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TOTAL_ASSETS 132.455 32.7075 4.04968 0.0001

LEVERAGE 0.75897 0.31133 2.43782 0.0157

R-squared 0.0921

Adjusted R-squared 0.07834

Mean dependent var 810.02

S.D. dependent var 3227.07

When Revenue receipts and revenue payments are RPTs is same for the year 2009, but is reverse from the year 
assumed above market prices 2010, i.e. tunneling is negatively related with performance 

and propping is positively related. This suggests that most 
When we consider the Total revenue receipt and payments 

transactions are being carried out at above market prices 
above market prices the results for tunneling RPTs and 

which depicts for the tunneling and negatively affecting the 
propping RPTs is given in the table 2. From table 2 it can be 

performance
concluded that relationship between tunneling and propping 

Table 2

2009

   

Dependent Variable: 
PBDITA

   

Included observations: 185

   

Variable

 

Coefficient

 

Std. 
Error t-Statistic Prob.  

RPT_TUNNELING

 

0.01493 0.041635 0.358602 0.7203

RPT_PROPPING

 

-0.100735 0.263728 -0.381966 0.7029

TOTAL_ASSETS

 

109.3445 24.07966 4.540949 0

LEVERAGE

 

0.437989 0.206905 2.116858 0.0356

R-squared

 

0.104003

Adjusted R-squared

 

0.089152

Mean dependent var

 

605.7171

S.D. dependent var

 

2229.211

2010

   

Dependent Variable: 
PBDITA

   

Included observations: 194

   

Variable
Coefficient

Std. 
Error t-Statistic Prob.  

RPT_TUNNELING -0.131686 0.080776 -1.630261 0.1047

RPT_PROPPING 0.305226 0.117146 2.605525 0.0099

TOTAL_ASSETS 132.4195 26.59641 4.97885 0

LEVERAGE 0.062471 0.587426 0.106347 0.9154

R-squared 0.097564

Adjusted R-squared 0.083315

Mean dependent var 695.2594

S.D. dependent var 2644.091

2011

Dependent Variable: 
PBDITA

Included observations: 195

Variable
Coefficient

Std. 
Error t-Statistic Prob.  

RPT_TUNNELING -0.037521 0.074546 -0.503327 0.6153

RPT_PROPPING 0.143106 0.090513 1.581048 0.1155

TOTAL_ASSETS 165.2638 34.90656 4.734461 0

LEVERAGE -13.223 18.36292 -0.720092 0.4723

R-squared 0.078565

Adjusted R-squared 0.064092 



 
 

 

 

 

 

 

 

 

 

   

   

   

 
 

 

Mean dependent var 859.9741

S.D. dependent var 3435.995

2012

Dependent Variable: 
PBDITA

Included observations: 198

Variable
Coefficient

Std. 
Error t-Statistic Prob.  

RPT_TUNNELING -0.075593 0.068485 -1.103801 0.271

RPT_PROPPING 0.077707 0.070292 1.10548 0.2703

TOTAL_ASSETS 167.4412 33.10326 5.058148 0

LEVERAGE -8.50232 13.69012 -0.621055 0.5353

R-squared 0.079399

Adjusted R-squared 0.065163

Mean dependent var 830.9301

S.D. dependent var 3289.79

2013

Dependent Variable: 
PBDITA

Included observations: 195

Variable
Coefficient

Std. 
Error t-Statistic Prob.  

RPT_TUNNELING -0.027088 0.032167 -0.842107 0.4008

RPT_PROPPING 0.05432 0.035307 1.538502 0.1256

TOTAL_ASSETS 161.1229 33.48164 4.812277 0

LEVERAGE -25.23116 23.50462 -1.073455 0.2844

R-squared 0.081762

Adjusted R-squared 0.06734

Mean dependent variable 839.0974

S.D. dependent variable 3281.043
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Conclusion See the report p. 79  for the logic of wedge and tunneling 
given on the link http://www.oecd.org/corporate/ca/ 

In this paper we have tried estimating the impact of related 
corporategovernanceprinciples/relatedpartytransactionsan

party transactions upon the performance of company. 
dminorityshareholderrights.htm

Literature says that most RPTs may be responsible for the 
tunneling or propping but depends whether these In India, Bertrand’s methodology is questioned by Siegel 
transactions are being carried out above market prices or and Chaudhary (2012) and counts several methodological 
below market prices. Therefore, first we consider RPTs and database related issues. Apart from this, event studies 
below market prices and categorize them as tunneling RPT are also not possible as the listing of RPTs was not possible 
or Propping RPT. The relationship between performance till Oct 2014.
and Tunneling RPTs is positive for the period between 2009-

