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Explore the theories of corporate governance, including agency theory, 

stewardship theory, stakeholder theory, and more, to understand how 

companies are directed and controlled. A company is a legal entity or group 

of people coming together to do business and earn profit. There is always a 

need of investments and funds in the Company, so the owner decreases it 

shareholding to raise funds and involve the general public. The Company 

which flourishes generally appoints a CEO of the Company to manage the 

affairs of the Company. The owner’s main aim is to make profit, and the 

manager aims to get a fixed salary out of business. This arrangement creates 

a widening gap between the objective and vision of the owner and manager, 

and the need for corporate governance arises. The need for corporate 

governance kicks in when the Company starts to flourish. Corporate 

governance determines how the companies are directed and controlled. It is 

based on the FAT principle of Fairness, Accountability, and Transparency. It 

refers to action taken by the organization to improve the relationship and 

interaction with stakeholders, that is, Investors, board of directors, 

shareholders, general public, regulatory bodies, Business Partners, Employees, 

etc. It is compliance with the set of rules, procedures and operational 

structure which must be followed to balance the interest of all the 

stakeholders involved. 

 

The scams like the Tata-Mistry fallout, PNB-Nirav Modi Scam, The Satyam 

scandal etc., happened because of the failure the complying with the 

principles of Corporate governance. Many theories, as discussed below in 

detail, address the challenges faced by the companies whilst ensuring the 

proper governance in the firm. 

 

THE FOLLOWING THE THEORIES OF CORPORATE 

GOVERNANCE: . 

1-AGENCY THEORY: As the name suggests, in the agency theory, the owner 

of the Company hires the agent, that is, the manager or director, to manage 

the affairs of the Company in the best interest of the Company and the 

owner. The problem arises when the person so appointed works for self- 

interest and to secure his basic salary and does not work to increase the 
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profit and life of the Company. When the agent is appointed, there is 

delegation of power, and there is separation of power and control from the 

hands of the owner. The agent is responsible for the decisions taken and the 

working of the Company. 

PRINCIPLE ⇒HIRES ⇒AGENT ⇒WORK IN SELF INTEREST. 

 

2. STEWARDSHIP THEORY : This theory was introduced by Donaldson and 

Davis (1989). Stewards in the Company basically means the directors or the 

manager of the Company. According to this theory, as a steward, when 

managers are given the power to work in the interest of the Company, they 

work responsibly for the organisational success and balanced growth of all 

the stakeholders—the work in the interest of the shareholders to maximise 

their wealth. 

SHAREHOLDERS ⇒EMPOWER THE TRUST ⇒STEWARD STEWARD⇒ 

ORGANISATIONAL SUCCESS⇒SHAREHOLDERS 

3. RESOURCE DEPENDENCY THEORY: For efficient working of any firm 

resources are required. The firm’s director has the responsibility to bring and 

make efforts to bring resources to the firm. These resources can be 

information, skill, suppliers, buyers, dealers, social groups etc to secure and 

enhance the organizational functioning, performance, and its success. 

DIRECTORS ⇒BRING IN RESOURCES ⇒ORGANISATIONAL SUCCESS 

4. STAKEHOLDER THEORY: According to this theory, the manager should 

take steps in the interest to secure good governance to improve the 

relationship and interaction between the various stakeholders involved, such 

as Investors, workers, board of directors’ shareholders, general public, 

regulatory bodies, Business Partners, Employees, etc. This theory implies that 

the director is responsible and accountable to a wide range of stakeholders 

involved in the Company. This theory primarily focuses on balancing the 

interest of all stakeholders whilst making any managerial decision and that 

nobody’s interest is kept above the other’s and is not given supremacy and 

the decision are taken in the long run interest of the Company. 

5. TRANSACTION COST THEORY: The transaction cost is the expense 

incurred while moving the thing from one place to another or conducting an 

economic transaction. The transaction cost can be monetary, extra time or 

inconvenience caused. The Company works by making contracts and each 
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contract brings with it the compliance requirement and some transaction 

costs. This theory suggests that the Company’s decision should be such that it 

works to achieve the optimum organizational structure. It should be 

economically efficient so that the cost of exchange is minimised. 

6- POLITICAL THEORY: This theory appeals to righteousness. The manager 

should gain the shareholders’ trust and votes rather than purchasing the 

voting power. This theory focuses on the government’s political influence in 

the working of the Company that the political power significantly influences 

corporate governance. 

7- The institutional governance theory 

The institutional governance theory places the rational self- 
interest motives of government bureaucrats within the context of institutional  

pressures for organizational change. We argue that the institutional theory of 
governance should be viewed as a complement to agency theory and not 
viewed as a competing theory. 

 

8- FINANCE AND MANAGERIAL THEORY 

 

 

Finance theory in corporate governance" refers to the application of 
financial economic principles to understand and manage the 
relationships between different stakeholders within a company, 
particularly focusing on aligning the interests of managers (agents) 
with those of shareholders (principals), often utilizing concepts like 
agency theory to mitigate potential conflicts and maximize 
shareholder value. 

 
9- Economic Theory 

In corporate governance, "economic theory" primarily 
refers to the application of economic principles to analyze the 
relationships between shareholders, managers, and other 
stakeholders within a company, focusing on aligning incentives to 
maximize shareholder value, often through theories like agency 
theory, stewardship theory, and transaction cost economics, which 
aim to explain and mitigate potential conflicts of interest between 
different parties involved in a company's operations. 
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10- Organizational theory 

"Organizational theory" within the context of corporate 
governance refers to a set of frameworks and perspectives that 
analyze the structure, behavior, and functions of a company, aiming 
to understand how different elements within an organization (like 
teams, departments, individuals) interact and influence decision- 
making to achieve effective corporate governance 
practices; essentially, it's a study of how to design and manage an 
organization to ensure proper oversight, accountability, and 
alignment with stakeholder interests. 

