronized with Thomson Reuters to hold
orientation programmes for companies and regulatory bodies. The objective behind
this initiative is to raise awareness on corporate regulation and governance. These

programmes covers sector specific orientation programme on corporate

governance, board effectiveness and industry trends, among others.

Implication of Climate Change

Today’s world is CO; regulated world. Now it’s a big challenge for
companies how they can reduce their Carbon Footprints to win in carbon regulated

world. Now concentration for carbon footprints is a tool of competitive advantage.
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If a company tries to reduce their carbon emissions to decrease level of carbon
footprints then it shows that companies are concerned with eco-friendly
environment and are serious for sustainable development which shows culture of
good corporate governance.”

In India, to cut energy costs and emissions diversified ITC plans to shift to
wind energy in several of its businesses. Mahindra and Mahindra plans to
valve the rising electric vehicle market in India. Infosys now plans to offer a
solution that gives companies a 360 degree view of their energy use, which will
help them to bring down power consumption and reduce costs.*®

After analyzing above practices, if we see another side of coin then it can
be said that companies are also adopting practices of good corporate governance
by trying to reduce carbon emissions which is the need of the hour.*’

Even companies can also get Carbon Credit, the concept of Carbon-Credit
come into existence as a result of increasing awareness of the need for controlling
emissions.”® C-Credit is a permit that allows the holder to emit one tone of CO;
which can be traded in the international market. C-Credit is any tradable Certificate
or permit representing the right to emit CO; or other Green House Gases (GHGs)

equivalent to CO;. The basic unit is one tone of CO; per year.

Green Initiatives

The MCA has taken a “Green Initiatives” in CG by allowing paperless
compliances by companies through electronic mode. Companies are now
required to use electronic mode to deliver documents. This tramp is in the direction

of e-governance.

Corporate Philanthropy

The concept of philanthropy is related with charity or donations. Indian
Corporate houses have started to give charity for philanthropy foundations to help
underprivileged class of the society. Philanthropy is related with “Act of Giving”.
These initiatives should be taken in right spirit and direction to pass a message to
Indian business community to contribute for charity of their wealth to help people,

which is the act of kindness of corporate houses.
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Corporate Governance Rating

It is also decided to introduce a new concept of “Corporate Governance
Rating” by independent agencies to monitor the level of fulfilment by the listed

companies, in addition to regular inspection by SEBI and Stock exchanges.

FICCI Established Centre for Corporate Governance

Industry body FICCI has set up in house centre to raise CG practices in
Indian corporate houses. This body is also helping to develop professionalism in
woman because now it is mandatory for companies to appoint at least one woman
director on corporate board.” This exclusive programme will get better gender
equilibrium. This centre is also working for academic research on CG and

providing scholarship.

1.4.2 New Norms on Corporate Governance

The new Companies Act has several additional provisions to enhance
corporate governance standards in India. The new corporate governance code

would require listed companies to follow the requirements as stated below: 30

Revised Clause 49 of the Listing Agreement

This head is discussed earlier under the head of developments taken place
on Corporate Governance in India (in sub - head - SEBI Board meeting 2014) So

there is no need of repetition of Revised clause 49 of listing Agreements.

CSR Agenda

Corporate Social responsibility Agenda every company having net worth of
500 crore or more or turnover of 1,000 crore or more or a net profit of 5 crore
or more during any financial year will have to comply with the CSR

provisions as laid down under Act. These provisions are - 4

- The qualifying company is mandatorily required to constitute a CSR
committee and to spend at least 2% of the average net profit made
during three preceding financial years on precise areas of CSR

activities.
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The committee will consist of three directors including at least one
ID.

The CSR committee will formulate CSR policy.

CSR committee will oversee CSR policy and this committee will
propose spending on CSR projects.

If a company fails to spend such amount, the board will specify the
reasons for unspent amount.

The company will give preference to local area (Around plant
operational area)

CSR policy should comprise details about programs and projects to
be undertaken.

The board will approve the CSR policy and disclosure about CSR
projects will be given in company annual report as well as on
website of company.

The specified activities under CSR Spend (As described in Schedule
VI1I of the act) are:

Reduction of poverty and removing hunger

Reducing child mortality and improving maternal health

Education

Environment Sustainability

Empowering women and promoting gender equality

Imparting of vocational skills

Social business projects

Improvement of health

Imparting of vocational skills

Contribution towards central and State government funds for socio
economic development and relief

Others

Presently SFIO has been set up by central government under new Company

Act 2013 to evaluate the CSR projects. SFIO assess that expenditures made by

companies for CSR are qualified as eligible CSR expenditure or not.
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Compulsory Whistle Blower Mechanism

Whistle blower policy has been made mandatory for listed companies
under new norms of CG. If any personnel detects” any unethical behaviour in
company (not only violation of law) then he/she may inform audit committee about
this. This Whistle blower policy will provide safeguard to whistle blower from
unfair employment practices and also provide direct contact to the chairman of
audit committee in extraordinary cases. Earlier this requirement was not
mandatory. Due to growing number of scams there was urgent need to make this
requirement mandatory. This mechanism may enhance transparency and
accountability. **

In India, many corporate houses have already formulated this policy before

the new act was enacted on this requirement.

Mandatory Nomination and Remuneration Committee

Sebi also mandated that all companies should have nomination and
remuneration committees. This committee’s objective is to recommend
appointment and removal of directors/Senior management and remuneration policy

and to evaluate performance of directors.

Setting up of Stakeholders Relationship Committee

The SRC will consider and resolve the grievances of security possessor
of the company. This committee is aimed to look into the redressal of shareholder

and investors complaints.

At the same time, new norms also talk about:
- Higher Auditor Accountability

- Wider Director Responsibility

- Code for Independent Directors
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In a nutshell, Company Act focuses on corporate governance, beyond
the financials. But still there is a long way to go. Countless initiatives need to
be taken to bridge the gap. Even top companies in India are not taking corporate
governance in true spirit. Institutional investors and regulators are demanding
better practices from promoters and company management. The new Companies
Act and initiatives from SEBI to improve CG are steps in the right direction. Now

Corporations in India cannot ignore this development.
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CHAPTER-2

REVIEW OF LITERATURE

Review of literature is an important aspect of any research because it
gives exact picture about the research conducted in particular area and indicates
about the need of future research. Review of literature enables us to know the
status quo of particular area of the researches conducted by the academicians and
research scholars. Moreover, this helps the research scholars to have deep
knowledge of the required field. In addition to that it also helps to decide thrust
area. In a nutshell, review of literature reflects what has been done so far in the
area of particular topic.

To discover the importance of present problem of study the review of
literature has been done. Existing literature has been reviewed to learn the ropes
of research questions and eyeball the repetition of the research topic.

It is imperative to review existing literature on corporate governance. The
reviews which have been carried out by different researchers are presented in
chronological order.

The basic objective of review of literature is to provide a solid theoretical
foundation for the study. Specifically to know “What is already searched
(known)” and “What is needed to be researched.” This may justify the problem
of the study, after finding research gap from literature review. Review of
literature helps in framing the research methodologies, research approach, and
research goals. In this way review of literature provides foundation for research.

Business Today - AIMS (1997)l in their survey of the best board of
directors among the country’s 100 most valuable corporates on the basis of four
parameters of corporate governance, i.e. accountability, transparency, quality and
independence found that the best five boards in India are Hindustan Lever
Limited, Telco Limited, Bajaj Auto Limited, HDFC Limited and Larsen and
Turbo Limited.

Balasubramanian (1998)” in his study stated that implementing rules of

good governance and following best practices in business will completely
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eliminate undesirable/ mal-practices of corporate or substantially protect the
shareholders interest. Rather it is internal audit function that contributes towards
better governance of the enterprise. He also found that independence of board of
directors could be compromised by a number of factors like their allegiance,
loyalty and friendship with the management group or even lack of time to devote
to company affairs.

Cadbury (1998)° in his work emphasized that there is an increasing need
among growing companies to tap global international capital markets for their
funds. As they compete to attract investment and raise capital worldwide, high
standard of governance is demanded by investors. Hence, corporate governance
i1s emerging as an important issue in international business.

Kathuria and Dash (1999)" conducted empirical study on board structure
and financial performance. They found that the size of the board plays an
important role in influencing the financial performance of corporations. A
marginal board member does not increase performance of the company.

Center for Monitoring Indian Economy (2001)° in its survey of major
unlisted companies observed that unlisted companies report poor profit margins,
pay lower salaries and wages, and lower dividends. It is also being argued that
due to considerably higher level of corporate governance, listed companies are
better performers and hence have greater access to additional capital. Center has
strongly suggested that there is a necessity to have good corporate governance in
sizeable unlisted companies for the protection of the interests of other
stakeholders.

Mehra Madhav (2001)° in his study mentioned that according to a
millennium survey of 25000 people across 23 countries and six continents for the
year 2000, 56 percent of the sample size reveals that the brand equity of the
company depended on its corporate citizenship while 40 percent respondents
reported that it was because of excellence. Only 4 percent opined that it was
because of their organizational practices.

Business Standard (2002)" quoted that a report has been prepared for an
investor’s forum in Malaysia. The report has examined and ranked 495
companies in 25 markets on their corporate governance scores. The report found
that better governed companies have higher return on equity (ROE), higher

economic value added and higher price to book premium.
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Mckinsey (2002)° in its survey of 30 leading family-owned business
found that most of the family-owned businesses are facing threat because of
conflict of interests among members of families. Such businesses are moving
towards third generation ownership. However, their counterparts in the west had
been wiser in this regard and had introduced best practices. The study also
depicts that only seven percent of the family-owned businesses will survive
beyond the third generation. It also stressed the importance of establishing a clear
and valid role for the family in a business, equal treatment of professionals and
remuneration family members. The report suggested that family owned
businesses must introduced best practices and lay down clear rules on governance
and leadership.

Dwivedi (2003)° in his study found that most of the companies in India
and at the global level are following the corporate governance norms/code. They
are just trying to comply with the code in letter and not in spirit. He suggested
that directors should be made personally liable for corporate wrong doings.
Indian companies should come out of the practices of following the law in letter
and strives to raise the standard of corporate governance to global benchmarks.

Gunasingh D.S. (2003)'"° in his study stated that in order to regulate and
ensure good corporate governance practices in the companies different bodies are
functioning like Securities and Exchange Board of India, Department of
Company Affairs, Stock Exchange and Professional Bodies. But there is problem
of coordinating all such bodies. So he suggested that instead of different
regulating bodies a separate body in India for corporate governance should be
established which would take care of only corporate governance matters. This
will help in saving time and financial resources of the government.

Mckinsey (2003)'" a research-based company in its Investor Opinion
Survey of 200 institutional investors showed that three-quarters of investors
polled regarded board practices to be as important as financial performance.
Study concluded that companies with good governance can get share premium
instead of companies with weak corporate governance.

Vijaya Murthy (2006)"° his study on Corporate Social Disclosure
Practices of Top s/w firms in India examines the Corporate Social Disclosure

practices of the top 16 software firms in India. Annual reports were used for
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content analysis to identify the practice of companies for reporting on CD
(Community Development), environment, HR (human resource). The study
concluded that reporting on human resources in annual reports of the company is
on prime importance than environment reporting. On the other hand some
companies are reporting on such issues in separate sections in the annual report
of the company.

KPMG (2008)" in its survey on “The State of Corporate Governance in
India” observed that spirit and practice of governance regulations and
performance need to be discussed. There is significant scope for improvement
exists in clause 49. To address the concerns of the majority shareholders
appropriate protection is required. Poll suggested that there is a need for stronger
regulatory review and exemplary enforcement, risk management practices need
to be improved, remuneration of CEO should be significantly linked to company
performance, and there is a significant need to enhance integrity and ethical
values. Quality of management discussion and analysis in annual reports is
moderate and CSR is not high on the agenda of Indian companies and boards
should be responsible for sustainability.

Myriam Rabbath, Asem M. Safieddine and Dima Jamali (2008)", in
their paper on” Corporate Governance and Corporate Social Responsibility
Synergies and Interrelationships” explored the interrelationship between
corporate governance and corporate social responsibility .They find that there is a
correlation between CG and CSR. They revealed that due to growing awareness
of their interdependencies there is a need to move beyond CG conformance
toward voluntary CSR performance. Their study suggested that there is a salient
two-way relationship and increasing overlap between CG and CSR.

Thomas and David (2010)"° in their study on “Human Resource
Development and Society: Human Resource Developments Role in Embedding
Corporate Social Responsibility, Sustainability and Ethics in Organizations”
argues that societal HRD (SHRD) can make an important and long lasting
contribution to CSR. However, it must also be cognizant of its business function.

Gautam Richa Singh and Anju (2010)'® conducted study on “CSR
Practices in India: A study of Top 500 Companies”. The objective of this study
was to scrutinize how India’s top 500 companies vision and perform their CSR.

The main findings of the study are that CSR is now presented as a broad concern.
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Companies CSR policies depends on turnover and profit. Out of top 500
companies, 229 did not detail information on CSR activities. 49 % of the
remaining 271 companies were reporting on CSR. Few companies have a
structured and planned approach. In India, still CSR is on their learning curve.

PWC Annual Corporate Director Survey (2011)I7 in the summer of
2011, 834 corporate directors responded to PWC’s 2011 Annual Corporate
Director survey. The survey revealed that directors are working conscientiously
to meet the increased expectations of stakeholders. They are serious about
transparency and accountability practices of company. For the sustainable
development of business they have started thinking on good corporate
governance practices.

Jorge A. Arevalo and Deepa Arvind (2011)"® conducted study on
“Corporate Social Responsibility Practices in India: approaches drivers and
barrier”. The objective of this proper is to examine how corporates in India infer
CSR. In this study they opined that Indian firms are now more concerned with
the approach of stakeholders rather than only shareholders. However there are so
many problems in India to implement projects on CSR. The basic problem is
identification of proper CSR activities for local community.

Dr. Urvashi Ghai Khosla (2012)" in her article on “An Empirical Study
of Corporate Governance Practices By Companies of India” revealed that
corporate governance 1s based on the ethics of truthfulness, justice,
evenhandedness, transparency, responsibility and commitment to values and over
the years, governance processes and systems have been strengthened in the
selected companies i.e. CMC Itd., FTS 1td., HCL Ltd., Hinduja 1td. She further
opined that there is still some scope for improvement in the levels of CG
standards and disclosures to be practiced in the company.

Ravi Meena (2012)20 in his article on “Status of Corporate Social
Responsibility in India : A Gender Perspective” reviewed that corporate social
responsibility towards women empowerment can become spark of expectation in
many ways right from changing attitude towards women in the society to making
women self-sufficient financially , physically and communally and enabling them
to stand on their feet. He further revealed that business houses can amply supply

finance to run activities on women empowerment projects .

38



Review of Literature

Meenakshi Verma (2012)*' in her paper on “CSR and Its Impact on
Women Empowerment” explored the various activities planned and carried out
for women empowerment viz. formation of Self Help Groups, Group
Developments, Capacity Building, Income Generation Activities.

Dr. R. Srinivasan (2012)22 in his article “Role of Audit Committee on
Corporate Governance™ discussed about objectives and importance of Corporate
Governance. He persist that Indian corporate sector need skilled and professional
resource person as independent director to make a good governed company. He
also highlighted the role of auditors as supervisor of company’s ethical conduct
and reviewer of financial statements to ensure transparency, which is the
important part of good corporate governance.

Corporate Social Responsibility (CSR) in Asia- A seven country study
of CSR website Reporting Wendy Chapple and Jereny moon (2012)>. Through
their scrutiny of website reporting of 50 companies in seven Asian countries
(India, Indonesia, Malaysia, Phillipines, South Korea, Singapore and Thailand)
they found that MNC’s are more concerned with initiating CSR projects in other
countries than in their own domicile country. Their practice of CSR also depends
on the factors of the country in which they are operating. Moreover CSR
practices of MNC’s vary country to country.

Frank and Stoelhorst (2013)* in their study on “The Role of
Governance in Corporate Social Responsibility” extends the Corporate Social
Performance (CSP) model by studying the role of governance structure and
governance arrangements in shaping corporate social responsibility. They carried
out study on Dutch Banks, to discover the supporting mechanism of corporate
governance for initiating CSR projects by these organizations. Further, they
examined the restraint which may affect CSR projects and performance. They
tried to uncover the CSR under the phenomenon of corporate governance. Their
study revealed that corporate governance system and structure affects the
implementation of CSR activities and projects.

Ganga S. Dhanesh (India 2014)” examined CSR as a probable
relationship management strategy that could strengthen relationships between
organizations and their employees. The sample size of the study was 244. This
constitutes employees of public listed companies of India. The purpose of the

study was to know the relationship between CSR performance and employee

39



Review of Literature

relationship with organization. They found that there is a positive correlation
between CSR and employee relationship. In this study they covered only
employees from all other stakeholders. They suggested that CSR can be used as a
Relationship Management Strategy in context of employee relations.

Sachin Dave (2014)*° in his article on “Companies tweaking staff
contracts to manage whistle-blowers “articulated his views on whether
companies are really providing protection to whistle blowers or not. He found
that still companies are not taking care of whistle blowers from unfair
employment practices. The new law on protection to whistle blowers is not
sufficient to provide safeguard to the whistle blower. Still companies are not
serious about this mechanism. In India this law is just as a Box Ticking Exercise
in corporate houses. Even after formulating policy on protection to whistle
blowers, employees are not feeling free to report unethical conduct in their
company.

Dun and Bradstreet (2014)27 in their survey titled “CSR be made
integral part of companies core strategy: Study” revealed that around 28 percent
of companies they are facing a big challenges to fulfill their corporate social
responsibility. These challenges are identification of proper social projects on the
basis of the community need and identification of beneficiaries. They further
advised that CSR should be considered on the high agenda of the board. CSR is a
major part of CG, so Indian companies should pay a unique attention on it to
develop sustainable responsible business sense.

Rahu Rishi and Milind Antani (2014)*® in their article titled “India:
Some Changes Made to Clarify CSR Expenditure Norms” they presented their
views on CSR practices in India, after making this requirement mandatory. They
stated that Indian companies are implementing their CSR projects through proper
CSR policies. To implement CSR projects properly there is a need of skilled CSR
personnel and CSR professionals with specifically skilled NGO’s.
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Table: 2.1

Review of Literature — At a Glance

Researcher/ Das”

Study By

Year 2005

Title Corporate Governance In India- An Evaluation

Objectives To know the areas wherein further improvements are required
for Corporate Governance.

Hypothesis Not Available

Sample Size

30 Companies for computing BSE Sensex and 50 companies

Computing NSE Sensex.

Statistical Scaling technique, Percentage method, Rank method,

Tools Used Averages and Scoring method.

Findings Researcher found that there is a big gap between “governance
requirements and governance practices in India. Private
companies are more concerned with disclosures on
stakeholders interest than Public Sector. Further, Listed public
sector companies have failed to comply with CG
requirements.

Suggestions Recommended for optimum combinations of executive and
non-executive directors as well as suggested to appoint
skillful, knowledgeable professional directors. In addition to
this there is a need to set up a separate framework to protect
shareholders interest.

Researcher/ Bhayana30

Study By

Year 2007

Title Corporate Governance Practices in India

Objectives To identify the compliance level with the mandatory

recommendations of KMBC, in reference to the Indian

corporate houses.

Contd....
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Hypothesis

Ho- There is no significant difference between the CG
practices of covered undertakings and the recommendations of
KMBC.

Sample Size

N-30

Statistical t test and Chi-square test

Tools Used

Findings Only few companies are complying with the mandatory
recommendations of KMBC.

Suggestions Study suggested the need of non-financial disclosures, IT
consultants (to provide all timely adequate information to
stakeholders) and Director’s training. Additionally investors
should take active interest in the composition of the Board of
directors.

Researcher/ Kaur™

Study By

Year 2014

Title Corporate Governance in Public and Private Sector Banks- A
Comparative Study of SBI and ICICI Bank

Objectives To analyze the status quo of CG in public and private banks.

Hypothesis There is no significant association between CG effectiveness

in public and private sector banks.

Sample Size

N-300

Statistical One way ANOVA, Likert Scaling, t test, Chi-square test

Tools Used

Findings There is lack of awareness about CG in public and private
sector banks. CG is more effected in private sector banks than
in public sector.
Board functioning should be given prime importance. There is

Suggestions a need of programmes and discussion on CG with all

stakeholders.

Contd...
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Researcher/ | Rana®

Study By

Year 2014

Title Corporate Governance in Telecom Sector

Objectives To overview CG practices in telecom industry and to study
co-relation between ownership pattern and performance of
company.

Hypothesis Hoi- There is no considerable relationship among ownership

pattern and corporation performance.

Hy:- There i1s no noteworthy association between board

features and corporation performance.

Sample Size

N-35

Statistical Panel Regression Model, Tobin’s Q and Return on Assets

Tools Used (ROA).

Findings In reference to the promoter’s possession (shareholdings)
when it increases, performance of company first increases and
then decreases. Ownership pattern of shareholding and board
characteristics considerably affects the performance of firm.
Further, CG compliance revelation completely contributes to
performance. Additionally board independence and board size
have positive association with performance.

Suggestions There is a need of minority shareholder director on board as
well as companies are required to be self governed by going
beyond mandated regulations. Moreover, regulatory
authorities should rethink on the limit of number of
directorships.

Researcher/ Marsh, Mercer and Wyman33

Study By

Year 2014

Title CSR Makes Business Sense

Objectives To know whether Indian companies have CSR policy to

Initiate

Contd....

43




Review of Literature

CSR activities and to identify the CSR initiatives in Indian

Companies.

Hypothesis

Not Available

Sample Size

N-40 (40 Indian Organizations)

Statistical Tool
Used

Percentage Method

Findings

73% Indian companies do not have CSR policy. Companies In
India are running CSR projects without CSR Policy. Moreover
10% companies do not run any CSR activity. Whereas 81%
identified CSR as important component for business strategy.
58% of participating organizations have an annual centralized
budget for CSR. To initiate CSR projects, 78% organizations
have partnership with independent non-profit organizations,
whereas 17% organizations work with their company’s own

non - profit organizations.

Suggestions

Indian Companies should redefine their CSR programmes
more strategically. They should have a CSR policy and proper
framework to initiate CSR activities.

After a study of ‘Review of Literature’ it has been observed that no

comparative study has been carried out on corporate governance practices in

chemical and fertilizers industry and in power industry from public and private

sector undertakings. The researcher realized that a integrated approach of corporate

governance is large ignored by previous researchers and a industry specific

comparative study in India, covering power and chemical and fertilizer industry, is

still uncovered by existing literature. So this research gap justifies the present study

on ‘“Corporate Governance Practices in India” (A Comparative Study of

Public and Private Sector Enterprises).
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CHAPTER-3

RESEARCH METHODOLOGY

Research methodology begins with the context which provides basis of
study. This methodology furnishes intensive knowledge of all aspects of research.
This chapter presents chosen philosophy of research as well as its adopted
approaches in setting up and carrying out study. Research methodology also spells
out the tools and techniques of data collection, presentation and interpretation. The
aim of this methodology is to provide blue print of the work to be carried out,
before starting the work.

Research methodology is about defining- What is to be studied? What is
the worthiness of study? When the study will be carried out? How and by What
means? The research methodology presents and designs ontology and logical
reasoning with concept of research problem. In recent times, the methodology is
highly based on logical and scientifically sequenced pattern. An attempt has been
made in this direction.

3.1 ORGANISATION OF RESEARCH

The research designl 1s a specific presentation of the various steps in the
process of research. Research design is a plan of action or blueprint for collective
analysis and interpretation of data. The final blueprint for the research work has
been shown as follows:

- Rationale of the Study

- Problem Identification

- Objectives of the Study

- Hypotheses

- Research Approach

- Sources of Data collection

- Techniques used to analyze the data
- Parameters of Interest

- Temporal Coverage of the Study
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- Sampling Design

o Sampling Frame

o Sampling Units

o Sample Features

o Sampling Technique

o Determination of Sample Size
- Contribution from the Study
- Limitations of the Study

- Organisation of the Study

3.2 RATIONALE OF THE STUDY

In recent years, attention for corporate governance has not only increased
but the notion has also broadened considerably. Nowadays CSR has become an
extension of good corporate governance. In India, in the last one decade or so,
corporate governance has evolved. Two developments have played a vital role to
focus more on good corporate governance i.e. introduction of clause 49 by SEBI in
2004 and the Satyam fraud in 2009.

The recent scams in India have put the spotlight on corporate governance
practices of Indian corporates. Good corporate governance is necessary to avoid
corporate scams, frauds and irregularities. Major scams like Reebok India Case?,
Kingfisher Airlines losses, Sahara scam, Hero motors scam, Satyam scam’, Spy
Gate Scam have shaken the confidence of public in corporate investments. Thus, in
this backdrop there was a need to study in this area and to suggest a road map for
good corporate governance for Indian corporate houses.

As well as good corporate governance is a vital determinant for investment
decision. Therefore, present study examines, whether the investment decision is
connected to corporate governance. In today’s scenario, it is important to know the
level of awareness in shareholders regarding their investment decisions.

This study extends the corporate governance practices by studying the CSR
performance of public and private sector companies. Interlink of CG and CSR
seem particularly relevant for corporate houses. CSR and corporate governance are
the issues of company’s management practices. CSR 1s part of CG. Corporate
governance is concerned with holding the equilibrium between individual and

community goals.
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To make the study more specific one, focus has been made on some
practices of HRD, Transparency, Health and Safety, CSR and Ecological in
reference to the executives, employees and community. Moreover, some
manifestation of investors has been covered in the study to know what attributes of
corporate governance matters most in investment decision.  This study is an
attempt in this direction, to know the practices of corporate governance in public
and private sector enterprises for chemical and fertilizer and power industries of
India.

Therefore, the rationales to commence the study are:

1. Some gaps have been observed after reviewing studies by various authors
mainly in terms of two things first; there was lack of coherence drawn
between various parameters i.e. Human resource development practices,
Health and safety practices , Transparency practices, CSR practices and
Environmental practices. This made the concept of corporate governance to
be specifically addressed in an integrated manner. Researcher found that there
is lack of coherence between the above five practices. So this study tried to
cover above parameters extensively.