For critiques see Srinivasan (2011) while authors  those 
2011 and is negative thereafter. The relationship between 

have taken  data from CMIE prowess are Bertrand et al. 
performance and propping RPTs is negative for the period 

(2002), Gopalan et al. (2007) and Siegel and Chaudhary 
between 2009-2011 and is positive thereafter. When we 

(2012).
consider the above market price transactions the 
relationship between performance and tunneling RPT is References
positive only for year 2009 and is negative thereafter. At 

Atanasov, V. A., Black, B. S., & Ciccotello, C. S. (2008). 
above market prices, the relationship between performance 

Unbundling and Measuring Tunneling. SSRN 
and propping is positive for all years except 2009. 

eLibrary. doi:10.2139/ssrn.1030529
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Annexure 2
Name and details of RPTs considered for the analysis

S. No  RPT Category  Name of RPT  Tunneling or Propping

1  Total Revenue 
Receipts/Income

 

Income from sale of raw material and 
finished goods

 Income from services
 

 

Tunneling or propping
Tunneling or Propping

2

 
Total revenue 
expenses/payments

 

Payment  for raw material finished goods
Payment for marketing expenses

Tunneling or propping
Tunneling or Propping

3

 

Total Capital Receipts

 

Receipts from sale of fixed assets
Receipts from sale of investments

Propping
Propping

4 Total Capital Accounts 
Payment

Payment for fixed assets purchase
Payment for investments

Tunneling
Tunneling

5 Guarantees Guarantees given during the year
Guarantees taken during the year
Outstanding guarantees given
Outstanding guarantees taken

Tunneling
Propping
Tunneling
Propping
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Abstract

The present paper aims to study the influence level of CSR initiatives 
on the financial efficiency of the Tata group of companies in India. 
BSE 200 listed TATA group companies were selected for the study and 
applied content analysis. Secondary collected data from Annual 
reports, moneycontrol.com and BSE websites. Edward Altman's “Z” 
score was treated as modern financial performance and calculated for 
the period from 2009-10 to 2014-15. CSR Cost variance, CSR Budget 
variance and CSR Volume variance were calculated through standard 
costing technique under management accounting principles. The 
standard cost process is mostly used to control the operating task of the 
organization. All the parameters have been analyzed with one sample t 
test, Karl Pearson's correlation for its validity. The coefficient of 
determination has also been tested through linear regression analysis 
and the author found that the relationship between CSR variables and 
the ancient financial variables EPS, Book Value, Return on Equity and 
Operating Profit were positively correlated and also found that 
Operating profit influencing to the extent of 95.9%, but the modern 
financial variable of Altman Z score not influencing the actual CSR 
contribution of Tata group of companies during the study period.

Keywords: CSR Initiative, CSR Budget, CSR recovery, Standard 
Costing Technique, Altman's Z score and Tata group    

Introduction

The process of globalization and the need for CSR is now changing the 
way in present economy and nations at large. Now a day’s every 
organization are rendering continuous commitment to socially and 
ethically responsible business practices. Everyone realized that 
Society and its people are always directly or indirectly related to 
production and economy of the nation and world at large. CSR has 
been incorporated in the various religious laws where a part of one’s 
earnings are donated for the benefit of the poor and community 
welfare. The Hindus call it ‘Dharmmada’, the Muslims ‘Zakatah’, the 
Sikhs ‘Dashaant’; call it by different names, but the concept has been 
seen in the society from the very beginning. As individuals joined 
hands to form organizations, the same concept became embedded in 
the corporations or organizations (Baxi, et al 2005). In the Bhagavad-
Gita, the key principles of Vedic philosophy is re-cemented in the 
Indian mind on the basic moral understandings required to achieve 
salvation through transcendental knowledge, the obedience to law of 
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karma, self-realization, and the  performance of actions shall constitute a CSR Committee of the Board consisting of 
under the framework of Vedic sciences. The Bhagavad-Gita three or more Directors, including at least one Independent 
is accepted as a universal body of knowledge and remains as Director, to recommend activities for discharging Corporate 
a lifelong scientific and spiritual model for mankind. It Social Responsibilities and the company would spend at 
triggers the search for self-realization and appropriate right least 2 per cent of its average net profits of the previous three 
action in the material driven world. Sri Krishna says in the years on specified CSR activities (India CSR, 2013). With 
Bhagavad-Gita (3– 13), that all sorrows from the society the new legislation, India would possibly become the first 
would be removed if socially conscious members of a country to have Corporate Social Responsibility spending 
community feel satisfaction in enjoying the remnants of through a statutory provision. The aim of Social 
their work performed in yagna spirit (selfless welfare of responsibility is to create higher and higher standard of 
others). In short, the Indian philosophy on business living, while preserving the Profitability of the 
management is to inculcate Corporate Social organizations, for peoples within and outside the 
Responsibilities. J.R.D. Tata, Founder of Tata Group (2012) organizations. (Ref :Hopkins, Social responsibility Journal, 
stated that whole of that wealth is held in trust for the people Volume – 3, No -4(2007) Corporate Social Responsibility is 
and used exclusively for their benefit. The cycle is thus the basic idea that businesses have to meet society’s 
complete; what came from the people has gone back to the expectations in the practices. Business has traditionally 
people many times over. Ratan J. Tata, Chairman, Tata focused on “Growth and Profits”. The United Nations 
Group (2012) stated that the developing world has two focuses its energies on Peace, Poverty Reduction and 
options. The first is to sit back and react only when the Human Rights, titled as Environmental, Social and 
problems arise. The second is to act as conscious citizens Governance (ESG). 
and rise above our vested interests for the sake of future 