Secondly, less research has been done on Corporate Governance and
CSR practices. The literature review was conducted under three parameters i.e.
corporate governance, CSR and shareholders. A considerable amount of research
has been conducted on how corporate governance matters to investors but a
comprehensive review of the present study revealed a significant information gap
on awareness level of shareholders. Present research also focuses on the specific
corporate governance issues related to shareholders, specifically on before and
after making investment decision. These issues were chosen on the basis of
importance provided by legal and regulatory framework and by leading
newspapers.

2. The motive behind opting Power and chemical and fertilizer Industry,
unlike many other industries in India, Power industry is the base of all
industries which are involved in production. These industries comprise of both
public sector and private sector.

Both covered Industries offer range of covered parameters of interest under
study. These industries also provided direct access to the people with whom

researcher need to be in touch with.
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3. The third rationalization for preferring employees, executives, community
and investors, is to make study more specific and purposive. These are
prime stakeholders of a company compared with other stakeholders
(customers, distributors, government, creditors etc) and covered stakeholders
are directly associated with company. Justification behind selection of only
four stakeholders for study is to present more comprehensive view of such
stakeholders. These selected stakeholders have immense importance and
contribution towards corporate governance practices.

Employees and executives contribute a lot to the firm. As well as they are
important active resources of the firm. Nowadays companies are bound to do
humane treatment with employees. Enactment of new act on whistle blowers
highlights the importance of employee stakeholder. Thus, the adoptions of fair
employment practices have become need of the hour. Therefore, it was felt crucial
to select employees and executives as sample group.

On the other hand, another stakeholder covered is community. Validation
behind this is that, after enactment of new law on making CSR mandatory,
community stakeholder is vital nowadays4. CSR is directly connected with
community stakeholder. This requires healthy and safe working environment by
environment friendliness. Furthermore, to improve quality of life of community
people is now duty of corporate houses by running various CSR activities.

Consequently, these requirements make it an optimum choice to study the
employee, executive and community stakeholders. The motto behind selection of
employees, executives and community was to make study more specific one as
corporate governance is a wide subject itself.

After scanning today’s scenario it has been identified that executives,
employees, community and investors are now source of competitive advantage. As
corporate governance subject is very crucial, contemporary and immense in nature.
Its coverage is wider one because this covers the interests of all stakeholders. If
researcher covers all stakeholders then study may turn into a layer study and may
not be meaningful in our motto. To extensively make study more meaningful,
comprehensive and purposive researcher has preferred only four stakeholders. For
this general to specific approach has been adopted.

This study is a modest attempt to examine the present practices of corporate

governance. If there is some deficiency, in that case to explore and suggest the
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valuable practices for road map of good corporate governance. The study has
extensive coverage of various contemporary issues on corporate governance.
Therefore, the study was justified due to the need of the good corporate
governance in present era. Furthermore, good corporate governance is a
significant factor in emerging and competitive market investment decision also.

The study will present the actual level of performance of corporate
governance in Indian corporate houses. In addition to this the study will provide
guidelines to improve corporate social performance, investor activism and
corporate governance. Moreover, suggested models in the study (last chapter-6)
will help corporates to establish better corporate governance in organizations
which may enhance their corporate image as well as competitiveness.
3.3 PROBLEM IDENTIFICATION

Corporate governance and CSR are receiving increasing attention now a
day, after enactment of new companies act 2013 and Revised Clause 49 of listing
agreement. Moreover, there is a need of good corporate governance to make India

more attractive investment destination. Furthermore recent financial crisis have
elevated the magnitude of excellent corporate governance.
In today’s circumstances the notion of corporate citizenship is very

imperativeto corporate world for sustainable development of business.

As economy will grow, the importance of corporate governance and CSR
will keep on increasing. As well as, there is a correlation between corporate
governance and investment decision. Moreover, corporate governance is now key
consideration issue for shareholders, before and after making investment decisions.

After reviewing the literature it has been found that impact of corporate
governance and CSR in Indian Power industry and in Chemical and Fertilizer
industry is yet to be explored. After setting the background of these industries
researcher found interest in sector specific evaluation in Chemical and fertilizer
industry and in Power industry from public and private sector enterprises.

The earlier studies on corporate governance comprehensively present only
mandatory aspects of corporate governance. So the present study is an exhaustive
study on integrated approach of corporate governance and CSR, which also

concerns very few aspects on HRD, Health and Safety Transparency and
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Ecological practices. These issues are directly related with the interest of
employees, executives and community. On the other hand, the study also presents
investors perception to reflect significant aspects of corporate governance which
matters most for their investment decision.

Even after introduction of new company bill 2013 the agenda of corporate
governance and CSR has been completely changed. And now CSR has been
received extensive attention of scholars. Hardly a few studies have looked at CSR
and corporate governance in developing countries like India. New rules of
corporate governance are shaping CSR practices. So in today’s scenario this issue
is very blazing.

As corporate governance is a pillar of CSR and the aim of the corporate
governance is to align the interest of individuals, corporations, society and
investors”.

CSR is as a dimension of corporate governance. CSR is based on self
regulatory principles linked to internal and external management of the company.
On the other hand, the term corporate governance indicates to an idea of
company’s governance issues related with transparency and accountabilityﬁ.

Recent corporate failures and scams involving poor governance and
unethical behaviour on the part of corporates agonize the corporate sector all over
the world, flourish the investor confidence in stock markets. These incidences
diminished the reputation and goodwill of even those corporates who enjoy the
trust and confidence of public at large like Satyam Computer Services, 2G Scams,
Reebok India fraud” and recent Spy Gate Probe. Hence, this study of corporate
governance sheds light on issues of investors also. Present study reveals that to
raise capital from investors, public and private sector enterprises should care
deeply about corporate governance.

In the new global environmental milieu, good corporate governance is a
necessity to line up with “Make in India” drive of PM Narendra Modi to make
India more striking investment target. While there are number of examples of poor
corporate governance, examples of good corporate governance are on counting
tips.

Therefore the problem of present study has been identified to know the
practices of corporate governance in Indian corporate sector with orientation

towards public and private sector enterprise. Today, good corporate governance is
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needed to create a culture of self driven, self assessed, and self regulated
organization. Good corporate governance is need of the hour to all the interest
group. Thus, after scanning present corporate environment and due to the interest
of researcher in contemporary issues of corporate governance, the present study
has been carried out.

In this study, the researcher was interested to work with the public and
private sector to gauge connection between corporate governance and investment
decision, in addition to corporate governance and current CSR trends.

Before finalization of research topic, preliminary study through pilot survey
was conducted by researcher. Researcher has also done scanning of literature on
corporate governance to be familiar with the concept. Along with a group
discussion was done with the persons having knowledge on corporate governance
to understand the relevance of topic.

At the time of Pilot survey, after receiving an initial approval from the
organizations, researcher communicated with the investors and with HR division to
organize meetings with management and to know the relevance of research topic in
current scenario of corporate citizenship approach. Researcher focused on new
issues as they arose in discussion and conversation. This discussion with
shareholders, management, employees, workers and local community helped

researcher to identify the present problem of study.

3.4 OBJECTIVES OF THE STUDY

Objectives are the declarative statements for research. They provide
directions to investigate the problem of study. These represent the main focus of
the study. The present study is undertaken with a view to emphasize on the present
status quo of corporate governance practices by Indian corporate institutions, in
public and private sector. These objectives are classified in main objectives and

secondary objectives.

Main objectives
These objectives exhibit broad goals to be achieved by the study. These are

stated as follows:
- To determine the present status quo of corporate governance practices by

Indian corporate institution, in public and private sector.
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The present study successfully achieved this objective specifically in
reference to the covered parameters of the study.

- To know the expectation level of stakeholders.
This study has achieved the above objective by knowing the expectation
level of stakeholders.

- To find out the gaps (if any) between laws and practices pertaining to
governance level.
Above stated objective has been moderately achieved because it was
observed during survey that few issues of corporate governance were not
freely dealt by respondents.

- To explore and suggest a model/ models, if required, to fill up the gap
between expectation and fulfillment level of stakeholders.
The objective of suggesting model has been accomplished fairly. In this
context the researcher has suggested four models i.e. Simple Model for
Good Corporate Governance, Integrated Model of GCG, Systematic
Model for Formulation, Implementation and Evaluation of CSR and

Model for Shareholders Presenting GCG Curve.

Secondary Objectives

Secondary objectives systematically address various aspects of problem
and define specific purpose of research. Following objectives are related to the
practices on HRD, transparency, health and safety, CSR, environmental,

community and shareholders:

- To know whether organizations are providing protection to whistle
blowers.

This objective has been accomplished entirely because all covered
undertakings have their own policy on protection to whistle blowers.

- To ascertain whether organizations are having proper comprehensive
system with reference to the health, safety and compensatory measurement
in respective to their employees, executives and community.

Above objective has been achieved utterly. As both covered manufacturing

industries have their hazardous operation plants. So health, safety and
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compensatory measurements issues are very crucial one to deal properly by
these companies.

To assess the different areas of CSR projects (like education,
infrastructural, health care campaigns, women empowerment, ecological
awareness, support  to NGO’s and relief in natural disaster) in which
public and private sector organizations are contributing.

Objective of identifying areas of CSR projects by both sectors has been
achieved partly because Chemical and Fertilizer Company from public
sector (NFL) was not qualifying norm of mandatory CSR. However
company has taken some initiatives for running CSR programmes for
community development.

To identify whether organizations are encouraging their employees for
volunteering in community development initiatives.

This objective on employee volunteering was moderately achieved because
this practice is more implemented by private sector enterprises than public
sector.

To determine various eco-friendly practices in organizations.

The objective was accomplished fully, because every covered undertaking
has followed plantation, recycling and some other ecofriendly practices.

To identify corporate sustainability factors and their improvisation.

Above objective was fully achieved, as all covered undertakings have taken
measures for sustainability.

To know the awareness level of shareholders and corporate governance
practices of companies towards shareholders.

This objective was partially attained because many investor respondents
were not concerned about attending annual general meetings.

To know the status quo of CSR practices for community development by
covered undertakings.

The above stated objective was fully achieved because CSR spend has

become mandatory for qualifying companies.
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3.5 HYPOTHESES

Hypotheses are the foundation for any research. A hypothesis is a testable
statement.® These are the assumptions about research. Present study aims to
explore the present status quo of corporate governance practices practicing in
Indian corporates, in public and private sector. To establish these assumptions
researcher took it in the hypothetical way as “Neo significant difference exists in
corporate governance practices on the basis of HRD, transparency, health and
safety, implementation of CSR, ecological issues and issues related to
shareholders practices in the surveyed organizations .

The following section describes the testable hypotheses which have been
formulated for the purpose of this research. These hypotheses have been
formulated separately for each covered practices and issues under study.

Testable Hypotheses
A. HRD Practices

H;:  There is no significant difference between ethical practices of HRD

in public and private sector enterprises.

H.. Three is a significant difference between ethical practices of HRD

in public and private sector enterprises.

B. Transparency Practices
H,:  There is no significant difference between accomplishment of laws
and radical requirements in public and private sector companies.
H.. Three is a significant difference between accomplishment of laws

and radical practices in public and private sector organizations.

c. Employee Volunteering Practice

H;: There is no significant difference between level of CSR project
implementation in public and private sector organizations.
H,: There is a significant difference between level of CSR project

implementation in public and private sector organizations.
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Ecological Practices

Hy:  There is no significant difference between the implementation of
ecological protection and improvisation in surveyed organizations.

H,. There is a significant difference between the implementation of

ecological protection and improvisation in surveyed organizations.

Health and Safety Practices

Hs:  There is no significant difference between empirical and pre-
emptive enactment of health, safety and compensatory
measurements in surveyed organizations.

H,. There is a significant difference between empirical and pre-emptive
enactment of health, safety and compensatory measurements in

surveyed organizations.

F. Respective to Shareholders

Hg:  There is no significant difference between assurance of corporate
governance practices for their respective investors and
implementation of these practices in surveyed organizations.

H,: There is a significant difference between assurance of corporate
governance practices for their respective investors and

implementation of these practices in surveyed organizations.

CSR Practices

H;:  There is no significant difference between projected practices for
community development and execution of projects on root levels by
surveyed organizations in their associative local communities.

H,. There is a significant difference between projected practices for
community development and execution of projects on root levels by

surveyed organizations in their associative local communities.
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Presentation of Entire Hypotheses — At a Glance

A brief assessment has been given of all covered hypotheses in tabular

form to provide a complete picture at a glance to the reader.

Table: 3.1

Tabular Presentation of the Entire Hypotheses - At a Glance

S.No.

Particular

No significant difference exists in corporate governance
practices on the basis of HRD, transparency, health and
safety, implementation of CSR, ecological issues and issues
related to shareholders the

practices  in surveyed

organizations.

Result

Alternate
Hypothesis
Accepted

There is no significant difference between ethical practices of

HRD in public and private sector enterprises.

Null
Hypothesis
Accepted

There is no significant difference between accomplishment
of laws and radical requirements in public and private sector

organizations.

Alternate
Hypothesis
Accepted

There is no significant difference between level of CSR

project implementation in public and private sector

organizations

Alternate
Hypothesis
Accepted

between the

implementation of ecological protection and improvisation in

There 1s no significant difference

surveyed organizations.

Null
Hypothesis
Accepted

There is no significant difference between empirical and pre-
emptive enactment of health, safety and compensatory

measurements in surveyed organizations.

Alternate
Hypothesis
Accepted

There is no significant difference between assurance of
corporate governance practices for their respective investors
and surveyed

implementation of these practices in

organizations.

Null
Hypothesis
Accepted

There is no significant difference between projected practices
for community development and execution of projects on
root levels by surveyed organizations in their associative

local communities.

Null
Hypothesis
Accepted
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3.6 RESEARCH APPROACH

Research approach spell out the plans and procedure for the research, this
specifies the method of data collection, analysis and interpretation. To provide a
more complete understanding of research problem a mixed research approach
has been used by researcher. This involves both qualitative and quantitative
approach. This approach of research is also known as pragmatic approach.
Researcher has used different forms of data collection and analysis. So under
quantitative research approach, researcher has used survey research to get
quantitative or numeric description of attitudes and opinions through questionnaire,
interviews and schedules. Researcher has used close ended questions to get
quantitative information. Concurrently, researcher has used qualitative research
approach by using open ended questions. Mixed Research approach has been used
with the intent of generalizing from a sample to a population.

Descriptive research has been used to describe interrelationships of
corporate governance with covered parameters.

Exploratory research’ has been used to explore the performance of
surveyed companies in reference to the HRD practices, Health and Safety
practices, Transparency practices, CSR performance, Environmental practice,
practices towards Shareholders and Community. Exploratory perspective of study
is based on hypotheses on HRD Practices, Health and safety practices,
transparency practices, CSR performance, ecological practices, community and
shareholders. Researcher has developed and tested hypothesis on these practices to
explore and present status quo of corporate governance in public and private sector
enterprises in India.

Nature of the present study is explanatory sequential mixed, exploratory,
empirical and descriptive. In explanatory sequential mixed aspect of study,
researcher has first conducted quantitative research then analyzed the results to
explain them in detail with qualitative research. The in hand study is considered
explanatory because the initial quantitative data results are explained further with
qualitative data.

Empirically, the study also takes base of observations during survey work.
Under the covered undertakings as researcher has verified some aspects through
observations during survey work. This practice has been done by researcher to

draw some general conclusions. Empirical research has been carried out to
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examine the present status quo of corporate governance practices in Indian
corporate institutions in covered units.
3.7 SOURCES OF DATA COLLECTION

Any social science research cannot be completed without data. On the basis
of the nature of data sources can be divided in two broad categories i.e. secondary
and primary .

For data collection from each selected units of the study, researcher
contacted with concerned persons and expressed an interest in engaging them for
this study. Researcher contacted with the HR department to collect qualitative data
and co-ordinate meeting and with executives and employees. When meetings
attended, researcher went through prepared questionnaires (copy attached in
Appendix) and focused on new issues as they arose in discussion and conversation.

Researcher contacted with workers at plant level to collect information
about health and safety, social security benefits and Industrial relations through
discussion during lunch period. As well as researcher also did conversation in
company’s township with community and outside the township with local
community nearby plant operation area. During plant visit researcher also observed
some important issues i.e. health and safety of workers and emergency
management system.

Communication with HR department was on going for support to get more
information with respect to background, additional information and statistics. Even
researcher also collected data from employees and workers after completion of
their duties working hours. During this mode of primary data collection
respondents were feeling free to discuss. Researcher also tried to collect
information through telephonic call but sometimes responses were not received
from respondents. And some of the responses were personally administered by

researcher on the basis of observation.

Secondary Sources of Data Collection
The following sources are used in the collection of secondary data
(1) Annual Reports and Accounts of NTPC Ltd., TATA Power
LTD.,NFL and CFCL,
(i)  Published materials of Ministry of Power and Ministry of Chemical

and Fertilizer in India,

60



(iii)
(iv)

)

(vi)
(vii)

Research Methodology

Publications of the International Finance Corporation (IFC),
Leading Journals and Newspapers (The Economic Times, Times of
India, Business Standard, The Hindu, The Financial Express),
Research Publications of KPMG in India — A Audit Committee
Institute,

Sustainability Report of Individual Companies,

Extensive use of internet has been made covering websites of the

selected companies and surveys on various websites.

Primary Sources of Data Collection

Every research is unique itself which requires first hand data (primary

data). The following methods were used in the collection of primary data —

(1)

(ii)

(iii)

(iv)

Questionnaire'': Questionnaires were designed separately for
executives, employees and shareholders, which has close ended and
open ended questions. The questionnaire was aimed to cover all the
essential questions to discover the problem of study.

Interview'”: Personal contacts were made with senior management,
employees, workers, community related to the corporate sector to
find out the clues on governance issues in the sphere of corporate
sector. Face to face interview and telephonic interview modes were
used for collection of data.

Schedule™: schedule was framed to collect data from community to
know the community development programmes by covered
enterprises.
Observation'*: Some of the responses were personally

administered by researcher on the basis of observation during plant

visit and field work.

3.8 TECHNIQUES USED TO ANALYZE THE DATA

The data is more related with qualitative one, so researcher has converted

qualitative data into quantitative data to analyze adequately and present them in

quantified manner. In this study, various statistical techniques have been used by

researcher to test the hypotheses under study and to present collected data in

required mode. The mixed method qualitative as well as quantitative has been
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adopted. The techniques used in the research to test the hypothesis and to analyze
the data has been shown as under:-

Statistical tools used in the study are as follows:

- Tabulations

- Percentages

- Mean

- Scaling Technique (Likert Scale)

- Graphical Presentations(Bar chart)

- Rank Concordance Method

- Z ( Standard Normal Variable ) '

To test the hypothesis researcher has used Z (s.n.v). And critical value of Z
has been used. Calculated value of Z has been compared with critical value of Z
for interpretation. The value of Z is used for testing the difference between the
means. To identify that the obtained difference between the two samples mean
represent a true different between their populations. Reasons behind using Z'°:
- Samples are larger (n>30)
- Covered variables under study are independent in nature.
- Present research involves a comparison between two populations.
- The difference between them may be studied by comparing their sample
means.
- Here the mean of two different samples (i.e. from public and private
sectors) have to be compared.

The formula for calculating Z for two independent samples is as follows:

where ¥\ and ¥2 are the means of the two samples, A is the hypothesized difference
between the population means (0 here since testing for equal means), o; and o, are
the standard deviations of the two populations, and njand n; are the sizes of the
two samples.

The above formula has been applied in MS Excel to calculate the value of Z.

62



Research Methodology

3.9 PARAMETERS OF INTEREST

The study was focused on the following parameters for all covered stakeholders:
For employees and executives:

- HRD Practices

- CSR Practices

- Transparency Practices

- Environmental Practices

- Health and Safety Practices

For shareholders:

- Factors of consideration for shareholders before investment decision'’

- Opinions (feedback) of shareholders after investment decision

For community:
- Various programmes and projects initiated by companies for community
development under CSR practices of companies.

Company visits were made before the new company Act 2013 was
enacted. According to the new law, now some issues covered in the study have
became mandatory. These are whistle blower mechanism and formulation of
CSR committee.

At the beginning of this research, the issues on whistle blower policy and
CSR were not mandatory. In 2013 the new Company Act was enacted and then
these issues became mandatory.

3.10 TEMPORAL COVERAGE OF THE STUDY

Present study is confined to period of 1 April 2011to 30 June 2016. During
this period many radical changes were made in the disclosure mechanism and
reshuffled CG and CSR to overcome from the corporate frauds. The newly enacted
act is robust in the manner of corporate governance and CSR activities. Review of
clause 49 has harmonized the provisions of clause 49 with relevant sections of
companies Act 2013. This new Act has been applicable from 1 October 2014. For
good corporate governance some new provisions have been introduced such as
compulsory whistle blower policy, woman director on board, expanded role of
audit committee, mandatory CSR for qualifying companies (2% of average net
profit of last 3 years), compulsory constitution of CSR committee for qualifying

companies etc. MCA and SEBI have tightened corporate governance norms to
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raise the standards of corporate governance and to promote good corporate
governance during the period of study. The selected units were visited before

the new Companies Act 2013 was enacted.

Following table depict the activity schedule followed by researcher
during research.
Table-3.2

Temporal Coverage of Activities

S.No. Activity Period

l. Conceptual Study 8 Months
2. Preparation of Questionnaire and Schedule 3 Months
Js Pilot Survey 3 Months
4. Survey 18 Months
3. Analysis, Interpretation and Tabulation 4 Months
6. Final Report Writing 6 Months

3.11 SAMPLING DESIGN
Sampling Frame

The universe of the study is related with the power industry and chemical
and fertilizer industry of India including both public and private sector companies.
As the problem of the study is “Corporate Governance Practices in India — A
Comparative Study of Public and Private Sector Enterprises”, accordingly to
justify the title of the problem which is at Indian level, researcher has selected four
states of India i.e. Maharashtra (Chembur), Delhi (Badarpur), Rajasthan (Gadepan-
kota District and Anta District) and Madhya Pradesh (Vijaipur-Guna District). In
this way selected four companies are from four different-different states of India.

As Maharashtra is a well organized state and this is known as India’s
economic power house. Mumbai is provincial capital of India and located at
southeastern region of India. This city is main commercial centre of India. Many
well diversified manufacturing industries are there. Mumbai is commercial hub as
well as economic and financial centre of India. After concerning these attributes of

Mumbai (MH) researcher has selected this state.
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Simultaneously, Delhi (Badarpur) is the largest commercial centre in
northern part of India and Delhi is National Capital Region of India. Its population
today reveals the distinctiveness of almost every constituency. Delhi truly reflects
the prosperity and diversity of India. And power industry is very important
industry of city’s economy.

On the other hand, Rajasthan state represents the northwest part in the
study, under covered companies. Rajasthan is among leading investment
destination in India because of investment friendly policies and excellent
infrastructure. Area wise, Rajasthan is largest state of India. Rajasthan region has
vast latent for electricity generation through renewable power sources and wind
power. CFCL is one of the leading companies in chemical and fertilizers industry
situated in Rajasthan. Considering these attributes researcher has selected this
company for study.

Another selected state, Madhya Pradesh is top most state in terms of GDP
of India. MP is “stick” economy of India.MP represents central India and second
preferred state for the corporate world to get industries set up. MP is new fastest
growing state of India. Many key industries are situated in MP. Covered sample
unit NFL is large scale industry from public sector undertakings in MP state.

Therefore, researcher rationally selected above four states after recognizing
and deliberating peculiarity and characteristics of these four states.

Sampling Units

This study seeks to cover the corporate governance practices in Indian
corporate sector. It is noteworthy that there are large numbers of corporates in
country. The main focus of the study is on public and private enterprises of India
representing chemical and fertilizers industry and power industry. Being a specific
study in approach of sector, industry and stakeholders (employees, executives,
community and investors), two companies from each sector and each industry were
considered for inclusion in the study. A comprehensive list of all power and
chemical and fertilizer companies was constructed. For preparing list of all power
companies Indian power sector website and ministry of power website were used
and for constructing list of all chemical and fertilizer companies two sources were
used i.e. department of fertilizers website and ministry of chemical and fertilizers
website. Indian listed public and private sector companies were considered for

inclusion in the study.
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The sample selection criterion was based on following attributes of sample

units:

To cover leading companies from associated covered industries.

To cover listed Indian public and private sector companies.

To cover at least three states and one NCR region to represent Indian

level.

To cover manufacturing industry.

To cover only those companies in which parameters of interest under

study can be covered.

Therefore, researcher rationally selected following 4 companies because

these companies were found vital in the above mentioned criteria. Two companies

are from public sector and two companies are from private sector. The comparison

has been made between public and private sector to make study more justified. The

geographic sphere of sampling units covers four states i.e. Maharashtra, Delhi,

Madhya Pradesh, and Rajasthan.

Following selected units fulfill the requirements for the study and

appropriate for the research for aforementioned sectors. The table 3.3 represents

the geographical sphere as well as characteristics of sample units.

Table 3.3

Features of Covered Undertakings —At a Glance

Total

Total No. P Owner-
of No. of State Company Lt Industry ship Reason. for
: Non- Name | Covered Selection
Executives :
Executives
Listed
Maharashtra 2
TATA | Trombay s Leading and
374 (48) | 406 (52) (SOI;];Z?S:)H“ POWER Unit Power Private Manufacturing
company
Listed,
Delhi Leading and
326 (41) | 462(59) | (National Capital PﬁQ)ER Baﬂi?t’“ Power | Public | Manufacturing
Region-NCR) company
Power Public
Rajasthan Anta Listed,
R (NorthwestRegion) NTPC Unit Leading
= Contd...
M.P. NFL -y Chemical and
415 (53) 370 (47) (Central ].I’ldla) LTD. Vl_]alleI' and Public anufacturing
Unit Fertilizers companies
. Listed
: Chemical ’
Rajasthan CFCL | Gadepan ; Leading and
330(49) | 338D | (NorthwestRegion) | LTD. Unit | o ;};F‘ Private | ypinufacturing
ertilizers company
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Sample Features

Demographic profile of the respondents of all strata represents the sample
features. Demographic profile of employees and executives is based on
designation, level of educational qualification and years of association with their
respective company. Shareholders respondents profile is based on age of investors,
level of educational qualification, income level and years of investment in the
company. Moreover, community respondent’s features are classified on the basis
of age group and gender. The detail description of the whole demographic profile
is shown in chapter-5 (Data Analysis and Interpretation under Part-A

Demographic Profile).

Sampling Technique

The sample for a particular study represents “who will be surveyed”. Here
sampling means “how sample to be chosen”. The study is comprised of the
heterogeneous population. The population is divided in strata for increasing a
sample’s statistical effectiveness. Researcher has obtained a representative sample
across many population attributes. The present study is based on Probabilistic
Samples and Non Probabilistic Samples]8 because samples have been chosen at
random basis from entire population. This study is based on Stratified Random
Sampling with Convenience Sampling“"

Stratified Random Sampling is used because population is heterogeneous.
Heterogeneous population of this study is composed of unlike elements, such as
sharcholders, executives, employees and different levels of management personnel
and community. The bases of the stratification are the key variables under study.
Here respondents are executives, employees, sharcholders and local community
from public and private sector undertakings. This method of sampling is based on
obtaining information randomly from those respondents who were easier to reach
and easier to access information. The purpose of selection of this sampling
technique is to make study more reliable and representative in nature. This
technique provides a scientific technique of drawing samples from the universe.

Convenience sampling method was more relevant for community
population because list of population was not available for local community
respondents. Thus token respondents from local community were randomly

interviewed to cross verify the responses concerning CSR issues. In reference to
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the individual shareholder population this method was appropriate because there is
very big universe of shareholders. Then due to the limit of time and efforts,
researcher included conveniently available individual shareholders in the sample.
While selecting the samples through both techniques, the cautious approach of the
researcher was to select representative units from population for the study and
researcher has not been compromised with this fact.
Determination of Sample Size

In reference to the all stratum disproportionate stratified random sampling
has been applied for sample sizes. This method does not give proportionate
depiction to stratum. However proportions of all strata in their respective total
population vary, but equal weight has been given to the respondents under
disproportionate stratified random sampling method of strata sample size.

Sample size for Executives and Employees

Researcher mailed the questionnaires to the all executives and employees
respondents. All respondents are from literate group. Researcher mailed 125
questionnaires to each covered undertakings.

Out of 125, researcher got 115 filled questionnaires from NTPC out of
these 7 were partly filled and 5 were technically incorrect. Researcher finally got

103 correct questionnaires from NTPC.

113 questionnaires were received from TATA POWER, 12 respondents did
not reply. 4 questionnaires were incorrect and 8 questionnaires were not
completely filled. Here finally 101 questionnaires were received from TATA
Power.

114 questionnaires were mailed by respondents from NFL out of these 8
were partly filled and 4 were inadequately filled. Lastly researcher received 102

correct questionnaires.

Out of 125,113 questionnaires were received by researcher from CFCL, out
of these 7 questionnaires were not fully filled and 5 were technically incorrect.
Researcher got 101 completely and adequately filled questionnaires from CFCL.

The questionnaires which were not received, partly filled and improperly

filled were mostly from the employee respondents.
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In total, 407 questionnaires were found correct. To avoid fractional
calculation researcher selected 400 questionnaires out of 407. This exercise
resulted in a final sample of 400 respondents to make study representative. Results
of the sample study can be applied in general, for the universe with 5 % level of

confidence. Description of the sample size is shown in the following table:

Table 3.4
Tabular Representation of Sample Size for Employees and Executives
Company | Industry Sample Sample Total Sector Sector
Size of Size of e Wise
Executives | Employees (ii)+ (iv) Total
(1) (ii) (iii) (iv) (v) (vi) (vii)
TATA
POWER Power 50 50 100
Chemical
CFCL Ltd. and 50 50 100 200 PRIVATE
Fertilizers
NTPC Power 50 50 100
Chemical
NFL Ltd. and 50 50 100 B FUBLIC
Fertilizers
Total 200 200 400 400

There is no major variation in strength of the employees and executives (As
shown in table 3.3) between above mentioned sample units. Therefore, researcher
decided to take an equal sample size from all the units. The equal sample size from
all four units is meaningful for comparison, analysis and from calculation point‘m
of view. Thus researcher has taken sample size of 100 from each unit and in total
400", And there is not big variation between strength of employees and executives
of each selected unit, so researcher has again divided sample size of 100 equally

between executives and employees 1.e. 50 (As shown in above table 3.4)
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Sample size for Shareholders

There is very big universe of shareholders. Due to the limitation of time,
efforts and money researcher decided to cover only individual shareholders of
selected companies. These individual shareholders are part of public non-
institutional shareholdings. Again total number of individual shareholders was very
large and typical to cover. Hence researcher decided to take only identical sample
size of shareholders.

Researcher mailed 35 questionnaires to the shareholders of each selected
company. From NTPC shareholders respondents 5 respondents did not responded
2 filled questionnaires were found inaccurate and 3 were partly filled. 30 filled
questionnaires were received from shareholders of NFL Company. Out of these 2
were not completely filled and 2 questionnaires were found -erroneous.
Shareholders of TATA Power Ltd. mailed 31 filled questionnaires. Out of these, 2
questionnaires were identified erroneous and 3 were partly blank.

Lastly, 32 questionnaires were received from respondents of CFCL
remaining did not respond. Two questionnaires were wrongly filled and two were
partly filled. Finally, 104 questionnaires were found completely filled and correct.
Thus researcher decided to take total sample size of 100 respondents to avoid
fractional values during analysis. Therefore, this complete exercise took the sample
size of 100. Consequently, researcher decided to take equal respondents from each
company to make study representative from each covered undertaking. To present
the reflection of individual shareholders perceptions, an identical sample size of 25

shareholders respondents from each company has been taken.

Sample Size for Community

Researcher has selected token respondents from local surrounding
community, nearby plant area of covered units from public and private sectors. The
strength of local community was very extensive and it was impossible for
researcher to contact with every citizen, due to limitation of time and efforts.
Therefore researcher decided to discover 25 token respondents from each sector
(public and private) from local community, to discern community development

initiatives taken by associated company. This took the final sample size to 50.
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Covered respondents belong to service, business classes as well as few
were illiterate and other was literate from different —different age groups and
gender. On the other hand, selection of these respondents was based on their

beliefs, values, culture, religion and income group.

3.12 CONTRIBUTION OF THE STUDY

This study will provide information to the contemporary researchers,
students of post graduate courses, general readers and to the professional
community (i.e. senior executives, board members of corporate houses, policy
makers and regulatory authorities, industries association) who are seriously
involved in improving the quality standard of corporate governance in India.

The study gives fresh and original expositions of the issues relating to
corporate governance in Indian context. The present study has examined various
contemporary issues of corporate governance in India. This study also presents
some practical suggestions with suggested models, if these suggestions will be
implemented then good corporate governance and enhanced corporate image can
be achieved.

The study has presented the actual level of performance of corporate
governance in Indian corporate houses and also provides some guidelines to
improve the corporate governance framework in India. The study is highly
important and relevant in the changing scenario of business world, which is going

to be more competitive than it is now.

3.13 LIMITATIONS OF THE STUDY

The study focuses merely on activities of leading Indian companies from
Power, Chemical and Fertilizers industry, thus restricting one’s knowledge of
corporate governance practices of other industries.

In undertaking this study researcher was confronted by several challenges,
some of which reflected the adversity towards the topic and others included
concerns about confidentiality. It was important while engaging with the
companies to emphasize two things:

(1) Researcher faced some resistance in acquiring information; some

companies were very resistance to us for meeting with their staff

independently of the HR department. However post several
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discussions, the companies approved and agreed to have an open
hand free environment for conversation which was key to the
success of this study.

(i1) During interaction with local community, sometimes they were not
able to co-operate due to their literacy level. However researcher
prepared schedule for community considering this problem.

Some other limitations are-

Firstly, as it is natural that the study is bound to have few limitations.
Efforts have been made to collect primary data in concern with various aspects
contained in study. Since collection of primary data is a difficult task and it is
possible that many respondents have not presented their views sincerely and
independently. So the conclusions may not be fully correct.

Secondly, Researcher has adopted questionnaire, observation and interview
method and schedule to collect primary data. Where in it is possible that the
persons interviewed or responding the questionnaire has not shown deep interest
with a view to not disclose the secrets of their particular company. Respondents
were feeling hesitation to co-operate adequately because issue of corporate
governance 1s very sensitive itself and due to the fear of disciplinary action by
management.

Thirdly, researcher has faced the problem of human limitations of an
individual in undertaking inability to understand and interpret correctly the subject
matter of the study. However, questionnaires were designed in simple form by
using easy words.

The researcher also faced problem in getting the responses in an adequate
numbers with complete responses, this is witnessed in sample size selection in
earlier part. And it is also possible that respondents of the corporate have presented
only a very rosy picture instead of true picture.

In addition to the above, some common limitations faced by most of the
researchers in the manner of resources i.e. lack of money because researcher was
not getting funds from any agency and using own funds, lack of time because the
topic is large one and Ph.D. programme is a time bound programme. Addition to
that, there was no specialized survey team to assist in conducting the survey-work.
Researcher also faced the problem of specialized technical hand to help in data

analysis and interpretation.
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However, the study had made an intense attempt to carry out the research
project in its true approach. Researcher had tried to make fresh and original
exposition of corporate governance practices of Indian corporate sector and
thereby drawn certain important conclusions for corporate governance practices in
India. Further findings of this study provide some useful suggestions for

implementation purpose with recent issues of corporate governance in Indian Inc.

3.14 ORGANISATION OF THE STUDY

The present study has been divided into six chapters. A brief review of each
is provided as follows to explain the reader each chapter at a glance:

Chapter I discusses the conceptual framework of corporate governance
along with interrelationship of corporate governance with related issues. A
scenario on evolution of corporate governance has been presented. Thereafter, an
overview on present status quo of corporate governance in India is discussed.
Some new developments and amendments related to corporate governance have
been discussed.

Chapter II reviews the literature to identify the research to be carried out
and to understand the concept of the problem. Review of existing literature justifies
the present research after identifying the research gap.

Chapter III, Research methodology has been presented in this chapter.
This chapter introduces the problem under study along with the rationality,
objectives, hypotheses to be tested, sampling design, parameters of interest and the
significance of the study. As well as chapter also introduces the research
methodology that has been used to understand the problem as stated in the light of
defined objectives. It also enumerates the limitations of the study and finally
provides the organisation of the study.

Chapter IV provides profile of covered sample units under study. A brief
introduction has been given covering organisational system of companies as well
as organisational set up of CSR system of NTPC Limited., NFL, TATA Power
Ltd. and CFCL Limited along with financial highlights of these companies.

Chapter V empirically investigates the status quo of corporate governance
in the Public and Private sector enterprises in India. The result of the study is
discussed which is based on surveyed data collected from executives, employees,

community and shareholders. This result is presented in seven broad categories i.e.
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HRD Practices, Transparency Practices, Employee Volunteering, Ecological
Practices, Health and Safety Practices, Practices respective to Shareholders and
CSR Practices.

Finally, Chapter VI concludes the summary with specific and general
conclusions of the study. Some suggestions have been given to the Indian
corporate world to strengthened corporate governance practices. Suggested models
of corporate governance have been given to promote good corporate governance.
A direction has been given to suggest further areas of research to the researchers

for further research.
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CHAPTER 4

PROFILE OF COVERED UNDERTAKINGS

4.1 PREAMBLE

The basic purpose of this chapter is to provide the outline of covered Public
and Private sector companies. It is an endeavour to highlight the essential facets
while describing the profile of covered undertakings. These are Introduction,
Organizational set up with Organizational structure of CSR system, Committees of
the board, Policies on corporate governance, Sustainability, Product portfolio and

Financial highlights.'

To justify the title of the study, researcher has first sketched the profile of
public companies and then private companies. The outline of the covered

companies has been presented in following order:

A. National Thermal Power Corporation Limited (NTPC Ltd.)
B. National Fertilizers Limited (NFL)

C. TATA Power Limited

D. Chambal Fertilizers and Chemicals Limited (CFCL)

Firstly, the Power industry, then Chemical and Fertilizers industry has been

studied in order to discover the profile of companies.
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4.2 NATIONAL THERMAL POWER CORPORATION LIMITED

wiee

NATIONAL THERMAL POWER CORPN. LTD,

1. Introduction

NTPC has been given the dignified “Maharatna Status”. Its sound corporate
governance practices made NTPC the first company to exercise the maharatna
powers. Company has 22 stations of power generation in 5 Regions crosswise
India. With 43109 MW, NTPC is the largest electricity generator and the largest
purchaser of coal in the country.

NTPC incorporated on Nov.7, 1975. On 8 Dec.1976, the Govt. of India
cleared NTPC’s first pithead super TP project at singruli in UP. The authorized
capital of company was Rs. 125 crore. In 1978, NTPC take over management of
Badarpur project. In 2004 NTPC became a listed company and in 2005 company
have changed to NTPC Ltd.

To accelerate power advancement in India NTPC was set up. NTPC
positioned 337th in the 2012, Forbes Global 2000 ranking of the world’s largest
companies. NTPC plans to become a 1, 28,000 MW company by 2032. Company
1s going to actualize new 23 projects in various states of India by including 22,444

MW capacities.

Company has eight key corporate objectives:

- Business portfolio development
- Customer focus

- Agile corporation

- Performance leadership

- Human asset development
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Financial soundness
Sustainable power development
Research and expansion
Vision
Vision of the company is —
“To be the world’s biggest and best power manufacturer, powering

India’s growth”.

Mission

Organization has mission to develop and provide reliable power, related
items and services at competitive prices, combining various energy sources with
modern and eco-friendly technology and contribute to society. Company is
following core values of “BE COMMITTED”

2. Organisational Set-up

Here, organizational set up of NTPC is given:-

Chairman and M.D.
Directors
v v B v
Diirector Director Diirector Director
(Commercial) (Operations) (Project) (Finance)

!

Executive Director and Independen} director

!

General Manager

The manpower strength (officers and staff) of the company stood at

22496 in financial year 2014-15. At last year this strength was 23,411.
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Organisational Structure of CSR System in NTPC Ltd.

At headquarter level company has given up obligation on Human Resource
Director. Executive director oversees the responsibility of CSR under director HR.
Specifically at plant level, ED give project wise charge of CSR on General
Manager or on additional manager or on deputy general manager of Human
Resource department. This responsibility of CSR is as an additional responsibility

on HR department.

( Director HR
Executive Director CSR
Headquarter l

Level General Manager CSR

'
J ; ! }

Additional Additional Additional Additional

\ GM GM GM GM
: Head HR
Station l
Level Senior Manager CSR
Deputy Manager HE Deputy Manager HE.
\_ Officer CSE. Officer HR.

79



Profile of Covered Undertakings

3. Committees of the Board

Generally a board critically evaluates strategic direction, management

policies and effectiveness of a company. For this the Board of NTPC established

the following committees:

I

9 8 BN U &= W o

10.
1.
12.

13

15

Audit committee

Shareholders/investors grievance committee

Remuneration committee

Committee on management controls

Contracts sub-committee

Project sub-committee

Investment/contribution sub-committee

Committee of the board for allotment and post allotment activities of NTPC’s
securities

Committee of functional directors for contracts

Corporate social responsibility and sustainability committee
Committee for vigilance matters

Committee for review of coal mining activities

. Committee of directors for inorganic growth
14.

Committee for review of coal import policy

. Exchange risk management committee

4. Company’s Policies on Corporate Governance

Company follows some policies to carry out duties in ethical way. These

policies act as enablers to carry out duties. Following are some policies of

company:

Training to board members

Policy to evaluate non executive board members
Whistle blower policy

Policy for insider trading

Fraud prevention policy

Policy for RPT’s
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5. Sustainability
NTPC commit them to generate and provide reliable power in sustainable
manner by use of multiple renewable energy resources. Company is also working

for community development by taking many CSR initiatives.
Triple Bottom Line Performance of Company

Here companies TBL performance is given in three parameters i.e.

economic, environmental and social. Following figure shows aspects of TBL.

e ~— 2 = 2
,ﬂ\nronment S

Model no. 4.1 Parameters of Triple Bottom Line
Source: Company Website

¢ Economic Performance
Economic performance of company again includes seven aspects which are

shown as follows in figure:

‘\ Environment . Social
/ /

Model no. 4.2 Parameters of Economic Performance
Source: Company Website
NTPC has also adopted clean development mechanism (CDM) with their

economic growth path for sustainable development. In striving to low carbon

future NTPC is aligning its “economic growth with sustainable development”.

¢ Environmental Performance
The company has proactive approach for environment management and

sustainability. Company has effectively used ash for environment protection as

81



Profile of Covered Undertakings

well as developed green belts around surrounding areas of operation. NTPC is
using conventional and non- conventional sources of energy. For this company has
initiated renewable energy projects.

Its vision statement on sustainable energy development is “Going higher

on manufacturing as well as dropping GHG magnitude”.

NTPC is also enforcing Green Infrastructure. NTPC has separate
Environment Management Department to manage disposal of waste, ash
management, for ash utilization and for taking other environment preventive

activities etc.

® Social Performance

NTPC 1s a leader not just in power production but also in people
performance. It strongly believes in “citizens first” approach. It also provides an
adequate healthcare to local community. With the purpose of community
development NTPC provides health centre in affected villages as per community

need.

6. Product Portfolio of Company

Business Areas of the company are -

- Power generation, distribution and transmission
- Consultancy services

- Power trading

- Ash utilization

- Coal mining

- Equipment manufacturing
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Financial highlights at a glance for the period of 7 years (2008-09 to 2014-

15). The key highlights of performance perspective of NTPC are shown below:

Table: 4.1
Financial Highlights of NTPC Ltd.

Year Sales PAT EPS | DPS | Sales (in Crores) Generation
(in Mu’s)
2008-2009 | 8201.30 | 9.95 | 3.60 417913 206939
2009-2010 | 8728.20 | 10.59 | 3.80 461687 218840
2010-2011 | 9102.59 | 11.04 | 3.80 54705 220536
2011-2012 | 9223.73 | 11.19 | 4.00 61002 222068
2012-2013 | 12619.39 | 15.30 | 5.75 64910 232028
2013-2014 10975 | 13.31 | 5.75 71490 233284
2014-2015 10291 | 12.48 | 2.50 72528 241261
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4.3 NATIONAL FERTILIZERS LIMITED

1. Introduction

NFL, a schedule A’ and a Mini Ratna (Category-1) company incorporated
on 23rd August 1974. Its corporate office is at NOIDA (U.P.) NFL is under the

administrative control of Ministry of Chemicals and Fertilizers. NFL has an

authorized capital of 1,000 crore and a paid up capital of 490.58 crore out of which

Government of India has 90 percent share and 10 percent is held by Fls and others.

NFL has five gas based Urea Plants viz. Nangal and Bathinda in Punjab,
one at Panipat in Haryana and two at Vijaipur (MP). Total annual urea installed

capacity of the company is 35.68 LMT.

NFL is India’s largest Central Public Sector Enterprise in fertilizers sector
with a turnover of over Rs. 7300 crores. NFL is also engaged in manufacturing and

marketing of Industrial products, trading of complex fertilizers and other Agro

Products.3

Mission
NFL's central goal is to be a business sector pioneer in manures and a
significant player in all its different organizations, presumed for consumer loyalty,

sensible prize to shareholders and sympathy toward environment and the group.
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2. Organizational Set-up

An organizational set up of a company including board of directors
provides strategic road map for the future growth of the company. Organizational

set up of NFL is shown as follows:

Chairman and MD

Directors

. . .

Finance Marketing Technical

. . ’

1.ID’ 2.ID’s 3.IDs
¥

Managers

(At different levels)

The manpower strength of the company as on 31-3-2015 was 3798 as

compared to 4068 in previous year.

Organisational Structure of CSR System in NFL

Company has team to initiate CSR projects in the local community. This
CSR group is comprised of Public Relation Manager, Senior Manager Civil,
Senior Manager Electrical, Deputy Manager Public Relation and Deputy Manager
Finance. This team coordinates to implement CSR programmes in local

community nearby plant area.

85



Profile of Covered Undertakings

Hierarchy of Organisational Structure of CSR System in NFL is shown:

Director Marketing

|

CSR. Team

!

! | ! |

Senior Senior Deputv Deputv

Manager Manager Manger Manager

Civil Electrical Finance Public
Relation

3. Committees of the Board Directors
Company has set up following stated committees-
e Stakeholders relationship committee
e Audit committee
e Nomination and remuneration committee

e Health and safety committee

l

Officer
Public

R.elation

iy

At
Plant

Level

e Committee on corporate social responsibility and sustainable development

e Committee on business development and strategic planning

4. Company Policies on Corporate Governance:

Company has adopted some policies to conduct business in a responsible

manner. These policies are:

e Whistle Blower Policy
e Risk Management Policy
¢ Legal Compliance Policy
e Insider Trading Policy
e Health Safety and Environment Policy
e Remuneration Policy
e Research and Development Policy
e Policy on RPT’s
e Ethics Policy
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5. Sustainability
NFL has taken various initiatives in adopting best practices 1i.e.
environment management, energy conservation and social upliftment.
Following are some initiatives taken by NFL for sustainable development:
e Use of cleaner and greener fuel by utilizing Natural Gas to reduce carbon
footprints.
e Improved energy efficiency and increased throughput by implementing
energy saving schemes and maintenance practices.
e Development of sustainable products i.e. Neem coated Urea fertilizer,
liquid Bio fertilizer.
e Safety and environment consciousness by afforestation NFL has planted
79729 trees in and around various units.
For inclusive and sustainable development NFL has taken above initiatives

due to increasing climatic changes.

6. Product Portfolio
NFL produces and supplies big range of industrial and agro products,
which are as follows:
» Urea (kisan urea, Neem coated urea)
» Industrial Products (Methanol, Nitric Acid)
» Bio- fertilizers (liquid and solid)
(A) Nitrogen Bio-fertilizer
(B) Phosphorous Bio fertilizer

» Agri business (Seeds, compost, Beutonite, sulphur and pesticides)
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Information on financials of company is given here:

Table: 4.2

Financial Highlights of NFL

Year Sales | PAT | EPS DPS (Lakh MT) Employee Nos.
(er.) | (er.) (as % of | Production
Equity) (area)
2008-2009 | 1697 | 97 | 1.99 6.00 33.44 4868
2009-2010 | 1704 | 172 | 3.50 10.50 33.30 4760
2010-2011 | 1886 | 139 | 2.82 8.50 33.80 4699
2011-2012 | 1978 | 127 | 2.58 7.80 34.01 4515
2012-2013 | 1727 | -171 - - 32.11 4291
2013-2014 | 1995 | -90 - - 36.36 4068
2014-2015 | 2092 | 26 53 1.70 36.39 3798
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4.4 TATA POWER LIMITED

1. Introduction

Tata power was established by Darabji Tata in 1910. The company leads
the way for generation of electricity in India nine decades ago. Before 1st April,
2000, The Tata Electric companies comprised of The TATA Hydro Electric
Supply company Limited (1910), The Andra Valley Power Supply Company
Limited (1916) and The Tata Power Company Limited (1919).

With collision from 1st April, 2000, Andhra valley and Tata Hydro merged
into Tata Power. Today, Tata Power is India’s largest incorporated power utility. It

has an established generation capacity of 8521 MW in India and has a noteworthy
existence of thermal, hydro, solar and wind power. It is one of the largest
renewable energy company in India. Company plans to increase generation
capacity from green energy resource. Tata Power has gross installed capacity of
912 MW from clean energy sources of which 447 MW comes from hydropower

and 465 MW comes from renewable sources of energy.

The company is on a multi-fold growth path and is going to implement 8
projects in various states. Tata power is a leading player in renewable energy
resources. Company is going to build the first hanging solar plant in India.
Company is more focusing on clean energy. Company is operating its business at
23 plants in India and 2 in abroad. TATA is committed to 'responsible growth’.
Company is tumbling carbon footprint to join global initiatives to combat climate
change; company is lashing for energy conservation and creating sustainable

employment for society. TATA is focusing on green legacy.
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Vision
Vision of the company is “Integrated play for stakeholder value creation”.

Mission

To become the most admired and responsible power company delivering
sustainable value by safe execution of projects, Achieving company’s
sustainability intent of “Leadership with care”, by having best practices on Care
for the surroundings, Care for the public, Care for the clientele and investors, and

Care for the people.

Values

Company’s values are stated by acronym SACRED, which means-

Safety - Safety is a core value
Agility - Swiftness, awareness and being practical
Care - Care for stakeholders

Respect - Treat all stakeholders with esteem and poise

Ethics - Achieve the most admired standards of moral values

Diligence - Do everything with a meticulousness that delivers quality and

4
excellence.
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2. Organisational Set up
A brief structure of organization setup of TATA Power is shown in the

following figure:

Chairman

:

Board of Directors
I

v v v
Executive Independent Managing
Director Director Director and CEO

Managers

The manpower strength (officers and staff) stood at 4310 as

compared to 4244 at the end of the last financial year (2014).

Organisational Structure of CSR System in TATA Power Ltd.

At Director
Headquarter l
Level Executive Director CSR
/ General Manager CSR

l

Additional General Manager CSR

. |

Plant Deputy Manager CSR
v
Level l l l l
\ Emplovees  Emplovees Emplovees Emplovees
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3. Committees of the Board

To look into the various matters and to ensure effectiveness of business

functioning, company has formulated following committees:

- Audit committee of directors

- Risk management committee

- Remuneration committee and nomination committee

- CSR committee

- Stakeholder relationship committee

- Executive committee of the board

- Ethics and compliance committee

4. Company Policies on Corporate Governance:

To promote ethical behavior in all its business activities and practices,

company has formulated following policies:-

e Ethics policy

e Remuneration policy for directors

* Risk management policy

e Internal policy

e Policy on RPT’s

e Policy for board of directors

e Insider trading policy

e  Whistle blower policy

e Sexual harassment policy

e Human rights policy
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5. Sustainability
The TATA Power Sustainability Model confines the thought process across

economic, environment, social and cultural dimensions.