Edward Altman published formulae to access the 
generations, so that history does not record that we deprived 

probability that a organisation can measure its financial 
them of their livelihood. Dr. Abdul Kalam, Former President 

health through “Z score” which includes five easily derived 
of India (2012) stated that the Sustainable development 

business ratios, weighted by coefficients. Edward Altman’s 
refers to a mode of human development in which resource 

Z score was calculated and used as modern financial 
use aims to meet human needs while preserving the 

performance parameter. ( Z score = 1.20 X 1+ 1.40X2 + 
environment so that these needs can be met not only in the 

3.30X3 + 0.60X4 + 0.99X5, where X 1  is working capital / 
present, but also for the generations to come. The 

Total Assets, X2 is Retained earnings/Total Assets, X3 is 
proponents  of CSR claims that CSR leads to improved 

EBIT/Total Assets, X4 is Market Capitalization/ Total Value 
financial performance, enhanced brand image and 

of Liability and  X5 is Sales /Total Assets). According to 
reputation, increased sales and customer loyalty, increased 

ICMA terminology Standard Costing as “the preparation 
productivity and quality, increases the ability to attract and 

and use of standard costs, their comparison with actual costs 
retain employees, leads to reduced regulatory, reduces risk 

and the analysis of variance to their causes and points of 
thereby facilitating easier finance  i.e. access to capital 

incidence” Standard costing is a control device. The 
among other benefits in the long term. The opponents of 

standard cost process is mostly used to control the operating 
CSR argue that it takes away precious times of Firm’s CEO 

task.
and other top executives and the important is expenditure to 
the organization. The Corporate Profitability is necessary Review of Literature
for the implication of Corporate Social Responsibility.

Indian ancient proverb by AVVAIYAR stated that ‘Aaram 
New Company Bill 2013 on Corporate Social Seya Virumbu’ which means desire to spend for the welfare 
Responsibility of the society out of excess revenue. Singh and Ahuja  

(1983) conducted a study in India on CSR of 40 Indian 
Very recently the new Company bill has passed by both the 

Public sector companies for the years 1975-76 and found 
parliament houses. SEBI issued Circular on August 13, 

that 40 percent of the companies disclosed more than 30 
2012, mandated the inclusion of Business Responsibility 

percent of total disclosure items included in their survey. 
Report (BRR) as a part of Annual Report for top 100 listed 

This study concluded that the Indian companies placed 
entities based on their market capitalization on BSE Limited 

emphasis on product improvements and development of 
and National Stock Exchange of India Limited as on March 

human resources. Ramya Sathish (2008) defined Corporate 
31, 2012. Under Companies Act, 1956 there is no provision 

Social Responsibility as “the ethical behavior of a company 
for Corporate Social Responsibility but the Companies Bill, 

towards the society” to manifest itself in the form of such 
2012 incorporates a provision of CSR under Clause 135. 

noble programs initiated by for profit organizations. CSR 
This Clause states that every company having net worth of 

has become increasingly prominent in the Indian corporate 
Rs. 500 crore or more, or turnover of Rs. 1,000 crore or more 

scenario because organizations have realized that besides 
or net profit of Rs. 5 crore or more during any financial year, 