Care for our
Environment

{society at large)

Model No. 4.3 A Model of Sustainability at TATA Power

Source: Annual report of the company

The Tata Power Sustainability Model covers the whole range of
stakeholders (customers, shareholders, community, employees, society at large).
Company's efforts towards Care for People, for Community and for the

Environment are detailed below:
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Care for people - Safety

Company has declared safety as a core value. Consequently, emphasized its
intent for maintaining a healthy and safe environment in and around its operating
facilities as well as at project sites.
Care for Customers

Company has “24 x7Sampark Kendras” which has integrated, software
based complaint management process. Company regularly commences energy
audit for industrial and commercial customers.
Care for Community

Company has identified the following five thrust areas that can help it focus
its community relations:
a) Augmenting rural primary education system
b) Building and strengthening healthcare facilities
c) Attractive programs on employment
d) Building social infrastructure
e) Developing sustainability for inclusive growth

Company is pursuing initiatives across all the identified thrust areas.
Presently, Community Relations Initiatives are optimistically impacting lives of
0.3 million people across 208 villages. Around 7,200 hours of volunteering for
social reasons was created by employee participation.
Care for Environment

For Tata Power, "Care for the Environment" implies targeting outcomes in
compliance with laws and regulations, minimizing GHGs, water re using and
reducing, minimizing waste and discharges, preserving the bio-diversity and
increasing the green cover in the surrounding area of its operations.
Club Enerji

This is an initiative that takes energy preservation away from company.
Tata Power Club Enerji arrives at school children through various interactive
mediums and sensitizes them on the need to accumulate power. It has contacted

more than 400 schools in India and has sensitized over 5.2 million general public.
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Affirmative Action
Company has centered its efforts towards 4Es - Education, Employability,
Employment and Entrepreneurship programs for the development of

underprivileged communities, particularly SCs and STs.

6. Product Portfolio

Types of products and services in each business segment of TATA Power are:

Power - Generation, Transmission, Distribution and Trading of Electricity
Coal - Mining and Trading
Others - Defense Engineering, Solar Equipment, Project Contracts/

Infrastructure, Management Services, Coal Bed Methane, Investment,

Shipping and Property Development.

7. Financial Highlights -At a Glance
Financial Highlights at a glance for a period of 7 years (2008-2015).

The key highlights of performance perspective of Tata power are shown:

Table: 4.3
Financial Highlights of TATA Power Ltd.

Rs. Crore

Year Sales PAT EPS DPS (%) | Generation

(in crore) (in Mus)
2008-2009 7236 968 43.69 115 14807
2009-2010 7098 048 40.77 120 15946
2010-2011 6918 941 41 125 15325
2011-2012 8496 1170 4.53 125 15230
2012-2013 9567 1025 3.44 115 15770
2013-2014 8627 954 3.50 125 42809
2014-2015 8681 1010.29 3.30 130 272 GW
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4.5 CHAMBAL FERTILIZERS AND CHEMICALS LIMITED

Creadcal Fetllties
B Chismmicak ILimEod

1. Introduction

CFCL is one of the largest private sector fertilizer producers in India. It
was promoted by Zuari Industries Ltd. in the year 1985. Its two nitrogenous urea
plants are located at Gadepan in Kota district of Rajasthan. The two plants
manufacture about 2 million MT of urea per annum. The first plant was
commissioned in 1993 and second plant in 1999.

The company was founded by Dr. K.K.Birla, one of the most respected
industrialists. In the year 1985 Zuari Industries limited promoted Chambal
Fertilizers and Chemicals Limited. With the passage of time, CFCL has
consolidated its position in Agri-business. Chambal fertilizers cater to the need of
the farmers in eleven states of India. CFCL is the lead fertilizer provider company
in the state of Rajasthan.

Today, the company has attained a leadership position in the pesticide
business in North India.

CFCL is promoting sustainable farming practices through its “Uttam
Bandhan™ programme. Under this programme, the company organizes harvest
seminars, product and field exhibition and farmer meets.

Vision

Company’s vision is “To be the leader in the fertilizer industry by
providing high quality fertilizers, create value for all stakeholders of company, and
play a catalytic role in delivering food security for India”.

Mission

Company’s mission - “Growth and success of the company will be

achieved by sustainable agricultural practices and by creating sustainable rural

development in India.”
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2. Organisational Set-up
A brief of organizational set up of Chambal Fertilizers and Chemicals is
shown in following figure:
Cha_ilfnan

Co-chairman

.

Directors
Non Executive Independent Managing
Directors Directors Director

Organisational Structure of CSR System in CFCL Ltd.

Director
CSE I‘\llan ager )
l At
CSR Team Plant
l Lewvel
Te‘l:;_m Teim Tei.m Tia.m

Member Member Member Member W,

3. Committees of the Board
CFCL has some committees at board level to oversee quality and integrity
of business activities of company, these are:
e Audit committee
e Project monitoring committee
e Remuneration committee

e Banking and finance committee
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e Investors grievance committee
e Quarterly result review committee

e Compensation committee

4. Company Policies on Corporate Governance

Following policies are formulated by CFCL to prevent unethical behavior

within company, these are:

» Whistle blower policy

e Code for insider trading
5. Sustainability

Chambal is committed to be a sustainable enterprise for the benefits of all
stakeholders. The company has integrated conscientious practices into its
production strategies, to manage the three confronts - financially viability, social
improvement and ecological veracity. Being a sustainable enterprise company
balances financial strength with social and environmental responsibilities.
Company is promoting sustainable farming and improving the quality of life.
Company has taken so many initiatives for health care, infrastructure and
education. Company is promoting equal opportunity for all employees by
empowering them.

Triple Bottom line performance of company
e Economic Performance

Being a leading player in fertilizer industry, CFCL has a biggest challenge
to maximize agriculture income while adopting sustainability strategy.

CFCL is using a part of economic profits of the company towards the
development of neighboring areas for improving quality of life. To initiate and
sustain meaningful actions, company has formed K.K.Birla Memorial Society to
consolidate all CSR activities.

e Environmental Performance
Chambal is committed to investing in eco-friendly technologies and

practices across the business value chain. The key objectives of environment
preservation and regeneration programme are optimizing resource efficiency,

controlling toxic waste and effluence, renewing ground water and using green

energy.
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Company has initiated various technological and operational changes for
resource optimization and for reducing carbon footprint. Company has also
strategy to reduce energy consumption, utilize waste heat, strive for renewable
energy options and use energy efficient products.

The fertilizer industry contributes directly and indirectly to emissions of

GHGs particularly Coy and Nyo, through the production. For Climate change

issues, company has strategy for reducing GHG emissions which is focused on

increasing energy efficiency in short term and incorporating proven energy

emission-reducing technologies. All the Coy formed during ammonia production

is reused in urea production. The greener cover around plant premises helps in
sequestering Co,

Company has responsible effluent management, spill management system,
responsible waste management. Also Company has vision to conserve bio-
diversity. In this way, company has a pro-active attitude and enthusiasm towards
environment protection.

e Social Performance

Chambal values human capital and empowering the workforce. Chambal
believes that well trained manpower is the key to the company’s success. Company
has various employees benefit schemes to secure the financial future of staff.

Chambal has a strong safety management system to ensure workplace
safety. Company has a well defined emergency handling system, safety training,
safety review system, safety of contract workers, association with world class
safety institutions are some initiatives taken by Chambal to encourage proactive
safety behavior.

Chambal is playing a catalytic role in creating sustainable development in
rural India through its two programmes- Uttam Roshani and Uttam Bandhan. KK
Birla memorial society of chambal initiates and sustains CSR activities. This
society is now responsible for implementation of all Uttam Roshani programmes.
Uttam Roshani programmes includes programmes for primary education, technical
education, entrepreneurial skill development, health care, women empowerment,
agriculture services, facilitation of various government schemes, rural

infrastructure improvement.
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6. Product Portfolio
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There are five basic products of company crop nutrients, crop protection,

herbicides, seeds and farmer advisory services. These basic products of company

are diversified as shown in figure:-

Crop Nutrients

}

Fertilizers
(Major nutrients)

Crop Protection

!

Specialty Fertilizers
(Micro nutrients)

| |

Uttam Uttam
Keetnashak Kharpatwarnashak
(Insecticides) (Herbicides)

e Seeds (Uttam kranti)
e Herbicides

e Farmer Advisory Services(Uttam Bandhan)

7. Financial Highlights - At a Glance

}

Uttam
Phaphundinashak
(Fungicides)

Financial performance of company from year 2008-2015 has been shown in

following table:

Table: 4.4

Financial Highlights of CFCL

Year Sales(in PAT EPS DPS MT (in lakh)
Mreg) Production (area)
2008-2009 | 4595.54 23056 Lac 5.54 1.80 19.18
2009-2010 | 3574.50 24905 Lac 5.98 1.90 20.31
2010-2011 | 4647.43 325.18 crore 7.81 1.90 21.00
2011-2012 | 6455.13 247.29 crore 3.80 1.90 21.46
2012-2013 | 7337.48 305.61 crore 5.73 1.90 20.92
2013-2014 | 7981.89 372.00 crore 7.28 1.90 18.52
2014-2015 | 7976.00 303.00 crore 7.28 1.90 18.85
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4.6

A COMPARATIVE VIEW OF CSR

UNDERTAKINGS - AT A GLANCE

Profile of Covered Undertakings

SYSTEM IN COVERED

A summary has been presented in following table, to give a complete

picture of CSR system in covered undertakings of public and private sector.

Table: 4.5

A Comparative View of CSR System in Covered Undertakings — At a Glance

Parameters NTPC Ltd. TATA Power | NFL CFCL
Ltd.
1. CSR Company has | Company has | Company has | Company has
Department | Separate CSR | Separate CSR | no separate separate CSR
Dept. at plant | Dept. and Dept. for Cell with a
level and HR | separate CSR | CSR; Public CSR manager,
manager manager to relation Dept. | to oversee
overseeing handle is handling CSR activities
activities of projects. CSR with a team of
CSR with activities. four persons.
some other
employees of
company,
designated at
different
levels.
2.Prime Vocational Livelihood Infrastructural | Education
Focus Area Training enhancement | development | with
(Tailoring and | and women nearby plant employability.
beautician empowerment | area.
classes for
women skill
up gradation)
Contd....

101




Profile of Covered Undertakings

3.Unique Creation of Beach Generating Employee
Activities mountains cleaning drive | awareness volunteers
with ash waste | at Dadar about working for
at Dadar Choupaty sanitation and | helping to fill
Plant, (Mumbai), arranging dust | pension forms
organizing Employee bins in and helping to
yoga camps, volunteers to | villages and avail govt.
movie Vvisits support local schemes. As
arrangements | Swachh community well as
for orphanage | Bharat for Interview skill
children. Abhiyaan and | cleanliness. development
promoting by employees
employee in youth.
volunteering
worldwide.
4.Area of Local Area’ Wide Local area Local area
Coverage for | (Near Plant coverage not
CSR Operation) only at local
Activities® area
5. Separate Separate Separate No separate Separate Cell
Group for Group for Group with group — As an | with a
CSR running CSR | Separate added separate CSR
Activities programmes employees for | responsibility | manager — not
and projects — | running CSR | on Public as an added
but as an projects and Relation responsibility.
added activities — Department.
responsibility | Not as an
on HR added
department. responsibility.

102




Profile of Covered Undertakings

REFERENCES

Profile of all covered undertakings has been prepared from websites of

companies, annual reports and sustainability reports of the companies for
the year 2011- 2015.

www.ntpc.co.in
www.nationalfertilizers.com
www.tatapower.com
www.chambalfertilizers.com

CSR activities are referred for health, education, infrastructure, poverty
reduction, sanitation, skill development, empowering women, environment,
etc.

Local Area means only near plant location and only for local community.
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CHAPTER -5

DATA ANALYSIS AND INTERPRETATION

Introduction

This chapter is focused on research objectives. An attempt has been made
through a survey to attain these objectives. This chapter involves the presentation
of primary data, which have been collected through questionnaires and schedules
from respondents namely employees, executives, shareholders and community.
Later on hypotheses have been tested. Results of the survey have been presented in

two parts, these are:

e First part consists of demographic profile of the respondents.

e Second part consists of testing of hypothesis by calculating value of Z.

Part A
5.1 DEMOGRAPHIC PROFILE

In this research work, four companies have been taken for this comparative
study. Two companies are from public sector and two companies are from private
sector namely National Thermal Power Corporation Limited (NTPC), National
Fertilizers Limited (NFL), Tata Power Limited and Chambal Fertilizers and
Chemicals Limited (CFCL). Three types of structured questionnaires (For
employees, executives and shareholders) and one schedule for community were
prepared. These questionnaires were provided to the respective respondents of

public and private sector enterprises.
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5.1.1Demographic Profile of Employees

Table 5.1

Educational Qualifications of Employees

Educational Qualifications Public Private
Sector Sector
Diploma 44 42
Graduates 45 48
Post Graduates 10 6
Any other 1 4
Total 100 100
Figure 5.1 Educational Qualifications of Employee
60
50

44

42

Diploma Graduates Post Graduates Any other

B Public Sector ™ Private Sector

Analysis:

From above chart it can be observed that most of the respondents have
possessed Diploma and Graduate in both sectors. On the other hand, 10 percent
and 6 percent respondents from public and private sector respectively, are from

Post Graduate. And remaining possesses other degrees.

105



Table 5.2

Years of Service

Data Analysis And Interpretation

Public Private
Years of Service

Sector Sector
0-5 10 24
6-10 27 38
11-15 20 24
16-20 23 8
21-25 8 3
25+ 10 3
Total 100 100
Analysis:

Table depicts that six categories have been formed to analyze the question

of years of service of respondents, with associated company. It is found that most,

i.e. 27 percent from public and 38 percent from private sector respondents have

been worked for 6-10 years in their respective organizations. Very few

respondents’ length of service is above 25 years. It shows that timely promotions

are going on in all units of public and private sectors.

Table: 5.3
Educational Qualifications of Executives
Public Private
Educational Qualifications

Sector Sector
Diploma 3 1
Graduates 15 9
Post Graduates 72 79
Any other 10 11
Total 100 100
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Figure 5.2 Educational qualification of Executives
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Analysis:

From the above table it can be observed that most of the respondents from

public and private sectors are from Post Graduate. The qualifications are mostly

professional in nature i.e. M.Tech., MBA etc. It is also justified because they are

enjoying higher positions; so they requires more conceptual, technical, behavioural

and decision making skills.
Table: 5.4
Years of Service
Years of Service Public Private
Sector Sector

0-5 5 10
6-10 i 54
11-15 30 33
16-20 15 2
21-25 18 1
25+ 25 0
Total 100 100
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Analysis:

Table No. 5.4 reveals that in public sector, majority of the respondents with
30 percent are related with 11 -15 years of service. However, in private sector the
majority of respondents with 54 percent, are related with 6 — 10 years of service
and 33 percent are from category of 11-15 years. To enquire such factor of years of
service of executives was important for the survey because their years of
association with related company can reflect more experience about corporate

governance practices.

5.1.3 Demographic Profile of Investors

Table: 5.5
Age of Investors
Age Public Private
Sector Sector
20-30 yrs 0 0
30-40 yrs 5 9
40 and above 45 41
Total 50 50

Analysis:

Age of investors reveals that, majority of respondents in public and in
private sector, 45 and 41 respondents are in the category of 40 years and above in

age respectively.
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Table: 5.6
Educational Qualifications of Investors
Public Private
Educational Qualifications
Sector Sector
Metric 0 0
Higher Secondary 8 0
Graduate 29 26
Post Graduate 12 24
Doctorate | 0
Total 50 50
Figure 5.3 Educational Qualifications of Investors
35
30
25
20
15
10 8
5
1
0 : e
Higher Graduate Doc
Secondary
B Public Sector ™ Private Sector
Analysis:

Out of 50 respondents from public sector, 29 respondents are Graduate and

in private sector 26 respondents hold Graduation degree. The data shows that

investors are moderately educated.
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Table: 5.7

Income Levels of Investors

Public Private
Income Level (In Rs.)

Sector Sector
Below 20000 0 8
20000-40000 13 14
40000-60000 16 12
60000 above 21 16
Total 50 50

Figure 5.4 Income Levels of Investors
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20

15

Below 20000 20000-40000 40000-60000 60000 above

B Public Sector ™ Private Sector

Analysis:

Table 5.7 depicts that majority of the respondents in public and private
sector belongs to the income level of rupees 60000 and above. This shows that this
income level of investors have more interest in investing their money in corporate
houses due to surplus of money in their hands. So it was imperative for survey to
cover this group to know their views on corporate governance practices of their

associated company.
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Table: 5.8
Years of the Investment in the Company
Public Private
Years of the Investment

Sector Sector
Since last year 10 12
2-5 years 8 16
5+ years 32 22
Total 50 50

Figure 5.5 Years of the Investment in the Company
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Analysis:

In respect of years of investment in public and private sector companies,
majority of shareholders are related with the category of 5 and above years of
investment. This factor was important to know because views of this group of
investors were very important for analysis of corporate governance practices

towards shareholders.
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5.1.4 Demographic Profile of Community Respondents

Table: 5.9

Gender of Local Community Respondents

Public Private
Gender
Sector Sector
Male 15 18
Female 10 7
Total 25 25
Figure 5.6

Gender of Local Community Respondents

20
18
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Public Private
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Analysis:

Gender of respondents from local community has greater impact on the
study because issues related to the CSR programmes on woman empowerment are
closely connected to the women. After analysis, researcher has found that most of

the respondents are from male group in both sectors.
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5.2 HYPOTHESIS TESTING
The basic objective of this section is to study the corporate governance
practices in public and private sector companies, on the view of some
practices on:
HRD
Transparency
Employee Volunteering
Environmental
Health and Safety
Shareholders
Corporate Social Responsibility

This section has been concentrated on testing the entire hypotheses. The

hypotheses of the study have been tested as follows:

5.2.1 HRD Practices

The questionnaires on employees and executives comprises questions
related to the HRD practices specifically in reference to the revision of
compensation package, protection to whistle blowers and training programme for
employees to follow code of ethics. After obtaining the responses from survey data
has been tested on HRD practices of public and private sector companies as

follows under hypothesis 1:
Hypothesis 1

H;:  There is no significant difference between ethical practices of HRD in
public and private sector enterprises.

H,:  There is a significant difference between ethical practices of HRD in public
and private sector enterprises.
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Table: 5.10
Results of Z (s.n.v.) for HRD Practices

Particulars Sector N Mean Z
Employees
o ] Public 100 0.62
Revision of Compensation Package . -2.85
Private 100 0.8
) ) Public 100 0.87
Protection to Whistle Blowers . 0.97
Private 100 0.82
Executives
Training Programmes for Public 100 0.9
. -2.40
Employees Private 100 0.98
) ) Public 100 0.83
Protection to Whistle Blowers ; -1.22
Private 100 0.89
Overall Average
Public 200 0.805
-1.375

Private 200 0.873

Analysis :

In the above hypothesis, value of Z for two independent samples has been
calculated since the distribution is normal distribution and sample size is greater

than 30.
The formula for calculating z for two independent samples is as follows:
- i F]

o r O3

e B

where ¥ and *2 are the means of the two samples, A is the hypothesized difference
between the population means (0 here since testing for equal means), o, and o, are
the standard deviations of the two populations, and njand n; are the sizes of the

two samples.

The above formula has been applied in MS Excel and the z calculated value

is -1.375.
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As a decision rule, using a z statistic (for two independent samples) and a
5% level of significance, we will reject null hypothesis if z< or = -1.96 or z> or =
1.96. In the above table the calculated z value of -1.375 is greater than the
tabulated value of -1.96, hence null hypothesis is accepted and alternate
hypothesis is rejected. In other words, there is no significant difference

between ethical practices of HRD in public and private sector enterprises.
Graphical Presentation of Employees Responses on HRD Practices

Table 5. 11

Revision of Compensation Package

Responses
Sectors YES NO Total Responses
Public 62 38 100
Private 80 20 100
Combined 142 58 200
Figure — 5.7 Revision of Compensation Package
Revision of Compensation Package
160 142
140 1 -
120
100 |0 |
80 62 58
60 38
40 1 20
9 ] -
0 | b
YES ‘ NO YES ’ NO YES NO
Public Sectors Private Sectors All Respondents
Analysis:

From the above surveyed data on the issue related to “Revision of
Compensation Package”, among the 100 respondents from the public sector
enterprises (NFL, Vijaipur, MP and NTPC Anta, Kota, Raj. And Badarpur, NCR)
62 respondents says “Yes” and 38 responses are “No”, similarly among the 100

respondents private sector enterprises (CFCL, Gadepan, Raj. and Tata Power,
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Chambur, Maharashtra) 80 respondents agreed and replied “Yes” and only 20
respondents comes with “No”. Comparatively, it can be said that private
companies are more concerned with revision of compensation package of

employees than public sector companies.

Table: 5.12

Protection to Whistle Blowers

Responses
Sectors Total Responses
YES NO
PUBLIC 87 13 100
PRIVATE 82 18 100
COMBINED 169 31 200

Figure — 5.8 Protection to Whistle Blowers
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Analysis:

From the above surveyed data on the “Profection to Whistle Blowers”,
among the 100 respondents from the public sector enterprises 87 respondents
agreed with “Yes” and only 13 respondents comes with “No”. Similarly among the
100 respondents from the private sector enterprises 82 respondents says “Yes” and
18 responses were “No”. Public sector companies are more concerned with
providing protection to whistle blowers rather than private sector. However, there

is no major difference between responses from both sectors.
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Graphical Presentation of Executives Responses

Table: 5.13

Organisation of Training Programme on Code of Ethics

Sectors YES No Total Responses

Public 90 10 100

Private 98 2 100
Combined 188 12 200

Figure - 5.9 Organisation of Training and Programme on Code of Ethics

Combined
188§

Private ENO
HYES
Public
r e
¢ 50 100 150 200
Analysis:

Above table depicts that among 100 respondents from public sector
company, 90 percent respondents said that their company takes active interest to
organize Training Programmes to Follow up Code of Ethics. But In private
sector 98 percent of the respondents were in the view that their company basically
organizes these programmes at time of their induction and orientation programme.
Here private sector employees were found more trained than public sector

employees.
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Table 5.14
Protection to Whistle Blowers
Sectors Yes No Total Responses
Public 83 17 100
Private 89 11 100
Combined 172 28 200

Figure - 5.10

Protection to Whistle Blowers

-
Combined
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172

Private

1
Public
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Analysis:

It can be noted from table that, this question evoked a similar response
from respondents. 83 percent respondents from public and 89 percent in private
sector companies noted that their company is providing protection to whistle
blowers. To some extent, rather than public sector, executives of private sector
companies believe that their company provide protection to whistle blowers from
unfair employment practices. However there is no significant difference between

practices of both sectors.
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5.2.2 Transparency Practices

Another important facet of corporate governance is transparency practices.
This aspect has been dealt only in executive questionnaire, because this issue is
more associated with them with their policy making and execution. In this section
issues related to disclosure on non compliance, penalties, industrial relations,

carbon emissions and non-financial information have been analyzed.

Hypothesis 2

H,:  There is no significant difference between accomplishment of laws and
radical requirements in public and private sector organizations.

H,: There is a significant difference between accomplishment of laws and
radical requirements in public and private sector organizations.

Table: 5.15

Results of Z for Transparency Practices

Particulars Sector N Mean Z
Executives
Disclosures of non-compliance of Public 100 3.8
any legal requirements. Priviite 100 437 =l
Disclosure of penalties imposed by | Public 100 391
any regulatory body regarding Privaie 100 436 -3.67
non-compliance.
Disclosure of industrial relations Public 100 4.15
-0.29
Private 100 4.19
Disclosure of carbon emissions Public 100 4.19 0.78
Private 100 4.08 Contd..
Disclosure of non-financial 1| Public 100 4.46
information i.e. environmental and ] -2.78
CSR issues. Private 100 4.75
Overall Average
Public 100 4.102
-2.02
Private 100 4.35
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The formula for calculating Z for two independent samples is as follows:

oy " o3
&

The above formula has been applied in MS Excel and the z calculated value is
-2.02

As a decision rule, using a z statistic (for two independent samples) and a
5% level of significance, we will reject null hypothesis if z< or = -1.96 or z> or =
1.96.In the above table the calculated z value of -2.02 is less than the tabulated
value of -1.96, hence null hypothesis is rejected and alternate hypothesis is
accepted. In other words, there is a significant difference between
accomplishment of laws and radical requirements in public and private sector

organizations.

Graphical Presentation of Public Sector

Table 5.16
Transparency Practices
Particulars Highly Satisfied | Neither Dissatisfied | Highly
Satisfied Satisfied nor Dissatisfied
Dissatisfied
Legal 30 31 29 9 1
Requirement
Penalties 28 42 24 5 1
Industrial
Relations # 35 I 6 1
Carbon 47 35 8 10 0
Emissions
Non Financial 64 25 4 7 0
Issues
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Figure — 5.11 Transparency Practices

Legal Penalties Industrial Carbon Non Financial
Requirement Relations Emissions Issues

® Highly Satisfy ® Satisfy ® Neither Satisfy or Dis-satisfy ® Dis-satisfy ® Highly Dis-satisfy

Analysis:

In the context of above table and graph, it can be said that in public sector
companies, 30 percent and 31 percent respondents were highly satisfied and
satisfied respectively. They felt that their company is disclosing fairly with non
compliance of legal requirements. Whereas, 29 percent respondents were found
neither satisfied nor dis-satisfied, at this issue. 9 percent respondents were highly

dis-satisfied and only one percent respondent was highly dis-satisfied.

28 percent highly satisfied respondents believe that there is disclosure of
penalties imposed by regulatory body in relation to any non-compliance.
Whereas 42 percent respondents were satisfied and 24 percent were neither
satisfied nor dis-satisfied with this. Remaining 5 percent and | percent respondents
were dis-satisfied and highly dis-satisfied with this compliance level of

transparency.
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44 percent of respondents considered disclosure of industrial relations at
highly satisfactory level and 35 percent of the respondents believe that industrial
relations disclosure level is at satisfactory level in their company but 14 percent
and 6 percent respondents were considering this disclosure at neither satisfactory
nor dis-satisfactory and dis-satisfactory respectively. Only one percent respondent

was agreed with highly dis-satisfactory level for this disclosure.

47 percent of the respondents from public sector believe that disclosure of
carbon emission is at highly satisfactory level in their respective company. But,
35 percent and 8 percent of the respondents considered this at satisfactory and
neither satisfactory nor dis-satisfactory levels respectively. And no respondent was
agreed with highly dis-satisfactory level. Remaining 10 respondents replied for

somewhat dis satisfied level of agreement.

Regarding the disclosure on non-financial information, 64 percent
respondents from public sector were highly satisfied with the disclosures on
environmental and CSR issues. Whereas 25 percent respondents realized this
practice as satisfactory. Only 4 percent and 7 percent respondents were neither
satisfied nor dis-satisfied and dis-satisfied respectively. No one was agreed with

highly dis-satisfactory level.

Graphical Presentation of Private Sector

Table 5.17
Transparency Practices
Particulars Highly . Neither Satisfied | .. s Highly
Satisfied Saflsfied nor Dissatisfied Dissatisfied Dissatisfied
Legal 63 16 17 3 1
Requirement
Penalties 55 30 11 4 0
Industrial
Relations 3 23 20 6 0
Carbon Emissions 45 29 16 9 |
Non Financial 31 14 4 ] 0
Issues
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Figure 5.12 Transparency Practices

Legal Penalties Industrial Carbon Non Financial
Requirement Relations Emissions Issues

® Highly Satisfy ® Satisfy ® Neither Satisfy or Dis-satisfy ® Dis-satisfy ® Highly Dis-satisfy

Analysis:

Concurrently, in private sector 63 percent respondents were satisfied with
the legal requirement criteria. And 16 percent respondents and 17 percent
respondents neither were satisfied and neither satisfied nor dis-satisfied
respectively. Only 3 percent and one percent of the respondent were agreed with

dis-satisfied and highly dis-satisfied level in respect of legal requirement.

Similarly, 55 percent and 30 percent respondents were highly satisfied and
satisfied respectively. Only remaining 11 percent and 4 percent respondents were
neither satisfy nor dis satisfy respectively. And no respondent was completely dis-

satisfied in respect of penalties.

51 percent respondents were in view of highly satisfied and 23 percent
respondents were with satisfactory level. 20 percent considered this with neither
satisfactory nor dis-satisfactory. And 6 percent noted this factor on dis-satisfactory
level and no respondent felt this parameter of industrial relations as completely

dis satisfied.
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On the criteria of carbon emission, 45 percent respondents were
considering this highly satisfied. On the other hand 29 percent and 16 percent of
the respondents considered this at satisfactory and neither satisfactory nor dis-
satisfactory level respectively. Remaining 9 percent of respondents felt this dis-
satisfactory; only one respondent was feeling this disclosure highly dis-

satisfactory.

In respect of non- financial issues, a majority of respondents feel that their
company is disclosing these non-financial issues perfectly. As 81 percent
respondents were highly satisfied with this disclosure practice. 14 percent and 4
percent respondents were satisfied and neither satisfied nor dis-satisfied
respectively. Remaining | percent respondent was dis-satisfied and no respondent

was agreed at highly dis-satisfactory level.

After whole consideration on transparency practices, researcher
discovered that in comparison with public sector, private sector companies

are more prompt and transparent on the concern of disclosure practices.

5.2.3 Employee Volunteering Practice

In this section employee volunteering practice has been analyzed and
tested. Numbers of practices have been performed by public and private sector
employees for community development on voluntary basis. This question has been
enquired only from executives of the companies. To know the difference between
voluntary practices for community development through public and private sectors,

following hypothesis has been tested.
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Hypothesis 3

H;:  There is no significant difference between level of CSR project
implementation in public and private sector organizations.

H,: There is a significant difference between level of CSR project
implementation in public and private sector organizations.

Table: 5.18

Results of Z (s.n.v.) for Employee Volunteering Practice

Particulars Sector N Mean Z
Executives
Encouraging employees to Public 100 0.48 -6.21

contribute their own time for
community development

initiatives (Employee Private 100 0.86
Volunteering)
Overall Average Public 100 0.48
-6.21
Private 100 0.86

The formula for calculating z for two independent samples is as follows:
oy N o3
B

The above formula has been applied in MS Excel and the z calculated value is

-6.21.

As a decision rule, using a z statistic (for two independent samples) and a
5% level of significance, we will reject null hypothesis if z< or =-1.96 or z> or =
1.96.
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In the above table the calculated z value of -6.21 is less than the tabulated

value of -1.96, hence null hypothesis is rejected and alternate hypothesis is

accepted.

In other words, there is a significant difference between CSR Project

implementation levels in public and private sector organizations.

Table 5.19

Employee Volunteering Practice

Particulars Public Private
Yes No Yes No
Encouraging employees to contribute their
own time for community development 48 52 86 14
initiatives (Employee Volunteering).

Figure — 5.13 Encouraging Employees to Contribute their own time for

Community Development Initiatives

100

90
80

70
60

50
40
30
20
10

Public

B Public Yes ®Public No ®™Private Yes

Private

B Private No

126




Data Analysis And Interpretation

Analysis:

In case of public sector, 48 executives said yes in respect of encouraging
employees to contribute their own time for community development initiatives,
whereas, in private sector it is 86 executives who said yes. Researcher has
discovered a major difference on the issue of volunteering practice for community
development in private sector companies were found enhanced than public sector

companies.

5.2.4 Ecological Practices

Best environmental practices are also significant components of good
corporate governance. Therefore this issue was also scanned in this study. This
section includes the questions on green practices of the companies including use of
solar energy, practices for conservation of natural resources, employee engagement
for environment protection, formulation of EHS committee, green initiatives and
environmental audit etc. As well as, in respect to the community respondents this
aspect has been taken as discharge of waste, infrastructural development for
sanitation etc. The observations have been summarized and tested in following

table 5.20.

Hypothesis 4

Hy:  There is no significant difference between the implementation of ecological
protection and improvisation by surveyed organizations.

H,:  There is a significant difference between the implementation of ecological
protection and improvisation by surveyed organizations.
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Data Analysis And Interpretation

Results of Z for Environmental Practices

Particulars Sector N Mean Z
Executives
_ . Public 100 0.56
Company using solar/wind power ; -4.10
Private 100 0.83
) Public 100 74.75
Conservation of natural resources - 0.32
Private 100 70.75
Engaging employees for Public 100 69.33 0.66
environmental protection Private 100 78.67 e
Using electronic mode to support Public 100 70.5 0.08
green initiative Private 100 71.83 '
Company has EHS (Environment, | P ublic 100 0.9 1.04
health, safety) committee Private 100 0.94 '
. , Public 100 82.33
Environmental Audit System : -1.36
Private 100 91.67
Community
Environment protection Public 25 0.84 B
Private 25 0.92 o
Discharge of waste Public 25 0.2 065
Private 25 0.8 '
Infrastructure development (for Public 25 0.90
- iy : 0.26
sanitation facilities) Private 25 0.88
Overall Average
Public 125 3342
-1.01
Private 125 35.25

The formula for calculating z for two independent samples is as follows:

I’-_,—x;?—ﬁ

s T
o f.r!,':'
n %

The above formula has been applied in MS Excel and the z calculated value is

-1.01
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As a decision rule, using a z statistic (for two independent samples) and a
5% level of significance, we will reject null hypothesis if z< or = -1.96 or z> or =

1.96.

In the above table the calculated z value of -1.01 is greater than the
tabulated value of -1.96, hence null hypothesis is accepted and alternate
hypothesis is rejected. In other words, there is no significant difference
between the implementation of ecological protection and improvisation in

surveyed organizations.
Graphical Presentation of Executives Responses

Table 5.21 Uses of Solar Power and Wind Power

Particulars Public Private

Yes No Yes No

Use of Solar/ Wind

54 46 83 17
Power

Figure — 5.14 Solar/ Wind Power

Public Sectors Private Sectors

= Public Sectors YES ® Public Sectors NO ® Private Sectors YES ® Private Sectors NO

Analysis:

In respect of use of solar/ wind power, 54 public sector respondents said
yes, whereas, in private sector, 83 respondents said yes. Private sector is more

practiced with use of solar power.
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Table 5.22

Practices for Conservation of Natural Resources and Environment

Protection
Conservation of Natural Resources Public Private
Waste Water Treatment 79 69
Energy Conservation 84 87
Plantation 81 85
Other Practices 23 42

Figure 5.15 Practices for Conservation of Natural Resources and

Environment Protection
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Analysis:

In respect of Conservation of Natural Resources, 79 respondents from
public sector and 69 respondents from private sector said yes for waste water
treatment. Similarly, 84 from public sector and 87 from private sector said yes for
energy conservation. Correspondingly, 81 from public sector and 85 from private
sector said yes for plantation. In the same way, 55 from public sector and 42 from
private sector said yes for other practices. It can be concluded that water
conservation in public sector is leading private sector. On the other hand, to some

extent energy conservation and plantation are foremost practices in private sector.
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Table 5.23

Environmental Protection Practices by Engaging Employees

Environmental Protection Public Private
Organising Competition 87 80
Help for Foresting Practices 76 89
Voluntary Practices 45 67

Figure — 5.16 Environmental Protection Practices by Engaging Employees
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Analysis:

In respect of Environment Protection, 87 respondents from public sector
and 80 respondents from private sector said yes for organising competition.
Similarly, 76 from public sector and 89 from private sector said yes for helping for
foresting practices. In the same way, 45 from public sector and 67 from private
sector said yes for voluntary practices. Public sector companies are more
apprehensive with organizing competition on environment protection rather than
private sector. Private sector companies are more concerned with forestation

practices
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Table 5.24
Green Practices in Companies
Green Initiatives Public Private
Minimising Waste 62 89
Conserving Water Resources 98 96
Propagating green building 39 80
Recycling 87 a5
Forestry Initiatives 84 58
Wasteland Development 53 13

Figure 5.17 Green Practices in Companies
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Analysis:

Table 5.24 presents the parameters to analyse the ecofriendly practices
(Green Practices) in both sectors. Looking at figure — 5.17, it is evident that both
sectors are working to minimize waste, but private sector is more alarmed with
this practice with 89 percent responses. 62 percent respondents from public sector

give their consent for the same.
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For conservation of water resources in public sector enterprises, 98
percent of the respondents were found agreed with this parameter. Meanwhile, 96
percent of the respondents have the same opinion in private sector.

Parameter of propagating green building is more practiced in private
sector with 80 percent responses, whereas, only 39 percent of the respondents
from public sector were found agreed with implication of this practice.

Recycling practice has been more practiced by private sector (with 95%
responses) than public sector (with 87% responses).

In regard of forestry initiatives, 84 percent of the respondents from public
sector were agreed with this practice in their company. However, in private sector
only 58 percent of the respondents have same opinion for this practice.

Similarly, 53 respondents from public sector and 13 respondents from
private sector said yes for wasteland development. In this way public sector is
more concerned with this practice.

Ranks Assigned by Executive Respondents to the Aspects that can

Intensify Involvement in Corporate Sustainability

The data collected from the respondents about the most important factor
that can deepen corporate sustainability in companies have been presented in
following tables (Table No. 5.25 and 5.26). Here ranks are assigned from 1 to 7

and options are assigned as follows:

Opt 1 is for quality of leadership

Opt 2 is for learning and development of human capital

Opt 3 is for employee volunteer for social work in their own time
Opt 4 is for developing good corporate citizens

Opt 5 is for going beyond mandated legislations

Opt 6 is for providing environment education to employees

Opt 7 is for establishing Sustainability Advisory Council.
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Frequencies are shown according to the preference of executive

respondents to each option. By applying Rank Concordance Method following

analysis has been presented.

Public Sector
Table: 5.25
Frequencies of Ranks Given by Executives of Public Sector
Ranks | Optl op2 op3 op4 op5 opb op7 | Sum Sw
1 38 27 2 6 5 10 11 99 1
2 17 14 21 18 6 13 41 130 900
3 10 35 17 12 6 13 5 98 4
4 13 9 7 32 20 13 6 100 0
5 12 6 15 12 25 16 14 100 0
6 8 6 19 17 13 27 10 100 0
7 2 3 19 3 25 8 13 73 729
Sum 100 100 100 100 100 100 100 700 | 1634
Mean 100

Sum of Ranks = (99+130+98+100+100+100+73) = 700

Mean of Sum=700/7=100

Sw= (99-100)*+ (130-100)*+

=1634

Coefficient of Concordance

W=12Sw/m’n(n+1) (- 1)

=12*1634 / (100*100)*7*8*6

=0.0058

+(73-100)
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Analysis:

Since the value of w is 0.0058, it shows that there is no unanimous opinion
amongst the executive respondents in the public sector enterprises regarding the

features which can deepen the involvement in corporate sustainability.

However, it is only with regarding option 7 i.e. Establishing Sustainability
Advisory Council that 41 executives have been assigned second rank followed by

option 1 i.e. quality of leadership that 38 executives have assigned first rank.

Private Sector

Table: 5.26

Frequencies of Ranks Given by Executives of Private Sector

Optl op2 op3 op4 op5 op6 op7 Sum Sw
1 24 5 9 47 i 5 4 101 1
2 43 16 13 5 13 7 47 144 | 1936
3 10 39 20 15 6 4 3 97 9
4 9 15 19 10 18 21 10 102 4
5 9 14 23 4 17 19 13 99 |
6 2 11 12 14 20 21 20 100 0
7 3 0 4 5 19 23 3 57 1849
Sum 100 100 100 100 100 100 100 700 | 3800
Mean 100

Sum of Ranks =(101+144+97+102+99+100+57)=700

Mean of Sum=700/7=100

Sw=(101-100)+ (144-100)*+........... +(57-100)
=3800

Coefficient of Concordance

W =12Sy /m*n (n+1) (n- 1)

=12*3800/ (100*100)*7*8*6

=0.013

135




Data Analysis And Interpretation

Analysis:

Since the value of w is 0.013, it shows that there is no unanimous opinion
by the executive respondents in the private sector enterprises regarding the features
which can deepen the involvement in corporate sustainability. But compared to

public sector, the opinions of executives are more unanimous.

However, it is with reference to option 7 i.e. establishing sustainability
advisory council and option 4 iec. developing good corporate citizens that

47executive respectively have assigned second and first rank to each of them.

From above tables (table No. 5.25 and 5.26) it can be seen that there is
more unanimous opinion in private sector companies with establishing
sustainability advisory council for deepening involvement in corporate

sustainability than public sector.
5.2.5 Health and Safety Practices

To recognize the level of corporate governance, opinion on health and
safety practices has been taken from executives and employees. As these are
important issues to be discovered under corporate governance practices of
companies. This part of the analysis present the revelations on social security
benefits, levels of safety and occupational health, safety training, emergency
management system, infrastructure, safety measures, health programmes, health
screening and internal audit on checking of safety measures. Hypothesis on these

covered issues has been tested as follows:

Hypothesis 5

Hs:  There is no significant difference between empirical and pre-emptive
enactment of health, safety and compensatory measurements in surveyed
organizations.

H,: There is a significant difference between empirical and pre-emptive
enactment of health, safety and compensatory measurements in surveyed
organizations.
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Table: 5.27
Results of Z on Health and Safety Practices

Particulars Sector N Mean Z
Employees
Receiving all social security benefits | Public 100 4.11
—— Private 100 4.63 -4.78
Maintaining the highest levels Public 100 3.93 g
of safety and occupational health Private 100 4.52 7
Received the safety training Public 100 4.11 3.02
Private 100 4.5 ]
Emergency management system is Public 100 4.07
Kvaiiable Private | 100 4.41 -2.60
Company has best-in-class | Public 100 3.9
infrastructure Private 100 4.27 _2.58
and fire safety measures
Safety measures are regularly | Public 100 4.25
checked Private 100 4.36 -0.92
through internal audits
Mother and child health programs are | Public 100 a
available Private | 100 4.13 450
Company is running HIV/AIDS and | Public 100 3.02
Private 100 431 -8.82
TB awareness programmes
Company has comprehensive health Public 100 3.91
. oo | Private | 100 4.54 2,08
screening of employees and families
Executives
Providing all social security benefit Public 100 4.52 0.76
to workers Private 100 4.62 )
Emergency management system is Public 100 4.63 0.64
available. Private 100 4.7 )
Health and safety audit is available Public 100 4.39 129
Private 100 4.56 ]
Safety training programme is available| Public 100 4.52 107
for employees Private 100 4.63 '
Company is providing comprehensive | Public 100 431
health screening to employees and Frivate 100 4.27 0.31
families
Overall Average
Public 200 4.04 315
Private 200 4.46 )
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The formula for calculating z for two independent samples is as follows:

. e fda
’d‘.‘rai
&,

The above formula has been applied in MS Excel and the z calculated value is

-3.15

As a decision rule, using a z statistic (for two independent samples) and a
5% level of significance, we will reject null hypothesis if z< or = -1.96 or z> or =
1.96. In the above table the calculated z value of -3.15 is less than the tabulated
value of -1.96, hence null hypothesis is rejected and alternate hypothesis is
accepted. In other words, there is a significant difference between empirical
and pre-emptive enactment of health, safety and compensatory measurements

in surveyed organizations.

Graphical Presentation of Employees Responses

Public Sector
Table: 5.28
Health and Safety Practices
Particulars Highly | Satisfied | Neither Satisfied Dissatisfied Highly
Satisfied nor Dissatisfied Dissatisfied
Social security
benefits 31 53 13 2 1
Safety and
occupational health 20 g1 k4 2 3
Safety training 41 40 9 9 1
Emergency 34 49 ] ] |
management system
Infra. and fire safety 27 55 1 15 2
Internal audits 43 42 13 1 1
Mother and child 10 20 48 4 18
health programs
Health awareness 6 30 39 10 15
prog.
Health screening 23 54 15 7 1
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Figure: 5.18 Health and Safety Practices
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Analysis:

In respect of social security benefits, public sector enterprises 31
respondents are highly satisfied and 53 respondents are only at satisfied level. 13
respondents are neither satisfied nor dis satisfied, However only 2 respondents
are dis satisfied but there is only one response which belongs to highly dis

satisfied level.

From the above surveyed data on the levels of safety and occupational
health from public sector majority of the respondents with 61% are at satisfied

level. There are 3 responses which belong to highly dissatisfied level.

In reference to the receiving safety training, 41 respondents from public
sector enterprises are highly satisfied and 40 respondents are only at satisfied

level. Only one respondent highly dis satisfied.

Majority of the responses with 49% considered “‘availability of emergency
management system” at satisfactory level, whereas, only 8% opined this as

dissatisfactory level.

On the parameter of “best-in-class infrastructure and fire safety

measures”, in public sector, 27 percent employees concede highly satisfy degree
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and 55 percent employees were satisfied with this.15 percent employees were
found dis-satisfy.

43 percent respondents were agreed with highly satisfactory level of
“checking of safety measures” in their company. However 42 percent and 13
percent were found satisfy and neither satisfy nor dis-satisfy respectively.

Only 10 percent employees are highly satistied and 20 percent responses
are with satisfy level for “availability of mother and child health programmes™.
On the other hand 48 percent respondents, with majority of responses, are in side
with neither satisfied nor dis satisfy.

Only 6 percent of the respondents were highly satisfied with the presence
of HIV/AIDS and TB awareness programmes in their company. 30 percent and
39 percent respondents considered this at satisfactory and neither satisfactory nor
dis-satisfactory level respectively. And approx 25 percent respondents have given
negative rating as they have not seen such programmes in their company.

77 percent of the respondents believe that their company has undertaken
comprehensive health screening of employees and their families. Only 8
percent employees rate this negatively.

Private Sector

Table: 5.29
Health and Safety Practices

Particulars Highly |Satisfied| Neither |Dissatisfied| Highly

Satisfied Satisfied nor Dissatisfied
Dissatisfied

Social security

benafits 73 22 2 1 2

Safety and

occupational health d¢ &l g > 2

safety training 67 21 8 3 |

EIUETEency 61 28 4 5 2

management system

Infra. and Fire

Safety a2 35 3 8 2

Internal audits 56 30 9 4 1

Mother and child 37 47 10 4 )

health programs

Health Awareness 55 29 9 6 |

prog.

Health Screening 62 33 3 1 1
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Figure: 5.19 Health and Safety practices
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Analysis:

From the private sector enterprises, in total, 95 respondents were agreed
with existence of good level of social security benefits. However remaining were
dis satisfied. Nearly 91 employee respondents were in view that their company has
maintained highest levels of safety and occupational health. Only 3 respondents
were neither satisfied nor dis-satisfied. Remaining respondents submit their
consent with “not satisfactory level” for this parameter of health and safety. In
respect of receiving safety training, 67 respondents are highly satisfied Only 3
respondents are dis satisfied. On the parameter of emergency management
system, majority of the respondents (61%) acceded highly satisfy rate. Only 4
percent respondents are with neither satisfactory nor dis satisfactory level. Majority
of the respondents with 87% considered infrastructure in their company and
fire safety measures at highly satisfactory level. Meanwhile, others rate this
parameter at lower level of agreement. 56 percent respondents were agreed with
highly satisfactory level and 30 percent admitted that they are satisfied with
checking of safety measures at their workplace. Only 9 percent and 4 percent
respondent’s lies with “neither satisfy nor dis-satisfy” and dis satisfies
respectively. In private sector, mother and child health programmes, were found

only at satisfactory level with 47 responses. However, only few responses with
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frequency of 6 were in view of dis satisfaction. About 7 percent of the employee
respondents of private sector disagreed and responded that their company doesn’t
take active steps for health awareness programmes on HIV/AIDS and TB.
Whereas, 84 percent of the respondents replied that, company is running such
programmes at satisfactory level. 62 percent of the respondents opined that
company has highly satisfactory level of comprehensive health screening of
employees and families. Additionally, 33 percent of the respondents were agreed
with satisfactory level for this. And only 3 percent of the respondents were feeling
this neutral. Remaining respondents disagreed with existence of such health

screening.
Graphical Presentation of Executives Responses
Public Sector

Table: 5.30
Health and Safety Practices

Particulars Highly | Satisfied Neither Dissatisfied Highly
Satisfied Satisfied Dissatisfied
nor
Dissatisfied
Social security
benefits 72 18 2 6 2
Emergency
management 74 20 3 1 2
system
Health and
Safety audit 63 25 2 8 2
Safety training 64 27 7 1 1
Health 47 43 6 2 2
Screening
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Figure: 5.20 Health and Safety Practices
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Analysis:

Under social security benefits in Public sector, 72 respondents are highly
satisfied, 18 are satisfied, 2 are neutral, 6 are dissatisfied and 2 are highly

dissatisfied.

In relation to emergency management system, majority of respondents
with 74 percent identified this system highly satisfied. Only 3 respondents were in

view of disagreement with this health and safety parameter.

In reference to the, health and safety audit, 88 percent of the respondents
considered this at level of satisfaction. Concurrently, only 10 percent respondents

were found disagreed with this concern.

Table 5.30 represents that in public sector, 64 percent of respondents
considered availability of safety training programme at highly satisfactory level.
However, 27 percent and 7 percent of respondents felt this at satisfactory and
neutral level. Only two percent respondents were in the opinion of disagreement in

the midst of such training.
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As per figures, more executives were found agreeing with 90 percent

responses for satisfaction level, by way of comprehensive health screening to

employees and families from their associated company. Though, only 4 percent

respondents admitted dis agreement for this screening. Remaining respondents

were found neutral.

Private Sector

Table: 5.31

Health and Safety Practices

Particulars Highly |Satisfied Neither Dissatisfied | Highly
Satisfied Satisfied nor Dissatisfied
Dissatisfied

Social security
tigiiatire 80 10 5 2 3
Emergency

management 82 11 -+ 1 2
system

Hea:lth and safety 7 20 5 5 ’
audit

safety training 71 24 1

Health screening 50 36 5 2

Figure 5.21 Health and Safety Practices
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Analysis:

In reference to the compliance of social security benefits by private
sector, 80 percent respondents agree with “highly satisfy”. Whereas the other 10
percent respondents have shown “satisfy” performance for this. 5 percent
respondents have shown neutral performance. Remaining were disagreed

respondents.

It has been found that, responses in private sector companies are more
apprehensive with highly satisfactory level for emergency management system.
Only 3 percent of the respondents were found dis agree. Remaining 4 percent were

neutral.

All over again, majority of respondents was found highly satisfied with 71
percent responses for health and safety audit. Whereas only 4 percent

respondents were discovered disagreeing.

Same as above, 71 percent of respondents were in view of highly satisfied
with organizing programmes on safety training, by their company for

employees. Conversely, only two percent were disagreeing in this regard.

Eventually, in reference to the comprehensive health screening to
employees and families, it has been discovered in the analysis from data that, 50
percent executive respondents rate this highly satisfied. While residual 36 percent
responses are with satisfactory level. Meanwhile, only 7 percent respondents fixed
their opinion with “Dissatisfied and Highly Dissatisfied”. It can be said that
executives of private sector are more satisfied with health and safety issues than

public sector.

5.2.6 Corporate Governance Practices Respective to Investors

The sixth part of the hypothesis is based on the corporate governance
practices related to the shareholders. Since shareholders add value to the
organizations. Shareholders are the owners of the company, in which they have
invested and they have assured rights with associated company. Therefore it is
imperative to focus on the issues related to the shareholders. In this division
shareholders of covered undertakings are the respondents. This section is based on
the practices of surveyed companies towards shareholders. The following
hypothesis has been tested to identify believes and outlook of shareholders in
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respect of corporate governance practices with related company from public and
private sector.

Hypothesis 6

Hg:  There is no significant difference between assurance of corporate
governance practices for their respective investors and implementation of
these practices in surveyed organizations.

H,:  There is a significant difference between assurance of corporate governance
practices for their respective investors and implementation of these
practices in surveyed organizations.

Table: 5.32

Results of Z on Corporate Governance Practices Respective to the Investors

Particulars Sector N Mean Z
Investors
Before Investment Public 50 2.14 0.04
Private 50 2.18 '
After Investment Public 50 0.57
Company is timely‘ ellnd Private 50 0.61 052
adequately providing
information
Shortcoming related to | Public 50 0.25 0.08
governance of company Private 50 0.25 '
AGM of the company Public 50 3.28 043
Private 50 3.8 '
Opinion of investors Public 50 0.7 163
Private 50 0.78 )
Overall Average
Public 50 1.38
Private 50 1.52 049

The formula for calculating z for two independent samples is as follows:
E, e E" = &
PCH
m

The above formula has been applied in MS Excel and the z calculated value is

-0.49.
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As a decision rule, using a z statistic (for two independent samples) and a
5% level of significance, we will reject null hypothesis if z< or = -1.96 or z> or =
1.96. In the above table the calculated z value of -0.49 is greater than the tabulated
value of -1.96, hence null hypothesis is accepted and alternate hypothesis is

rejected.

In other words, there is no significant difference between assurance of
corporate governance practices for their respective investors and implementation of

these practices in surveyed organizations.

Table: 5.33

Before Investment

Particulars Public Private
Low | Medium | High | Low | Medium | High |

Past Record and Image 4 16 30 4 11 35
Return/ Dividend 4 12 34 + 31 15
Disclosure 18 12 20 10 14 26
Grievance Redressal 16 16 18 5 235 20
Board Structure 8 24 18 3 19 28
Equitable Treatment 24 8 18 5 30 15
Quality of Firm Level C G 18 12 20 12 16 22
Quarterly Financial

Disclosure 8 12 30 4 28 18
Related Party Transactions | 25 16 9 40 6 4
Compensation Structure 16 20 14 13 29 8

Figure: 5.22 Before Investment

PUBLIC PRIVATE
® Past Record and Image ® Return/ Dividend ® Disclosure
B Grievance redressal ® Board structure ¥ equitable treatment
© Firm Level C G # Quarterly Financial Disclosure Related Party Transactions

= Compensation Structure
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Analysis:

It 1s evident from Table 5.33 as well as figure 5.22 that most of the
shareholders of private sector companies stated that before making investment
decision they consider past record and image of company in corporate world as
important governance characteristics. As well as they also give more preference to
board structure, total quality of firm level governance and disclosure practices of
company than other governance factors. They considered return and dividend at
moderate level of importance. Remaining factors like grievance redressal and
equitable treatment with security holders, compensation structure, RPTs and
quarterly financial disclosure are not on prime important factors for consideration

before they invest.

Comparatively, Public sector’s shareholders consider return and dividend
and past record and image of company as prime importance governance
characteristics before making investment in any public company. However,
investors of public sector companies give moderate consideration to board
structure, compensation structure, grievance redressal of all security holders and
quarterly financial disclosure. Thus remaining factors like RPTs, total quality of
firm level governance etc. are not the important factors of consideration before
their investment decisions. Respondents from private sector companies covered in
the study stated that before making investment decision they consider past record
and image of company in corporate world as important governance characteristics.
However, in public sector respondents gives prime importance to return and
dividend.

Table: 5.34

After Investment

Particulars Public Private
Money used for Declared Purpose In Prospectus 29 38
New Development Activities 20 41
Return/ Dividend 40 45
Protection from Insider Trading 38 27
Refund of Invested Money on Maturity 33 21
Policy to Safeguard the Interest of Minority Shareholders 22 18
Handling Grievances of Shareholders 17 23
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Figure: 5.23 After Investment
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Analysis:

Most of the private and public sector’s shareholders respondents stated that
companies are providing information about return and dividend properly. And
information regarding all new development activities is received by 40 respondents
from public sector shareholders. In private sector, only 36 respondents replied that
information on policy and codes to safeguard the interest of minority shareholders
were received properly. It can be said that public and private sector companies are
more adequate in discharging their duties properly about providing information on

return and dividend.

Table: 5.35

Shortcomings Related to Governance of the Company

Particulars Public Private
Charging High Share Premium 22 15
Improper Use of Funds 11 10
False Information in Prospectus 5 4
All of the Above 12 21
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Figure: 5.24 Shortcomings Related to Governance of the Company
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Analysis:

The data collected from the respondents about the shortcomings related to
the governance of the company shows that in public sector, 44 percent respondents
considered that company is charging high share premium in [IPO money. Whereas,
in private sectors 42 percent of the respondents replied that company is
inadequately using funds, charging high premium in IPO and presenting false
information in prospectus. Both public and private sectors were found more

inadequate in providing information on charging high share premium.
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Table: 5.36

Attended AGM

Particulars Public Private

AGM attended 17 21

Figure: 5.25 AGM Attended
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Analysis:

On the issue of attending AGM of the company, in which respondents have
invested, researcher discovered that 66 percent of the shareholders of public sector
companies have not attended AGM and only 34 percent respondent shareholders
attended. Whereas in reference to the private sector respondents 42 percent of the
respondents replied that they have continuously attended AGM of the company
and 58 percent respondents have not attended this meeting. Therefore, it can be
said that investors associated with public sector are not aware and sincere about
their right to attend AGM. However investors associated with private sector were

identified more sincere than investors from public sector.
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Table: 5.37

Opinions of Shareholders

Particulars Public Private
AGM procedure should have translation in Hindi language 36 41
Aware about all conceptions for investment decision 21 32
Need of Programmes on Shareholder Activism in India 48 44

Figure: 5.26 Opinions of Shareholders
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Analysis:

Majority of the sharcholders respondents from both, public and private

sector feel that AGM proceedings should have translation in Hindi language.

Most of the public sector’s respondents are not aware about all conceptions
and tactics for investment decision. Comparatively, majority of the private

sector’s respondents were found more aware rather than public sector.

Majority of the respondents from public and private sector were of the
opinion that awareness of the investors about their investment decisions can be
improved by running “Programmes on Shareholder Activism in India” by

regulatory institution.
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5.2.7 CSR Practices

This part seeks the views of the respondents (employees, executives and
community) in respect of corporate social responsibility practices of the companies
specifically in reference of community development. Since CSR practices are now
vital constituent of good corporate governance. These practices add value to the
organization, if dealt properly. This part pertains to the testing of hypothesis on

CSR practices by public and private sector companies.

Hypothesis 7

H;:  There is no significant difference between projected practices for
community development and execution of projects on root levels by
surveyed organizations in their associative local communities.

H.:  There is a significant difference between projected practices for community
development and execution of projects on root levels by surveyed
organizations in their associative local communities.

Table: 5.38

Results of Z on CSR Practices

Particulars Sector N Mean Z
Employees
CSR practices of the company Public 100 86.57
-1.33
Private 100 93.71
Executives
Public 100 0.84
Separate committee for CSR -2.05
Private 100 0.93
Any programme/project for social Public 100 73.57
welfare and community -1.54
development Private 100 83.42
Encouraging employees to Public 100 0.48 -6.21
contribute their own time for
community development initiatives. | Private 100 0.86
Contd...
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Community
Employability / livelihood Public 25 0.8 191
generation programmes Private 25 0.92 '
Public 25 0.76
Woman empowerment : -1.09
Private 25 0.88
_ _ Public 25 0.72
Promotion of education : -1.01
Private 23 0.84
_ _ Public 25 0.84
Environment protection : -0.85
Private 25 0.92
Discharge of waste Public 25 0.72 0.65
Private 25 0.8 '
Public 25 0.72
Cultural development : -1.01
Private 25 0.84
o Public 25 0.6
Organizing rural health camps - -2.33
Private 25 0.88
_ Public 25 0.64
Community survey - -0.91
Private 25 0.76
Welfare activities i.e. Public 25 0.90 656
infrastructure development Private 25 0.88 )
Relief and assistance in the event | Public 25 0.68 o
of natural disaster Private 25 0.76 '
Overall Average
Public 225 12.06
-1.47
Private 225 13.39

The formula for z for two independent samples is as follows:

Z=

Jﬁ—fg—.ﬁ

o , 53
B O

The above formula has been applied in MS Excel and the z calculated value

is -1.47.
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As a decision rule, using a z statistic (for two independent samples) and a
5% level of significance, we will reject null hypothesis if z< or = -1.96 or z> or =

1.96.

In the above table the calculated z value of -1.47 is greater than the
tabulated value of -1.96, hence null hypothesis is accepted and alternate
hypothesis is rejected. In other words, there is no significant difference
between projected practices for community development and execution of
projects on root levels by surveyed organizations in their associative local

communities.

Graphical Presentation of Employees Responses

Table: 5.39

Social Welfare and Community Development Program

Responses
Sectors Total Responses
Yes No
Public 100 0 100
Private 100 0 100
Combined 200 0 200
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Figure: 5.27 Social Welfare and Community Development Program
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Analysis:

In present times, it is mandatory for all qualifying companies to comply

with newly enacted CSR provision. Here, all respondents from public and private

companies accepted that their company is running program and activities for social

welfare and community development initiatives. No respondent was noted at 0

percent level.

Table: 5.40

Areas of CSR Spend
Areas Public | Private | Combined

Health care 87 99 186
Education 90 100 190
Infrastructure 97 97 194
Environment 97 76 173
g;:sl;tt' ::d Assistance in event of Natural 85 9% 181
Support to NGO’s in Commlu.nit.y 63 o1 154
Development and Health Initiatives

Women Empowerment 87 97 184
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Figure 5.28 Areas of CSR Spend
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Analysis:

In present times, it is mandatory for all qualifying companies to comply
with newly enacted CSR provision. Here, all respondents from public and private
companies have accepted that their company is running programmes and activities

for social welfare and community development.

The researcher asked the respondents whether their company is running
programs on above exhibited areas of CSR (in Table -5.40). While 87 percent
respondents of public sector companies feel that there have been significant
projects on health care for employees as well as community. 99 percent of the
respondents from private sector considered health care as prime important

activity of CSR in their company.

90 percent of the respondents of public sector believe that their company
has taken so many initiatives to promote education. The remaining 10 percent

were undecided. All 100 percent employees of private sector companies were
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considering that their company has taken so many initiatives for availing and

encouraging education.

97 percent respondents from public sector believe that their company has
contributed for infrastructural development projects. And 3 percent respondents
were undecided. Again 97 percent respondents from private Sector companies
considered Infrastructural development activities as important step in their

company’s CSR spend.

Simultaneously, on the parameter of environment, 97 percent respondents
of public sector companies replied that their company has taken so many projects
and activities for tree plantation and environmental protection and for eco-friendly
practices, On the other hand, there has been a significant variation in private
sector respondent’s responses, because 76 percent respondents were in favour of
initiating and running activities on environmental protection in their company.

While, 24 percent respondents were disagree with existence of this practice.

85 percent respondents of public sector companies considered presence of
activities on “Relief and Assistance in the Event of Natural Disaster” as part of
CSR spends by their company. While 96 percent respondents from private sector

companies considered this practice as element of CSR spend of their company.

63 percent of the respondents from public sector considered support to
NGO’s in community development and health initiatives as component of CSR
initiative in their company. 91 percent respondents of private sector companies

regarded this parameter as part of CSR activities of their company.

87 percent of the respondents from public sector undertakings believe that
their company has taken so many projects and activities on women empowerment
as part of their company’s CSR spend. 97 percent of the respondents from private

sector said that, activities on women empowerment is as part of CSR spends.

Consequently, it can be concluded that private sector is more focused for

“Sustainable Community Development” than public sector.
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Table: 5.41

Data Analysis And Interpretation

Areas of CSR Spends
Particulars Public Private
Health Care 79 87
Education / Awareness programme 84 97
Infrastructure (Schools/Hospital development) 79 84
Environment (Tree plantation and treatment of
7 78
hazardous waste)
Relief and assistance in the event of natural
. 77 75
disaster
Support to NGO’s in community development
e 40 76
and health initiatives
Women empowerment 79 87

Figure: 5.29 Areas of CSR Spend
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Analysis:

Public sector (with 79% responses) is less concerned with health care

initiatives than private sector (with 87% responses).

84% respondents from public sector and 97% respondents from private

sector believe that their company has taken so many initiatives to promote
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education. These initiatives includes distribution of books, uniform, stationary
items etc. to the students. Private sector is more considered for promotion of
education than public sector.

79 percent respondents from public sector believe that their company has
contributed for infrastructural development by renovation of many schools and
hospitals and boundary walls of government schools. 84 percent respondents from
private sector companies considered infrastructural development activities as
important step in their company’s CSR spend. Under PPP (Public Private
Partnership) scheme companies are constructing roads and schools.

Simultaneously, both sectors are equally committed for environmental
stewardship programmes (with 77% responses from public and 78% responses
from private sector).Public companies have taken so many projects and activities
for tree plantation, environmental protection and to ensure environmental
sustainability. Private companies have sound culture of sustaining environment.
Large plantation drives and rain water harvesting system have been followed to
promote more environment friendly culture in their companies.

Again a mixed response has been received by both sectors in regard of
relief and assistance in the event of natural disaster. 77 percent respondents of
public sector and 75 percent respondents from private sector companies were
agreed for the same. Through deduction of one day salary, they use to collect fund
for these Relief Funds and assistance, as and when required. They always try to
reach out to people affected by natural calamities by providing clothes and food
materials etc.

On the basis of the parameter of support to NGO’s in community
development and health initiatives, a major variation of responses between
public companies and private companies have been identified. Here public sector
company’s 40 percent respondents have noted that their company provide support
to NGO’s in community development and health initiatives. And remaining
respondents opined that they directly can initiate projects more effectively by
setting up their own NGO. On the other hand 76 percent of the respondents in
private sector consider that their company is actively supporting NGO’s in

community development and health initiatives.
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79% of the respondents from public sector undertakings believe that their
company has activities on women empowerment. PSUs are continuously trying to
promote women empowerment by enhancing their skills. For this they have
programmes i.e. tailoring, stitching, formation of self help groups etc. Through
these initiatives they can enhance their skills to become economically independent.
87percent of the respondents from private sector said that, activities on women
empowerment is as part of CSR spends in their company. Private sector companies
are more concerned with taking women empowerment initiatives than public sector
companies. For this, private sector has followed the same programmes as public

sector.

Subsequently, researcher identified that private sector is more prompt

than public sector for taking CSR initiatives for community development.
Graphical Presentation of Community Response
Public Sector

Table: 5.42

Company Engagement for Community Development

Particulars Yes No
Employability / livelihood generation programmes 20 5
Woman empowerment 19 6
Promotion of education 18 7
Environment protection 21 4
Discharge of waste 18 7
Cultural development 18 7
Organizing rural health camps 15 10
Community survey 16 9
Welfare activities 1.e. infrastructure development (For
Sanitation facilities) 20 5
Relief and assistance in the event of natural disaster 17 8
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Figure: 5.30 Company Engagement for Community Development
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Analysis:

Almost all the areas of CSR are covered by public sector companies for
community development programmes. However programmes on employability,
environment protection and infrastructure development are thrust areas for CSR
spend in public sector companies. Public sector has good visionary approach for all

covered areas.

Private Sector

Table: 5.43

Company Engagement for Community Development

Particulars Yes No

Employability / livelihood generation programmes 23 2
Woman empowerment 22 3
Promotion of education 21 4
Environment protection 23 2
Discharge of waste 20 5
Cultural development 21 4
Organizing rural health camps 22 3
Community survey 19 6
Welfare activities i.e. infrastructure development (For

Sanitation Facilities) 22 3
Relief and assistance in the event of natural disaster 19
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Figure: 5.31 Company Engagement for Community Development
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Analysis:

In respect of employability, 20 and 23 respondents said yes from public
and private sector respectively. Only 6 respondents from public sector refused with
existence of programmes on woman empowerment and 22 respondents said yes
from private sector. 18 respondents from public sector companies considered that
companies are evolving lives through education. Whereas only 4 dis agreements
were received from private sector respondents for the same. While 23 respondents
from private sector realised that companies are running various programmes for
environmental sustainability. On the other hand in orientation on the discharge
of waste private sector is more alarmed with this practice, it has been identified
with 20 responses of respondents. Analysis of table indicates that, 21 respondents
were in the view that private sector is involved with local community for cultural
development. In respect of organmisation of rural health camps, researcher
discovered that 22 respondents were agreed with existence of this programme by
private sector companies. So far as, 19 respondents confirmed that private
companies are also practiced for community survey for recognition of social
projects. Out of 25 respondents from private sector, 22 respondents feel that
companies have been working for infrastructure development. Addition to this, 19
respondents confirmed that companies are also concerned with providing relief

and assistance in the event of natural disaster.
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Lastly, in respect of community development, it can be concluded that
local communities nearby plant areas considered private sector companies

better than public sector companies.

5.2.8 Main Hypothesis

This part pertain the all covered practices of corporate governance by public
and private sector companies. The comprehensive picture has been presented of all
covered practices on HRD, health and safety, legal transparency, ecological,
ethical implementation of corporate social responsibility and towards shareholders.
Therefore, as a whole (entirely), primary hypothesis has been tested to discern the

opinions of all stakeholders on the basis of entire covered parameter under study.

Main Hypothesis

Null: No significant difference exists in corporate governance practices on
the basis of HRD, transparency, health and safety, implementation of CSR,
ecological issues and issues related to shareholders practices in the surveyed

organizations.

Alternate: A significant difference exists in corporate governance practices
on the basis of HRD, transparency, health and safety, implementation of CSR,
ecological issues and issues related to shareholders practices in the surveyed

organizations.
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Table: 5.44

Results of Z for Main Hypothesis (Covering Entire Practices)

Particulars Sector N Mean Z

Public 200 0.805

HRD Practices -1.375
Private 200 0.873
Public 100 4.102

Transparency Practices : -2.02
Private 100 4.35

Employee Volunteering Public 100 0.48 621

Practice Private 100 0.86 '

. . Public 125 27.46

Ecological Practices -1.01
Private 125 28.99
Public 200 4.04

Health and Safety Practices : -3.15
Private 200 4.46

Community Development | Public 225 12.06 e

Practices Private 225 13.39 '
Public 50 1.38

Towards Shareholders -0.49
Private 50 1.52

Overall Average Public 225 8.69 55
Private 225 9.45 '

The formula for calculating z for two independent samples is as follows:

f] _f:s _&
] 2
» 0 on

=

The above formula has been applied in MS Excel and the z calculated value is
-2.24

As a decision rule, using a z statistic (for two independent samples) and a
5% level of significance, we will reject null hypothesis if z< or = -1.96 or z> or =
1.96. In the above table the calculated z value of -2.24 is less than the tabulated
value of -1.96, hence null hypothesis is rejected and alternate hypothesis is

accepted.
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In other words, “A significant difference exists in corporate
governance practices on the basis of HRD, transparency, health and safety,
implementation of CSR, ecological issues and issues related to shareholders
practices in the surveyed organizations”. From the foregoing analysis it can be
summed up that according to above practices of corporate governance, all
business organisations should take praiseworthy actions towards stakeholders
by adopting fair practices for HRD, transparency, health and safety, CSR,

environment and towards shareholders.
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CHAPTER 6
CONCLUSIONS AND SUGGESTIONS

CONCLUSIONS

The scenario of corporate governance practices in India is changing vastly.
Indian corporate sector can no longer turn a blind eye on the issues of socially
responsible business' behaviour and ethical business, which is the need of the hour.
All corporates should take praiseworthy actions towards stakeholders by adopting
fair HRD Practices, Transparency Practices, Health and Safety Practices, CSR
Practices and Ecological Practices. Corporate governance should be based on the

following ethical value-

“Being socially responsible is a part of being successful, being a

great company, being a respected company”.

In India, many developments have taken place on corporate governance
issue. In the present era of competition, it is significant for the companies to
concentrate on all stakeholders interest. Public and private sector enterprises in
India have started taking active participation concerning CSR. Furthermore, recent
enactment of new Company Act 2013 and Revised Clause of Listing Agreement 1s

endeavour to improve the standards of corporate governance system in India.

If globalization is regarded as the engine of economic development then
corporate governance is required to be considered as the ethics of sustainable
development. Corporate governance is concerned with the 3 V’s- Values, Vision
and Visibility. It is about the value orientation of the organization and about
ethical norms.

The present study has been divided into six chapters. Chapter I discusses
the conceptual framework of corporate governance along with interrelationship
of corporate governance with contemporary issues. Moreover Development of

corporate governance has been presented along with present status quo of
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corporate governance in India. Chapter II reviews the literature to understand
the concept of the problem. Chapter III exhibits research methodology. This
chapter introduces the problem under study along with the rationality, objectives,
hypotheses, sampling design, limitations and the significance of the study.
Chapter IV presents profile of covered sample units under study. A brief
introduction has been given covering organisational system along with financial
highlights of covered undertakings. Chapter V explores the status quo of
corporate governance in the Public and Private sector enterprises in India.
This result is presented in seven broad categories i.e. HRD Practices, Transparency
Practices, Employee Volunteering, Ecological Practices, Health and Safety
Practices, CSR Practices and Practices respective to Shareholders. Finally,
Chapter VI presents specific and general conclusions and suggestions. Some
suggestions have been given to the Indian corporate world to strengthened
corporate governance practices along with suggested models and further areas of

research.
6.1 SPECIFIC CONCLUSIONS

The results generated from the study have been summarised under four

heads i.e. employees, executives, community and shareholders.
Employees

The results are presented in three main heads namely HRD practices,

Health and Safety practices and CSR practices. These are:-
HRD Practices
Revision of Compensation Package

e 80 percent respondents from private sector and 62 percent respondents
from public sector have been found agreed with revision of compensation
package.

e In public sector, there is a fixed interval of 10 years for revision of
compensation package. Whereas, private sector revises salary every year.

e Moreover, in public sector, revision of compensation package is policy

based but in private sector this is performance based.
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e Private sector enterprises are more concerned with revision of

compensation package than public sector.

Protection to Whistle Blowers

87 percent of the public sector respondents and 82 percent of the private
sector respondents were agreed that their company has mechanism to
protect whistle blowers.

There is no major variation between levels of agreement in both sectors.
This may be because now this requirement has been made mandatory
for all listed companies.

The mode of reporting complaints was found different in both sectors.
In public sector enterprises, employees can report to the concerned
committee for reporting unethical behaviour through a written complain
mode or through personal meet.

Private sector companies have provided the mode of e-mail to report
complaint by whistle blowers. In both sectors, employees have not been
found aware about this mechanism. This may be because the policy on
whistle blower mechanism has not been appropriately communicated.
Constantly in both sectors, few employees were found completely
unknown about this protection. Meanwhile, few respondents from all
covered- undertakings replied that they don’t know ‘“how to

complain”.

In summation, it can be said that there is no significant difference

between ethical practices of HRD in public and private sector enterprises

under all covered parameters.

Health and Safety Practices

Receiving Social Security Benefits

Private sector employees are more satisfied with the existence of social
security benefits than public sector employees.

At the level of dis-satisfaction, the situation is same in both sectors.
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Levels of Safety and Occupational Health

e In public sector companies, workers were working without helmet and
gloves especially in fertilizers industry (NFL).

e  Workers at private sector have been found more protected with safety
objects.

e Private companies are more prompt in providing highest level of safety

and occupational health than public sector.
Received Safety training

e Approximately 67% respondents were highly satisfied in private sector and
only 41% respondents were found highly satisfied in public sector.
e Private sector employees are more satisfied in term of receiving safety

training than public sector.
Emergency Management System

e Emergency management system in private sector (with 61% responses)

is more efficient than public sector (with 34% responses).
Infrastructure and Fire Safety Measures

e Study reveals that 27 percent employees of public sector company
believe that their company has best in-class infrastructure, whereas, 52
percent of the respondents from private sector company employees
considered EMS at highly satisfactory level.

e Comparatively, private sector companies have been found more

proactive.
Checking of Safety Measures

e Present research exhibits that private sector companies are more prompt

for checking their safety measures than public sector.
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Availability of Mother and Child Health Programme

47% of the respondents from private sector believe that their company
has special shrift for mother and child health care programmes.

On the other hand, 20 % respondents were agreed with availability of
these programmes in public sector.

Private sector is more anxious than public sector for running this type
of programmes. However, both sectors have programmes on health but

coverage of private sector is wider.

Running HIV/AIDS and TB awareness Programmes

In private sector, majority of the respondents with 55 percent agreed
that their companies have been working for HIV/AIDS and TB
awareness programmes for local community as well as for society at
large. Simultaneously, in public sector mainstream of the respondents
with 39 percent admitted their views with neither satisfied nor dis-
satisfied level.

Private sector is more rapidly working than public sector in the area of

running such programmes.

Comprehensive Health Screening of Employees and Families

As preponderance of the respondents with 62 percent, were found
highly satisfied in private sector whereas this percentage for public
sector was only on 23 percent.

Private sector is more considered for health screening of employees and

families than public sector.

In brief, it can be said that on the basis of above parameters, private

sector is more prompt than public sector. There is a significant difference

between empirical and pre-emptive enactment in surveyed organisations in

reference to the above covered parameters under study.
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CSR Practices
Social Welfare and Community Development Programme

e The focus of the companies has now shifted from anticipating to
implementing CSR projects.

e Public and private sector companies from power industry (NTPC and
TATA Power Ltd.) are working promptly for spending on CSR.

e Further, private sector’s company from power industry (TATA Power
Ltd.) is leading all other covered undertakings.

e Only power industry’s companies (out of four) have been found in line
with mandatory 2% CSR spending norm.

e Private company from chemical and fertilizer Industry (CFCL) failed
to meet 2% CSR spending norm due to inability to identify good social
project / projects.

e Public company NFL doesn’t come under CSR spending norm.

e However, all four surveyed companies have undertaken programmes
for community development. All respondents from public and private
sector companies accepted that their company is running program and
project for social welfare and community development.

¢ On the basis of industry wise comparison, power industry is working
better than chemical and fertilizers industry for taking CSR initiatives.

e On the basis of sector wise comparison, private sector is more focused
for sustainable community development.

e [t has been found that the private sector’s companies have taken active
steps towards promotion of health care, education and women
empowerment.

e Private sector has good visionary approach and programmes for support
to NGO’s in community development, health initiatives and for relief

and assistance in the event of natural disaster.

e Public sector has major CSR involvements in the area of infrastructure

development and environment protection. To some extent, public sector
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is also concerned for education promotion, health care and women

empowerment.

In summation, it can be comparatively said that private sector
enterprises have more clear guidelines, policy and social projects for CSR
than public sector. There is no significant difference between projected
practices for community development and execution of projects in their

associative local communities by surveyed organizations.

Executives
HRD Practices

Training on Code of Ethics

e Private sector employees (98%) have received more training on
contemporary issue of code of ethics than the public sector employees
(90%). At the time of appointment, private sector companies provide

training for code of ethics to the employees.
Protection to Whistle Blowers

e In respect of protection to whistle blowers, 83% and 89% respondents from
public and private sector respectively, signify that both public and private
sector companies have taken care of whistle blowers. This is due to the
enactment of new company act 2013 has made this requirement mandatory
for all listed companies.

e To some extent private sector employees have been found more protected
than public sector. Mode of complaining misconduct is different in both

sectors.

On the whole, all covered parameters of HRD practices confirm that there is no
significant difference between Ethical HRD practices of Public and Private

Sector Enterprises.
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Transparency Practices

Disclosure of non Compliance

e Private sector enterprises have been found more transparent (with 63%
responses) than public sector (with 30% responses), in reference to the

disclosure of non-compliance with legal requirement.

Disclosure of Penalties

e [n orientation on disclosure of penalties, 55 percent of the respondents from
private sector considered their company transparent at highly satisfactory
level whereas, 42% public sector respondents opined their responses with
satisfactory level.

e In comparison with public sector private sector was found more transparent
in this context. This may be due to the presence of bureaucracy in public

sector.

Disclosure of Industrial relations

Indian public and private sector companies have given similar importance to
the disclosure on industrial relations. 44 percent of the respondents from public
sector were found highly satisfied whereas in private sector 51 percent of the

respondents were highly satisfied.

Disclosure of Carbon Emissions

In reference to the disclosure of carbon emissions, there is no significant

difference in responses of public and private sector executives.

Disclosure of Non Financial Information

In comparison with public sector, private sector companies are more prompt
and transparent on the concern of disclosure of non-financial information i.e.
environment and CSR issues. It is due to the better performance of private
sector companies than public sector companies, for running CSR programmes.

Private sector companies have better action plans for CSR projects.
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e Private sector companies are implementing better CSR programmes. Therefore
private sector enterprises reporting on non-financial disclosure is better than
public sector enterprises. Although PSUs are also concerned with this

disclosure but private sector is found more perfect.

On the basis of above analysis of all covered parameters of
transparency, there is a significant difference between accomplishment of

Laws and Radical practices in Public and Private Sector Organizations.
Health and Safety

e Health and safety practices have been found better in private sector (with
71% highly satisfied responses) than public sector (with 64% highly
satisfied responses).

There is a significant difference between empirical and pre-emptive
enactment in surveyed organisations in reference to the covered

parameters,
CSR Practices
Separate Committee for CSR

e There is no significant difference between formation of CSR committee in
public (with 84% responses) and private sector (with 93% responses)
companies. Both sectors have separate committee for CSR. The rationale
behind this is making CSR spend mandatory. This CSR committee is an
urgent need for corporate houses to design CSR action plan as well as for
executing, evaluating, monitoring, reporting and communicating the impact

of CSR programmes.
Programmes and Projects for Social Welfare

e All respondents from public and private sector enterprises opined that their
companies have so many programmes and projects for community
development and social welfare. This is because CSR spend has been made

mandatory requirement in new company act.
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e Addition to that, the rationale behind engagement of all covered companies
for CSR is to achieve benefits like enhanced brand image, employees

retention, reduced operational costs and increased community support.
Areas of CSR Spend

e All four covered public and private sector undertakings have scaled up
operations in various areas of CSR. Private sector and public sector both
have undertaken programmes of CSR on health care, education,
infrastructure development, environment, relief and assistance in natural
disaster, support to NGO’s for community development and women
empowerment.

e Comparatively, private sector undertakings are more prompt than public
sector enterprises in taking CSR action plan in the area of education,
environment, community development, health, safety, security, energy and
resource conservation, skill development for employability, women
empowerment and livelihood generation.

e In India, CSR spend on healthcare is more vital and imperative than

education.
Employee Volunteering

e On the parameter of employee engagement (employee volunteering for
community development), it can be concluded that private sector
companies (with 86% responses) have more employee volunteers than
public sector (with 48% responses) companies.

e In power industry, private sector (TATA Power Ltd.) employees are
supporting communities by running various unique campaigns like
beach cleaning drive, plastic free campaign and working for Swatchh
Bharat Mission.

e Private sector’s Chemical and Fertilizers industry’s (CFCL) executives
responded that they have contributed their own time for community
development especially on every Saturday.

e  On the basis of industry wise comparison, employee volunteerism is

better in NTPC than NFL.
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e On the basis of sector wise comparison, programmes on employee
volunteerism are better, recovered, prompt and unique in private sector.
TATA Power Ltd. has exclusively taken employee volunteerism for

CSR than other three covered undertakings.

Under the head of employee volunteering, it has been revealed that
there is a significant difference between CSR project implementation levels in

public and private sector organizations.

Environmental Practices
Utilization of Wind and Solar Power

e Private sector (with 83% responses) is more concerned with use of
renewable energy measures than public sector (with 54% responses). But,
there is no noteworthy difference between extent of using solar power and

wind power.
Conservation of Natural Resources

» Both sectors have water recycling and treatment mechanism and plantation
practices. However, energy conservation practices of TATA Power Ltd. are
very unique than other covered undertakings.

e [t has been discovered in the study that public and private sector both are
similarly and regularly working for conservation of natural resources and

environment protection.
Employees Engagement for Environment Protection

e Public sector companies (with 87% responses) are more concerned with
organizing competition on environment protection.

e Private sector (with 89% responses) is more concerned with forestation
practices by employees and voluntary practices such as initiating more
cleaning drives and by generating awareness on various environmental

concerns.
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Aspects that can Intensify Involvement in Corporate Sustainability

e Executive Respondents from private sector suggested establishing
sustainability advisory council and developing good corporate citizens
aspects to intensify involvement in corporate sustainability.

e Public sector executives suggested establishing sustainability advisory
council and quality of leadership aspects to intensify involvement in
corporate sustainability.

e Compared to public sector (with 41% responses), the opinions of

executives are more unanimous in private sector (with 47% responses).
Supporting Green Initiatives

e Private sector companies (with 88% responses) are more concerned with
supporting green initiatives because these companies have better practice

and plans for using electronic mode to deliver documents.
Adoption of Green Practices

e Private sector (with 89% responses) enterprises have better ways and

designs to minimize waste than public sector (with 62% responses).

Water conservation practices are same in both sectors.

e Conversely, private sector (with 80% responses) is more focused with
development of green buildings than public sector (with 39% responses).

e In view of recycling practice there is no noteworthy difference between
public and private sector enterprises.

e Forestry initiatives are relatively better in public sector (with 84%
responses).

e Moreover, development of wasteland is considered as thrust area of public

sector companies (with 53% responses).
Formation of EHS Committee

e To operationalise responsible business practices, both sectors have EHS

committee.
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Environmental Audit System

e For overseeing, monitoring and auditing of environmental practices of
company, private and public sectors both are more concerned with internal
audit by company auditors.

e On the other hand, external audit by NGO’s and other agencies is more
practiced in private sector (with 93% responses).

e Practice of audit by government is similarly used by both sectors.

It can be said that there is no significant difference between the
implementation of Ecological Protection and Improvisation in Surveyed

Organizations.
Community

e Private sector (with 85% responses) undertakings are more concerned with
implementation of CSR activities than public sector undertakings (with
73% responses).

e (SR requires management attention and this attention come from external
pressures from local community. Thus, all covered undertakings have
programmes and projects for social welfare and community development.
There is no significant difference between projected practices or
community development and execution of projects on root levels by

surveyed organizations and their associative local communities.
Shareholders
Before investment

e Most of the shareholders of private sector companies stated that before
making any investment decision they highly consider past record and
image of the company in corporate world, disclosure practices and

board structure of company as important governance characteristics.
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e Public sector’s shareholders highly consider return and dividend,
quarterly financial disclosure, past record and image of company as
prime important governance characteristics before making investment
in any public company.

e Private sector shareholders (62%) considered return and dividend at
moderate level of importance whereas; public sector shareholders
(48%) give moderate importance to board structure.

e RPTs are not the important factors or say negligible factor of
consideration before investment decisions for public (50%) and private

(80%) sector shareholders.

In summation, it can be concluded that there is a significant difference

between factors of consideration before investment decision.
After Investment
Information to Investors

e Private (with 90% responses) and public sector’s (with 80% responses)
companies are properly providing information about return and dividend

than all other covered parameters.
Shortcomings Related to Corporate Governance

e In public sector 44% respondent considered that company is charging high
share premium in IPO money. Whereas, in private sectors 42% of the
respondents replied that company is improperly using funds, charging high
premium in IPO and presenting false information in prospectus.

e Comparatively, it can be said that shortcomings related to the governance
of company are more in private sector enterprises than public sector

enterprises.
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Presence in AGM

66 percent of the shareholders of public sector companies have not
attended AGM. Whereas, in reference to the private sector, 58 percent
respondents have not attended AGM.

Thus, it can be said that there is no significant difference between
attending AGM by both sector’s shareholders. The reason behind this
is, shareholders are not aware about their right to attend AGM or
shareholders were not taking active interest for attending AGM. As well
as shareholders are not receiving information about organization of

AGM from associated company.

Issues Covered in AGM

In private sector, companies are providing adequate information on
assets dissolution (with 32% responses).

In public sector, adequate presence of woman director in AGM (with
16% responses) is higher than private sector (with 10% responses).

In public sector, respondents believe that company has provided more
adequate information on assets dissolution (with 28% responses) and
they considered company inadequate in reference to the fund
transformation disclosure (with 6% responses) during AGM.

Level of agreement is almost (with 38% in public and 36% in private
sector) similar on the issue of transparency and disclosure of internal

and external issues during AGM.

Major Influencing Concerns for AGM

For public sector sharcholders, adequate information gathering (with
12% responses) and hospitality (with 35% responses) are the major
influencing concern for attending AGM.

Private sector shareholders attended AGM for hospitality enjoyment
(with  19% responses) and for providing suggestions and

recommendations (with 19% responses).
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In respect of grievance and issues clarification aspect, 6% and 14%
respondents were agreed in public sector and private sector
respectively.

In respect of awareness aspect, 6% and 5% respondents were agreed in

public sector and private sector respectively.

Knowledge on Procedure of AGM

Comparatively, investors from public sector (82%) have been
discovered more aware about procedure of AGM than private sector
investors (62%). The rationale behind this may be that MCA has
provision to educate sharecholders regarding procedure of AGM and
public sector companies are more widely educating shareholders,
whereas private sector companies are not taking keen interest in this

regard due to their personal interests.

FParticipation in Ballot System

It has been found that public sectors investors (43%) are more
practicing voting system to submit their consent on various decisions

than private sector investors (31%).

Getting Information from Proceedings of AGM

Most of the respondents from public sector (41%) and private sector
(52%) were in the view that they are getting average i.e. 25-50 percent
of information from AGM.

In public sector companies, only 6% shareholders obtained complete
(75-100%) information from AGM proceedings whereas private sector

companies’ percentage was on 10%.

Comprehension about Participation in AGM

Large numbers of public sector respondents (with majority of 53%
respondents) were having opinion that participation in AGM is most
useful, whereas, private sector’s respondents (with majority of 43%

respondents) realized that participation is less useful.
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Change in Investment Decision

62% shareholders have changed their investment decision after
attending AGM of concerned company of private sector.
29% public sector’s company shareholders have changed their

investment decision after attending AGM.

Measures to Improve Corporate Governance

Majority of the respondents from private sector companies opine that,
360 Communication and feedback system within organization,
increased participation of various stakeholders and ethical management
system with expert monitoring of corporate functioning can improve
quality of corporate governance.

Public sector companies’ respondents opine the need for short duration
course on investor awareness, workshops for shareholders, complete
transparency and deliberation for minority shareholders.

Private sector’s respondent’s suggestions for improvement of corporate
governance in a company are more oriented towards corporate
functioning and decisions, whereas, public sector’s respondent’s
suggestions are more associated with shareholders rights and

awarcness.

Views on Translation of AGM in Hindi

Majority of the shareholders respondents from both public (72%) and

private sector (82%) feel that AGM proceedings should be translated in

Hindi language, so that every shareholder can understand. This step may

increase attendance of shareholders in AGM.
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Awareness about Conceptions and Tactics for Investment Decision

Most of the respondents (58%) from public sector are not aware about all
conceptions and tactics of investment decision.

Comparatively, majority of the private sector’s respondents (64%) are
found more aware about concepts and tactics of investment decision rather

than public sector (with 42% responses).

Programmes on Shareholders Activism

Majority of the respondents from public (96%) and private (88%) sector
have the opinion that awareness of the investors about their investment
decisions can be improved by running “Programmes on Shareholder

Activism in India” by regulatory establishment.

It has been revealed that there is no significant difference between

assurance of corporate governance practices for their respective investors and

implementation of these practices in surveyed organizations.

In nutshell, it can be concluded that ““a significant difference exists in

corporate governance practices on the basis of HRD, transparency, health and

safety, implementation of CSR, ecological issues and issues related to

shareholders practices in the surveyed organizations”.

6.2 GENERAL CONCLUSIONS

Following are the general observations and findings of the study:-

Programmes on malnutrition and eradicating hunger are deficient (This is a
specified Area under Schedule VII of new company law).

Programmes on war widows and their dependents, day care centres, special
programmes for senior citizens, armed forced veterans, girl child are
lacking.

CFCL has been failed to meet mandatory CSR target and spend money less
than prescribed amount because company failed to identify appropriate

CSR project to spend prescribed amount for CSR.
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e PSU from fertilizers industry (NFL) is struggling for dedicated CSR
professionals and partnership with leading edge NGO’s. They have been
found unable to identify good social projects due to lack of top
management vision of CSR.

e PSUs have been found, that CSR is as an added responsibility on HR
department. All members of CSR committee are not dedicated to CSR
only.

e The bureaucratic structure of public sector companies is responsible for
delays for funding CSR projects.

e Identification of good social project is a biggest challenge for PSUs.

e PSU’s are facing lack of expert monitoring system for CSR programmes
and projects. But during survey it has been found that top management
mindset has been changed. They have started taking CSR seriously.

e TATA Power Ltd. is spending more than 2% of profit after tax for CSR
activities.

e Majority of the respondents have been found with this view that India’s
CSR projects are in the direction of five foremost areas: community
development, employability (livelihood), infrastructure development,
education and healthcare. The reason behind this is that, now areas of CSR
are specified in new company act. Thus companies are emphasizing more
on these specified areas.

e Excluding TATA Power Ltd., rest of the companies in both sectors are not
so serious regarding environment friendly programmes. Mandatory CSR
had made companies conscious but still the programmes of companies are
towards social area not so much on environmental area.

e Mandatory CSR move has forced companies to strategise and plan more
deeply for taking CSR initiatives.

e Covered undertakings have been found more focused towards health,

education, skill development and sanitation.
Related to the Woman Director

In Indian corporate world, presence of even a single voice of a woman at

the board level can improve holistic governance and lessen the number of scandals.
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Though American companies have many well-known women CEOs, there are not
more in India. Except a few promoter-led companies have women leaders, there are
scarcely several women expert who acquire the apex post. no one of the big
groups, among them Reliance Industries, Tatas, Adanis and Mittals, have women
leaders at the top level. But when it comes to erstwhile Indian company’s women

are often treated worse. There are very few cases of a women CEO in India.

Reasons behind the non-compliance of woman director requirement:

e Social and cultural issues in India keep women away from the professional
world.

e Reticence in women limits themselves to passivity and domesticity. Women
are primarily and significantly involved in and confined to areas such as child
care, eldercare, domestic tasks etc.

e Part of a problem also lies in a supercharged work environment in many Indian
companies where promoters push for fast growth, fosters a culture of overwork
and overtime and aggressive competition. These reasons lead to women
dropping out of the workforce at junior and middle levels.

e Promoters are not just comfortable with having a stranger on the board.

e Talent pool in Indian women is not small but companies have not looked in the
right places for this talent.

e Even most Indian promoters do not allow their daughters to take up the top
position because chances of a son-in-law getting the top profession are

extremely privileged among Indian companies than a daughter.
e A lot of government officials don’t feel comfortable with women, because they

may ask for bribes or other favours.

e The promoters prefer those people who can take the risk of going to jail. This
type of bearing risk may be lacking in women.

e Companies organize parties for tax officials, government officials and bankers,
that time association of woman may not be preferred by them.

e The recent corporate scandal of Spy Gate Probe, theft of documents from
various union ministers has proved that Indian corporate environment is very

risky one. This may not be comfortable for women as director.
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Diversity in boardroom has started a new challenging assumption in Indian
corporate houses due to above reasons. There is no shortage of talented women
who can make excellent directors. However decree of Sebi has provided a

excellent composition for good corporate governance at the board level.

SUGGESTIONS

The spirit of corporate governance should abide by the ancient wisdom of
Shrimad Bhagawad Gita which defines yoga as ‘“‘dexterity of effort” (Yogah
Karmasu Kaushalam). The need of the hour is to develop a thought of balanced
efficiency in corporate governance. All the participants i.e. employees, executives,
community, shareholders, directors and managers can usher in a culture that in turn

can work well for the society as a whole. It transcends the common selfish interest.

CG should not and cannot solely be an affair for the government and
regulators. The youthful viewers can continue to take a vigorous interest in
promoting and fostering a culture of spirited corporate governance. To put on
confidence of the public at large, there must be a fair and transparent disclosure of
the social attainments. The new Company Act and changes in Listing Agreement
clause 49 have been amended to establish best corporate governance practices in

India.

Hitherto, some more efforts are required in this direction. Here, researcher
has suggested some fruitful and significant suggestions for Indian corporate sector
to improve their governance practices in reference to the covered parameters under
study and some suggestions are on other issues. These are divided in two sub heads
specific suggestions and general suggestions. These have been discussed as

follows:
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6.3 SPECIFIC SUGGESTIONS

These suggestions are specifically in reference to the covered parameters

under study. These are:-
HRD Practices

e There is a need to revise compensation packages more frequently in public
sector and the interval of revising compensation package in public sector
should be reduced to encourage employees.

e In public sector, revision of compensation package should be based on
performance of employees. This is significant to motivate employees to follow
best practices in the company.

e Making whistle blower policy a compulsory requirement is not a sufficient step
to protect whistle blowers after blowing whistle. Employees should be made
aware of this policy regularly. So there is a need of appropriate communication
mechanism for this policy within company.

e For proper institutionalization of whistle blower policy, companies should
develop intranet network. This facility will facilitate whistle blowers to file
complain.

e Further, proper awareness and training programmes should be conducted to
boost and encourage whistle blowers.

e As well as multiple channels/modes of reporting complaints may be email, toll
free numbers, suggestion box, PO Box address, telephone hotlines.

e These modes should permit whistle blower to be anonymous, so that they can
feel free to report unethical behaviour within company.

e Even company may outsource independent NGO’s and a third party for whistle
blower mechanism. Consequently, whistle blowers will feel more freeness to
file complain.

e  Moreover, complete safeguard and confidentiality is required to protect
whistle blowers. There is a need to prop up “listening organizational custom”
to take care of every grievance as imperative.

e To establish culture of good corporate governance there is need of more

whistle blowers than regulators.
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Transparency Practices

e  Public sector should be more transparent on the concern of disclosure of
non-financial information (on CSR and environmental issues).

e  Companies should adopt truthful disclosure of carbon emissions especially in
private sector undertakings.

e  The private sector should disclose status quo of their industrial relations.

e  Proper disclosure should be made by companies in their annual reports on non

compliance and on imposed penalties.
Health and Safety Practices

Public Sector Company, NFL should take active attention towards safety objects of
workers and should not compromise with quality of safety objects. This also
requires proper monitoring and overseeing of safety measures by top management.
Public sector should properly implement safety training programme at the time of
induction of employees in company.

Public sector companies should become more prompt for checking their safety
measures.

Public sector should be more considered for health checkups of employees and

families.
CSR Practices

e CSR can be replaced with PSR (Personal social responsibility) to become
more altruistic.

e Programmes on malnutrition, hunger eradication, war widows, day care centres
and senior citizens should be executed by both sectors.

e CFCL should establish a “Community Symposium Chamber” i.e. “CSC”
for doing need based conversation with the general public of nearby
community. To identify need based projects for community development and
for meeting target of mandatory CSR.

e Companies should do need based discussions with local community and with

society in their local language periodically. So that companies would be able
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to assess and identify good social projects. For the same there should be a
separate cell in companies by the name CDC-Community Discussion Cell.
There is a need to run specific courses on CSR by institutions to develop
more professionalism in this area. So that companies can get more
professional and skilled manpower to implement social projects of CSR, these
professionals will also help in direction to allot the money well in various
projects and programmes of CSR.

Companies should consider volunteer participation of employees in CSR
activities as one of the parameter of career growth. With this measure
employees could be encouraged to participate in CSR activities. The visionary
approach of top management will also change towards CSR.

CSR should not be as an added responsibility, this should be a core
responsibility on CSR team so that CSR team would be able to focus on
social projects more efficiently and effectively.

In India, (after enactment of new company bill, which mandates qualifying
companies to spend on CSR) SIBs” seem apt to meet 2% CSR commitment.
The model of Social Impact Bonds® allows many investors to come together
and pool resources and to meet philanthropic targets that may not possible
individually. SIBs are suitable for those investors (Philanthropies and donors)
who invest in social programmes without hope of return on investment. They
just want their invested money back to invest in other social projects.

This model has four key players i.e. private investors, service providers,

government, social impact bond issuer. Private investors provide working
capital to social impact bond issuer and this issuer again does funding for
operating cost to service providers. Service providers may be NGOs or social
enterprises. These service providers work for social programmes, by designing
framework of these programmes, to get hold of all donors (parties) and to oversee

the social projects for lifetime.

Government makes performance based payments to Social Impact Bond

Issuer and they again repay money invested by Private Investor/donors from the

payment made by government. In this way Private money become Public money.
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SIBs Steps

Step I Private Investors — Social Impact Bond Issuer — Service Providers

Step II — Government — Social Impact Bond Issuer— Private Investors

e Companies are advised to work/engage with leading edge NGO’s to generate
creative response and to implement CSR projects properly.

e For effective implementation of CSR projects, NFL and NTPC need dedicated
and separate CSR team, which should be committed only for CSR activities.

e PSUs are suggested to establish link with organisations similar to United
Way. These organisations are helping companies to unite with foremost
NGO’s. This measure can minimize bureaucracy in public sector and will help
to identify social projects.

e For promoting programmes on women empowerment companies are suggested
to be concerned for Gender Budgeting.

e CSR committee should be preferably headed by an independent woman
director.

e For effective implementation of CSR projects there is a need of separate
governance framework for CSR.

e Public sector’s corporate management must encourage their employees to
participate in community services (employee volunteering) once in a month
in paid hours.

e (SR should focus on appropriate funding. Instead of funding in most critical
needs, companies are allocating funds to the areas to which companies
consider important.

e Only power industry’s companies have detailed and auditable record of CSR
finance. Chemical and Fertilizer industry should also have detailed CSR
finance.

e During discussion with senior executive of the CSR division of PSU (NTPC
Ltd.), it was identified that many NGOs are run by the wives of bureaucrats as
a mean to take out funds in the appearance of assistance from them. So
companies should be very vigilant in deciding the projects and NGOs.

e For executing any CSR project or programme, the relationship with NGO
partners should not be financial only; this relationship should be participative

also. Thus, this active participation will yield better result and impact of CSR
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programmes. This participation will also lead involvement, ownership and
sense of belongingness from corporate sectors, which may give better results

of CSR projects.

Environmental Practices

Public and private sector companies need to understand the proper meaning of
sustainability. CEOs of these companies are required to better understand the
nature and scale of climate 1ssue, natural resources issue and water 1ssue etc?,
So far as both sectors are required to run more projects on environmental area
for their CSR spend.

Companies need more skilled expertise to tackle sustainability in true manner.
In Indian scenario, it can be said that to lessen carbon emussions and GHGs
manufacturing companies should more focus on adoption of Green Solutions.
As well as there is more needed to invest in Research and development to
develop more new green solutions. Indian companies are still working within
traditional technology frameworks.

Executive Respondents from private sector suggested establishing
sustainability advisory council and developing good corporate citizens aspects
to intensify involvement in corporate sustainability.

Public sector executives suggested establishing sustainability advisory council
and quality of leadership aspects to intensify involvement in corporate
sustainability.

Public sector should be more focused with development of green buildings.

Suggestions in the Interest of Shareholders

e The BoD’s of the company should adequately, fairly and timely inform its
shareholders about all important and relevant information of the company’s
business.

e Private sector undertakings should personally inform sharcholders about
organisation of AGM through electronic mode and mail. So that presence
of shareholders in AGM can be improved.

e There should be no determined error of any business transaction in the

records of company books.
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e The need of the hour is to enhance and promote “listening organizational
culture” to get problems of shareholders and to promote shareholders
participation. This culture will be able to encourage and support
shareholder activism’. Consequently, shareholder activism will help in
ensuring better corporate governance practices.

e Private sector should focus on adequate presence of woman director in
AGM.

e Private sector’s shareholders respondent recommended that quality of
corporate governance can be improved by 360" Communication and
feedback system within organization and through increased participation of
various stakeholders.

e Public sector respondents opined the need for short duration courses on
investor awareness. Moreover advised the need of workshops for
shareholders.

e Respondents from public and private sector suggested that AGM
proceedings should have translation in Hindi language, so that every
shareholder can understand. This step may increase attendance of
shareholders in AGM.

e Majority of the respondents from public and private sector recommended
that awareness of the investors about their investment decisions can be
improved by running “Programmes on Shareholder Activism in India”

by regulatory establishment.
6.4 GENERAL SUGGESTIONS

e To create culture of good corporate governance corporates have to apply the

“SMART” approach of governance which is —

S - Simple
M - Moral
A - Accountable
R - Responsive
T - Transparent

e The discourse of company act needs more discussion on responsibility of

chairman for improving corporate governance. There is a need of “Outside
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independent chairman” in companies for enhancing culture of good
corporate governance.

For establishing these ingredients of good corporate governance, companies
are required to appoint committed and trained managers for establishing
culture of Ethical Management. To recognize humanae treatment with all
employees and to consider their development, ethical management is need
of the hour. This will help to establish a strong moral culture in
organisations.

Government should make liable for defaulter audit firms to compensate
duped investors.

There is a necessity to have good corporate governance in sizeable
unlisted companies for the protection of the interests of other
stakeholders. Because general concern of corporate governance in India
has been centered only around listed companies and ignoring unlisted
companies.

Companies must embrace Conscious Capitalism (C-C) approach which

is more humane, more holistic way of doing business.

Under the ‘Information Democracy’ (RTI) it is the duty of the captains of
the corporations they must ensure that all shareholders must get the annual
reports in time.

There is a need to raise quality and independence of external auditors;
There is a need to strengthen regulation and legal enforcement; and

To reduce carbon footprints, companies from both sectors should develop
carbon competitiveness. As it will become part of their business strategy
then companies can win in carbon regulated world. In this way, the new
balance of carbon footprint can develop. Shrinking carbon emissions is
possible by setting target to reduce electricity and water bill and by
developing CDM projects especially in power industry. As well as shift to
wind and solar energy is another option for this.

Self Governance and enhanced disclosure is required. Companies are

required to embed good governance as part of their business strategyf’.
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e Company should disclose fees paid to legal/consulting firms. As well as
companies should not establish their business relation with their ID’s, so
that ID’s can take decisions freely.

e SEBI should disclose the list of careless and faulty auditors to prevent other
companies from such ‘Bad’ auditors and to stop corporate failures and
scams in the future.

e Audit committee should be more concerned about co-ordination
between internal and external audits, to maintain audit quality.

e The concept of having independent director is a good one in theory but
more important is the process underlying selection of independent
directors —this process should be rigorous, transparent and objective and
it should be aligned to the company’s need.

e Audit committee should be more concerned about co-ordination
between internal and external audits, to maintain audit quality.

e The concept of having independent director is a good one in theory but
more important is the process underlying selection of independent
directors —this process should be rigorous, transparent and objective and

it should be aligned to the company’s need.

e Increase protection for shareholders rights is need of the hour.

Suggestions on Woman Director Requierement
As it has been said that — (Yatra Narystu Pujyante
Ramante Tatra Devata)

T e

YA~ O3 odd

Baby step of Company Act on appointment of a woman director needs

some road map to comply with the requirement of women on board level.
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Following road map has been given to Indian corporate houses to improve

their compliance status at this parameter; these are stated below:

e This requirement is a big social change in India. And social change and
social evolution takes place with time. For this change mentorship
programmes should be organized to develop strategic insights within
women directors. This professional training may prove woman director as
capable one.

e Companies should set a target at priority basis for appointing woman as
director at board level as well as should improve gender diversity across
the organization. This step can help to get real potential.

e There is a need of an effective director assessment process.

In a nutshell, to adopt practices of good corporate governance and to ensure

sustainability of business instead of -

“SATYA SIVAAY SUNDARAM”

Corporates have to stick with-

SATYAM - TRUTH
SHIVAM - WELFARE
SUNDARAM - BEAUTY

Means truth is required in transparency and disclosures, welfare of
stakeholders and beauty in reporting practices should be followed to create culture

of good corporate governance.
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6.5 SUGGESTED MODELS
Researcher has made an effort to develop models for good corporate
governance.

These models are exhibited and discussed as follows:-

A Simple Model for Good Corporate Governance

Mandatory
Disclosures

Transparency
and
Accountability
(AB is consolidate
of Part A and B)

Non Mandatory
Disclosures

Model No. 6.1- A : A Simple Model for Good Corporate Governance
This model can be represented by following equations:
Mandatory Disclosures + Non mandatory Disclosures =Transparency and

Accountability
Part A + Part B = AB (Consolidate of A and B)

Mandatory disclosures and non mandatory disclosures make a complete

picture of transparency and accountability.

A new concept of CG Function has been introduced by researcher to show
simple model of corporate governance. CG function is based on functional
relationship of corporate governance (Dependent variable) with mandatory and

non mandatory disclosures (Independent variables).
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Mathematically CG function can be represented as follows in form of
equation:

CG=1f(1,2,..... n)

Here-

CG is referred for corporate governance

f= function

1= Mandatory Issues

2= Non- Mandatory Issues

n= Number of items to be disclosed

The above relationship presents that level of corporate governance is based
on mandatory and non mandatory disclosures. If number of mandatory and non
mandatory disclosures increases then level of corporate governance also increases
towards GCG. This relationship can be named as CG Function. The CG function
is a relationship of CG with mandatory disclosures and non mandatory

disclosures.

Mandatory disclosures: A checklist of mandatory issues are:

Information required to be given in the Board’s report under the Act
- Changes to be mentioned in the Board’s Report

- Particulars about certain specified employees
- Composition of Audit Committee

- ESOP/ESPS

- Shareholder’s Resolution

- Change in the composition of the Board

- Disqualification of Director

- CSR initiatives of the company

- Whastle blower mechanism
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Non mandatory disclosures: An outline of non mandatory disclosures is given:
- Economic Performance

— Environmental Performance

— Compliance with laws and Regulations

— Social Performance

— Value Statements

- Employees grievance redressal mechanism

— Training and Development programme for employees

— Employee benefit Schemes, Welfare policies and processes

— Classification of Employees (Skill wise-cadre wise etc.)

— Woman employees and employees disabilities, statistical Data  about
employees

—  Work Culture

— Stakeholders Democracy etc.

The Model No. 6.1-A exhibits that consolidate of part A and part B
represents the total picture of good corporate governance. Part A represents
mandatory issues and part B represents non- mandatory issues. When Part A
converges with Part B then it becomes AB which represents total picture of
transparency and accountability. Accountability is not just about market, about
compliance, standards, processes and policies, but is also stakeholder driven.
Accountability today is also about ensuring the right leadership roles, meeting

stakeholder’s expectations both proactively and reactively.
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A Integrated Model of GCG

T .
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Focus only on Mandatory Emyhasiven i on need of the Results
= 5 Internal and Mandatory and Non —1Excellent

need of Business Aspects External Issues Financial Issues, Stakeholders

Model No. 6.1-B- A Integrated Model of GCG
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The model no. 6.3 presents the parameters for assessment of levels of
corporate governance for companies. Here levels are concerning to GCG. This
model exhibits that if any corporate is concerned with only focus on need of
business then that corporate will be considered at very low level of corporate
governance. Moreover, if any company is concerned with focus on need of
business as well as with mandatory aspects then that company can be considered at
low level of corporate governance. Addition to this, when a company is focused on
need of business, mandatory issues and emphasizes on internal and external issues
then that company’s corporate governance level can be considered at moderate
level. When a company is focused for need of business, mandatory issues,
emphasizes on internal and external issues and focuses on non mandatory and non
financial issues then that company can stand on high level of corporate
governance. Excellent level of corporate governance can be achieved by
emphasizing on internal and external issues, mandatory aspect, non mandatory and
non financial aspects, need of business and by focusing on the need of the
stakeholders.

In summation, it can be said that, companies can assess their level of corporate

governance on the basis of Integrated Model of GCG.
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A Systematic Model for Formulation, Implementation and Evaluation of CSR

Formation of Separate Dedicated CSR Team

= To Form and Implement CSR Policy R —
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Model No. 6.2: A Systematic Model for Formulation, Implementation and
Evaluation of CSR
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Steps of model for systematic CSR are as follows:

ii.

1il.

v.

Management should form a separate dedicated CSR team. CSR team should
have at least four members including woman director, company representative,
NGO representative and community representative. The woman director must
head the CSR team. The CSR team would be responsible to formulate CSR
policy, to plan, execute, monitor, evaluate and report the progress and impact
of CSR programmes. The CSR team will be responsible to identify the
resources and to execute planned activities. The CSR team must identify the
focus area of the company. The focus area should be based on CSR policy,

vision and mission of the company and especially on need of community.

Companies should do need based discussion with local community in their
local language to identify need based projects for community development. For
this, companies are required to establish a “Community Discussion Cell” i.e.
“CDC”. Organizations should promote ‘listen organizational ethnicity” to
listen carefully about need of community. CSR manager should form separate

CSR team for every thrust area.

The CSR Team will design the CSR action for the company, integrating
company values, focus areas and resources. Networking with local NGO’s and

government bodies will facilitate effective implementation of the action plan.

Then the impact of CSR initiatives should be reported and communicated
under different focus areas like employee welfare, environment and community
etc. Communicating CSR action to all stakeholders can act as incentive to

broaden the CSR initiatives.

Lastly, evaluation of CSR action should be done. This helps to analyze the
impact of CSR programmes. If there is any variation (discrepancy) between
standard and actual outcomes from CSR programmes then corrective actions
should be taken. To control discrepancy, an analysis at every level of this
model (i.e. formation of CSR team, need assessment and at functional level)
should be carried out to detect the reason of variations. Then corrective actions
should be taken to avoid variations of outcomes. Follow up of corrective

actions will improve future actions of CSR.
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A Model for Shareholders Presenting GCG Curve

Shareholder
Activism

Listening
Organisational
Culture

Awarness
Programmes

J Improved
/ Transparency and
Accountability
2= Z

Shareholders
Participation

Shareholders Related Issues Required for GCG

0 | | I | I X
1 2 3 4 5

Very Low Low Moderate  Higher Excellent

Levels of Quality of CG

Model No. 6.3: A Model for Shareholders Presenting GCG Curve

The above model is presenting relationship between shareholders related
issues and levels of good corporate governance. OY axis exhibits issues related to
shareholders which can influence level of corporate governance. OX axis exhibits

levels of quality of good corporate governance.

The above model reveals that excellent level of corporate governance can
be achieved by promoting shareholders participation, improved transparency
and accountability, investor awareness programmes, listening organizational

culture and by shareholders activism.

To improve level of good corporate governance from very low to excellent

level there is a need to promote shareholders participation which will make the first
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move towards culture of good corporate governance (at the lower level). Then
initiation of improved transparency and accountability will result better quality of
corporate governance (at low level). Subsequently, by running programmes on
shareholders awareness, companies can establish moderate level of quality of good
corporate governance. Further, by means of acknowledging and endorsing
organizational custom, higher level of good corporate governance can be attained.
Consequently in the end an excellent level of good corporate governance can be
achieved by encouraging shareholder activism. This step can make shareholders
aware and active about their rights. The above presented model shows good
corporate governance (GCG) curve. When shareholders related factors are
increasing from 1% to 5" Jevel, consequently, level of corporate governance is also
increasing from lower level to excellent level of corporate governance. Therefore,
GCG curve 1s going in upward sloping direction which shows that level of good

corporate governance is increasing, as shown.

In this perspective, a road map of win - win situation has been
presented which is beneficial to both i.e. corporates as well as for their
stakeholders.

6.6 FURTHER AREAS OF RESEARCH
Research on corporate governance practices in India is on primitive stage. There
are some other important thrust areas that provide scope for further research.
These are as follows:-
e An in-depth analysis can be done to develop parameters on suggested
models (i.e. for CG function, for Systematic CSR and for GCG Curve).
e Testing and verification of the suggested models can be carried out.
e A study can be undertaken on “Impact Assessment of CSR programmes in
India™.
e A comparative study can be undertaken on corporate governance practices
in developing and developed countries of the world.
e A comparative study can be carried out on the issues related to corporate
governance practices of service industries of India.
e An in depth analysis can be carried out on all stakeholders to know the

awareness level of stakeholders regarding corporate governance.
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Annexure I

Sample Questionnaire for Employees
“Corporate Governance Practices in India”
(A Comparative Study of Public and Private Sector Enterprises)

The purpose of this questionnaire is to study the Corporate Governance Practices
in India, in public and private sector enterprises. The information provided by you
will be kept confidential and used only for the purpose of research work. You are

requested to spare sometime to fill the questionnaire and co-operate.

Part - I (HRD Practices)

1. Does your organization revise the compensation package after an interval

(i.e. 2, 3 or 5 years)?

Yes |:] No I:

2 Does your company provide protection to whistle blowers from unfair

employment practices?

Yes [ ] No [ ]
Part - II (Health and Safety)

Tick the most appropriate response:

(1 (2) 3 @ (5)

Extremely Somewhat Neither Somewhat Extremely
Satisfied  Satisfied  Satisfied/ Dissatisfied Dissatisfied

Dissatisfied
1. Receiving all social security benefits
from company.
| R— P omnwanas " B 5
Z Company is maintaining the highest levels

of safety and occupational health.

lo....... y —— - 4o 5
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Annexures

I have received the safety training.

| ERE— T  — R 5

Emergency management system is available.

| ——— . R— i S— C._NB— 8

Company has best-in-class infrastructure and fire safety measures.

| B p A . T 4o 5

Safety measures are regularly checked through internal audits.

| D i - J— S 5

Mother and child health programs are available.

| E— Lisen B sunnsond Y 5

Company is running HIV/AIDS and TB awareness programmes.

— Lo awonans P S 5

. Company has comprehensive health screening of employees and families.

[ — 0 AT . — . N— 5



3. Designation :

Annexures

Part - II1 (CSR Practices of Company)

Is your company running any programme/project for social welfare and

community development?

Yes I:l No I:I

If yes, then in which area / areas company is contributing (Tick the

relevant) —

e  Health Care

e Education / Awareness programme

e Infrastructure (Schools/Hospital development)

e Environment (Tree plantation and treatment of hazardous waste)

e Relief and assistance in the event of natural disaster

e  Support to NGO’s in community development and health initiatives

L Women empowerment

Part - IV

Profile of the Respondent

. Name :

. Name of the Organization :

. Please indicate your educational/professional qualification? [Please tick]
(a) Diploma

(b) Graduate

(c) Post Graduate

(d) Any other (please specify)

. How long you have been working with this company?

i
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Thank you for sparing valuable time

Annexure 11

Sample Questionnaire for Executives
“Corporate Governance Practices in India”

(A Comparative Study of Public and Private Sector Enterprises)

The purpose of this questionnaire is to study the Corporate Governance Practices
in India, in public and private sector enterprises. The information provided by you
will be kept confidential and used only for the purpose of research work. You are

requested to spare sometime to fill the questionnaire and cooperate.
Part — I (HRD Practices)

Ly Does your company organize any training programme for employees to

follow up the code of ethics?

Yes [ No [

2 Does your company provide protection to whistle blowers from unfair

employment practices?

Yes [ ] No [ ]
Part — II (Transparency)

Following are some statements related with transparency issue, tick the relevant
regarding your organization.

(1 (2) (C) NG (5)

Extremely Somewhat Neither Somewhat Extremely
Satisfied  Satisfied  Satisfied/ Dissatisfied Dissatisfied

Dissatisfied
1. Disclosures of non-compliance with any legal requirements.
i i B e 4o, 5
2. Disclosures of penalties imposed by any regulatory body regarding non-
compliance.



Annexures

L. - C I 4o 5
3 Disclosures of industrial relations
Py Lvenrivans T . 5
4. Disclosures of carbon emissions
| S— ¥ - .. S— B crecanoni 5
5. Disclosures of non-financial information i.e. environmental and
CSR issues
 ES— [ O— <. I— : R— 3

Part — III (Health and Safety)

Please read carefully and tick the most appropriate response.

(1) (2) 3 @ (5)

Extremely Somewhat Neither Somewhat Extremely
Satisfied  Satisfied  Satisfied/ Dissatisfied Dissatisfied
Dissatisfied

1. Providing all social security benefits to workers.
| N B ronasane . S 4o 3

2. Emergency management system is available.
{ I 2 . S 4o, 5

3. Health and safety audit is available.
| [R— P T - 5

e

Safety training programme is available for employees.
| . . A T 4o, 5
5 Company is providing comprehensive health screening to employees and

families.

| BT ./ — I, 4o, 5
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Part — IV (CSR Practices)

Is there any separate committee for CSR in your company?

Yes :| No :|

Is your company running any programme/project for social welfare and

community development?

Yes ] No |:|

If yes, then in which area / areas the company is contributing (Please tick
the

relevant) —

e Health Care

e Education / Awareness programme

e Infrastructure (Schools/Hospital development)

e  Environment (Tree plantation and treatment of hazardous waste)
e Relief and assistance in the event of natural disaster

e  Support to NGO’s in community development and health initiatives

In

e  Women empowerment

Is your company encouraging employees to contribute their own time for

community development initiatives?

Yes |:] No |:|

If yes, please specify how they are contributing.

Vi



Part — V (Environmental / Ecological Practices)

Annexures

Is your company using solar power and / or wind power for energy?

Yes

[ ] No [ ]

If yes, to what extent:

0-20%
20% - 40%
40% - 60%
60% - 80%
80% - 100%

JUD UL

What are the practices in your company for conservation of natural

resources and environmental protection (please specify some of them)?

Is your company engaging employees for environmental protection?

Yes

) No )

If yes, please specify the mode of engaging them.

Which of the following can deepen involvement in corporate sustainability?

(Rank in order of preference such as 1, 2, and 3 and so on)

Ranks

By quality of leadership.

By learning and development of human capital.

By employee volunteer for social work in their own time.
By developing good corporate citizens.

By going beyond mandated legislations.

By providing environment education to employees.

By establishing Sustainability Advisory Council.

Vi
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Is your company using electronic mode to deliver documents to support
“Green

initiatives™ taken by MCA?

Yes [ ] No [ ]

Tick the correct option for practices followed by your organization.

e  Minimising waste through high impact design
e (Conserving water resources

e  Propagating Green Buildings

e Recycling

e  Forestry Initiatives

JUbud

e Development of Wastelands

Whether your company has EHS (Environment, Health, and Safety)

committee?

Yes |:| No |:|

Is there any Environmental Audit System in your company?
Y [ No -
If yes then which type of audit?

e Internal Audit (By company’s auditors)

e External Audit (By NGO’s and other agencies)

UL

e  Audit by Government

Part - IV
Profile of the Respondent

1.Name :
2.Name of the Organization :
3. Designation :
4.Please indicate your educational/professional qualification? [Please tick]

(e) Diploma

(f) Graduate

(g) Post Graduate

(h) Any other (please specify)
5.How long have you been working with this company?

Thank you for sparing valuable time

VI



Annexure 111

Sample Schedule for Community
“Corporate Governance Practices in India”
(A Comparative Study of Public and Private Sector Enterprises)
Tick the relevant:
YES/ NO

Is the company engaged in following activities —

—

Employability / livelihood generation programmes
Woman empowerment

Promotion of Education

Environment protection

Discharge of waste

Cultural Development

Organizing rural health camps

Community survey

2 =, A5 e B

Welfare activities i.e. infrastructure development
(For Sanitation Facilities)
10. Relief and assistance in the event of natural disaster

Profile of the Respondent

. Name

2. Address

3. Name of organization

4. Gender Male Female
5. Contact No. and Mail id




Annexure IV - A

Sample Questionnaire for Shareholders

“Corporate Governance Practices in India”
(A Comparative Study of Public and Private Sector Enterprises)

The purpose of this questionnaire is to study the Corporate Governance Practices
in India in public and private sector enterprises. The information provided by you
will be kept confidential and used only for the purpose of research work. You are

requested to spare some time to fill the questionnaire and co-operate and oblige.

Part — I Before Investment

Following are some important governance characteristics; please rate these factors to which you

consider before taking investment decision. (Please tick the relevant)
Little Moderate Very

Important Important Important

Past Record and Image in Corporate World
Return/ Dividend

Disclosure

Grievance redressal of Security Holders

Board Structure

Ensuring Equitable Treatment to all Shareholders
Total Quality of Firm Level Corporate Governance

Quarterly Financial Disclosure

2 AN & W

Related Party Transactions

—_—

o
=

Compensation Structure

Part — II After Investment

1. Whether the company in which you are an investor timely and adequately informs you about the

following (Please tick the relevant)?

- Money used for Declared Purpose in prospectus [ ]
- All new Development Activities | ]
- Return/ Dividend [ ]
- Policy on Protection from Insider Trading [ ]
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- Refund of Invested Money on Maturity [ ]
- Policy / Codes to Safeguard the Interest of Minority Shareholders [ ]
- Handling Grievances of Shareholders [ ]

2. Is there any shortcoming related to the governance of the company, if it is please specify the aspects?

(Note: please mention this question in regard of specific company)

(i) Charging high Share Premium in [PO Money" [ |
(ii) Improper use of Funds [ ]
(iii) False Information in Prospectus [ ]
(iv) All of the above [ ]

3. Have you attended any AGM of the company in which you have invested?  Yes | ] No [ ]
If Yes, then kindly check the following issues:-
(A) Following issues have been covered in AGM (Please tick the relevant):

- Disclosing the internal and external issues [ 1
- Transparency [ ]
- Assets dissolution [ ]
- Adequate presence of woman director in AGM [ |
- Fund transformations [ ]

(B) What is/are the major influencing concern for you to attending AGM? (Please tick)

For awareness (Only) [ |
For the adequate information gathering [ 1
For grievance and issues clarifications [ 1
For hospitality [ ]
For providing suggestions and recommendation [ I
All of the above [ |

(C) Are you aware about the procedure of annual general meeting of the company? Yes| ] No [ ]

If yes, then do you participate in voting (ballot system) of company to submit your consent on various
decisions?

Yes [ 1 No [ 1]

(D) How much percentage of information you are getting from proceedings of AGM?
Very few (0% - 25%) [ 1] Average (25%-50%) [ 1]
Enough (50%-75%) [ | Complete (75%-100%) [ ]

(E) After participating in annual general meeting, what do you realise about this participation?

Least Useful [ | Average Useful [ ] Most Useful | ]

XI
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(F) Have you changed your investment decision after attending the AGM of company?

Yes [ ] No [ ]

4. Give your opinion on the followings:

(A) Which ways can improve quality of corporate governance in a company?

(B) AGM procedure should have translation in Hindi language, so that every sharcholder can understand.
Yes [ ] No [ ]

(C) Are you aware about all conceptions and tactics for investment decision?
Yes | ] No [ |

(D) Do you think there is a need for Programmes on Shareholder Activism in India, to make investors more

aware about their investments?

Yes [ 1 No [ 1

Part — I1I Profile of the Respondent

1. Age group (Please tick) 20-30 Years | ] 30-40 Years [ 140 and above| |

2. Education

3. Income Group 20000-40000 [ ] 40000-60000 [ ] 60000 and more [ ]

4. How long have you been investing in the particular company?

1.Since lastyear [ ]
2.2-5 years [ ]
3.5+ [ ]

Thank you for sparing your valuable time
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vuyXud & IV lich
VI'Wikfj sk di fy, ii"ukoyh
“Corporate Governance Practices in India'

(A Comparative Study of Public and Private Sector Enterprises)
9 UGl BT S5a% IR § WEN T Aol st & dares B ST € | S g
& T TEET BT MU YT GG | §9 YeAEel B ST Rie o FRf # fhar wme |
3oy g € o o9 39 We@yel |IEvT § U B §HY SHx HeArT BN |

Part - I fofuzkeu 1 il

= # wr GaTed & | HedqUl Usel quid A €, fafEreE @1 fofy o | gd g9
TS B Yedid US forg faam Ayl & (Rating €fog) —

de vkl r vR; fikd
vko';d wvko';d wviko';d

FHEAT BT o Rere /3Re™ 7 &R S § AT @ B
gfwet / AT

HIAT DI AT DT AR
fRrerdr &1 Fuer

G HUSE 1 HREHl

ol SerenfRal W WHAT BT IR
A fada @ &1 yamnE

[
[
[
[
[
[

e % N & s o e e

I UeTemIRT / T ¥ @R o A

]
]
]
]
]
]
]
]
A ]
10. sfgfS < v ]

[
[
[
[
[
[
[
[
[
[

e e e b b d eed eed eed b

[ ]
[ 1]
[ ]
[ 1
[ ]
[ ]
[ L]
[ L]
[ [ ]
[ L]

Part - II fofu;ktu d i'pkr

1R\ e A ey faferare €, @ 98 SRl sy e fovgell @ ded A wAe W e 9 uaie
I YR S § — (@UE e SN W 6 (v ) & e o)

- ufdeRvr ¥ g T 9w @ frg g @ Sudn [
- HO S wR T R @ wfafafet @ gEen [
- wfwe /AT i gEe [
- 3TN oTdR® SR ¥ GRET oY SR @ A @ e [
- gRugaar w® A o e [
- oTeuEEs e @ Rt @ gren & forw e 7 R W A e |
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rereRar & freradt & Fawor & e [ 1

2.7 # 9 et @ Hares 9 9dfie e & usgsi @1 e i

(i) TPO # arufdres difr & wfdr arsl e [ ]

(ii) DI BT GERT [ ]
(iii) AfIeRoT # o I o [ ]
(iv) IR o [ ]

3. forg e F e Ao foear & o T S SR @) aiftes WTENOT |Er H T T ' P
& /8
afe &, @1 Fuar 7 Tegell & Hed § eIl I ude S —

(A) 1 faeferiaa fawal ox wwmor @ #§ ggf @1 E, GdEd 9w w e (v ) @ e ey e
(X) @1 frems @)

AAR® g el deeell & TN Il HRg T [ ]
e e w el @ SR Suee dwidl @ [ 1
afy FEET 7 e foel wRRy § W @ € 9 9% e e @ [ ]
HERE w7 # Afear Fewe B SuRefy E [ ]
BN B HUCRY B WHEN o el & [ ]

(B) arfifer wmermeer w91 # Suflerd 8F & forg omg & ifiuRe gy 7 (Hafte o W w1 (v ) & fem
o)

ST & forg [ |
AR gEel § savd 8 @ forg [ |
fRreBTodr @ o Reel @ v & forg [ 1
Ffefr s & forg [ |
[IAG G [ATE & B forg [ 1
SwrEd i & forg [ I
(C) T aq HFT & \ERE §9T & drae o ok € 7 g ][ ]
Ife 8, ar @& o AR geEr w e vl &9 & forg s @1 Aaas dfsar § e A9 e e ?
& [ 1 & [ ]
(D) AR W97 @ A0 SEETel &1 e aferd W i THsT | A ?
ggad &H (0% - 25%) [ ] & (25%-50%) [ 1]

BB (50%-75%) [ 1 @i (75%-100%) [ ]
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(E) amuesY </ ¥, ATNeT 9T H 9T oFT T Vel aue oy ?
® gl [] srad suarf [ ] agd sudrfl [ ]
(F) ST 91 # 91T o9 @ SuRT ol 3 3o fafea ot # ggemg fear & 7
&l [ ] el [ ]
4. fublk ij viuh jk; ilrr fdft, &

(A) T8 S SU & Ol F & e B GuR 9ad © 7

(B) @GRy w1 o Srfard! &1 srarg 2 v # g ARy, aifs ol oferemd swwey ag ?
S W ]

(C) @ 3y fRafrT & frerarr & @i gl @ SHer wa@d € ?
S — L —

(D) T 9 ufRawr § e 3 W9 SrTedal SRiBE g Wl Jmew ?

« L] - [ ]

Part — ITI =faaa faawor

1.3y (Please tick) 20-30 9% [ ] 30-40T% [ | 409 B [ |
1) 2 OSSO
3.y 1 20000-40000 [ ] 40000-60000[ ] 60000 3R e [ ]
4. o foha 9 | Hw &1 gfofoal § RfEres faar 2 2

1. 3ffcH a¥ & [ ]

2.2-598] ¥ [ ]

3.5 99 ¥ 3fferes [ ]

/Kl ofn
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