 

 

 

 

 
Corporate performance management (CPM) encompasses the 

processes and methodologies used to align an organization's 

strategies and goals to its plans and actions as a business. CPM 

products are generally data-driven, using many data sources and 

business processes. Software and other management tools facilitate 

the development of operational plans that drive CPM goals. 

Numerous providers offer corporate performance tools. 

 
CPM is a subset of business intelligence (BI). It involves monitoring 

and managing an organization's performance, according to key 

performance indicators (KPIs) such as revenue, return on investment, 

overhead and operational costs. 

 
Gartner coined the term corporate performance management and 

developed the concept in 2001. Since then, CPM has evolved as 

workplace practices and technologies have changed. The increased 

use of Agile methodologies affected the concept significantly. 

 
Today, Gartner describes strategic CPM in terms of corporate 

financial planning and other types of planning, such as operational 

risk, human resources and sales planning. CPM is also known as 

business performance management, enterprise performance 

management and financial performance management. 

Corporate Performance 

What Is Corporate Performance Management? 

https://www.techtarget.com/searchbusinessanalytics/definition/business-intelligence-BI
https://www.techtarget.com/searchbusinessanalytics/definition/key-performance-indicators-KPIs
https://www.techtarget.com/searchcio/definition/Agile-project-management


UNIT-2 
 

How does corporate performance management 
work? 

CPM is a framework and not a specific strategy. For CPM to be useful, 

organizations must create a suite of analytical applications that can support 

the decision-making processes, methods, metrics and outputs used in CPM. 

 
Some of the strategic frameworks and management methods used in CPM 

include the following: 

 Balanced scorecard. 

 Six Sigma. 

  The European Foundation for Quality Management Excellence 

Model. 

 
The goal of CPM is to provide companies with significant business insights 

through processes like budgeting, scenario analysis, financial planning, 

financial consolidation, forecasting and data reporting. CPM is also aligned 

with supply chain management (SCM) and risk management practices. 

 
SCM is responsible for planning, controlling and executing a product's 

journey from materials to production to distribution in the most efficient, 

economical way possible. Risk management enables organizations to track 

the related risks of each plan or process alongside the performance results. 

Importance of corporate performance management 

CPM is a primary focus for most senior executives. By integrating business 

planning, sales, marketing, forecasting and budgeting for finance, human 

resources and operations, organizations can link their organizational  

goals and strategies to their plans and execution. Alignment around a 

company's strategic priorities puts the focus on key business operations 

drivers and the business metrics that must be optimized to improve revenue 

and grow profits. 

 
CPM includes important management processes such as the following: 

 

 Creating a business model and identifying business goals. 

 Budgeting, planning and forecasting. 

https://www.techtarget.com/searchcio/definition/balanced-scorecard-methodology
https://www.techtarget.com/searchcio/definition/Six-Sigma
https://www.techtarget.com/searcherp/definition/supply-chain-management-SCM
https://www.techtarget.com/searchsecurity/definition/What-is-risk-management-and-why-is-it-important
https://www.techtarget.com/searchcio/definition/organizational-goals
https://www.techtarget.com/searchcio/definition/organizational-goals
https://www.techtarget.com/searchcustomerexperience/definition/business-metric
https://www.techtarget.com/searcherp/definition/budgeting-planning-and-forecasting-BPF
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 Merging results and closing financial books. 

 Sharing results with all internal and external stakeholders. 

  Analyzing business performance versus plans, previous years, and 

across products and divisions. 

 Remodeling based on the results and new forecasts. 

 
CPM is especially crucial for companies looking to cut operational costs, 

improve the KPI alignment, remodel the budget, upgrade financial planning 

processes or improve organizational strategies. 

 
Since CPM matters to C-level executives, many organizations have a 

department dedicated to strategy and performance management. This 

department is often associated with risk management and project 

management functions. 

 
The goal of a performance management department is to use CPM methods 

and tools to handle the measuring and reporting of performance results, and 

for easy management of strategic projects, communications, alignment and 

strategic planning. The department is sometimes referred to as the office of 

strategy management or the project management office. Certification 

programs are available to train performance management experts. 

 
 

 
Importance of corporate performance management 

 Creating a business model and identifying business goals. 

 Budgeting, planning and forecasting. 

 Merging results and closing financial books. 

 Sharing results with all internal and external stakeholders 

 
 

Key aspects of corporate performance guidelines: 



Strategic Alignment: 


Clearly linking performance metrics to the company's overall 
strategy and goals. 





https://www.techtarget.com/searchcio/definition/stakeholder
https://www.techtarget.com/searchcio/definition/C-level
https://www.techtarget.com/searchcio/definition/project-management
https://www.techtarget.com/searchcio/definition/project-management
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Measurable KPIs: 


Identifying and defining key performance indicators (KPIs) that can 
be tracked and used to assess progress. 





Performance Standards: 


Setting specific expectations for different roles and departments, 
including quality, efficiency, and productivity standards. 





Regular Performance Reviews: 


Establishing a system for periodic evaluation of individual and team 
performance against set goals, often with feedback loops. 





Performance Management System: 


Utilizing software or tools to collect, analyze, and report 
performance data for informed decision-making. 



Typical areas covered by corporate performance guidelines: 

  Financial Performance: Revenue growth, profitability, cost 
management, return on investment (ROI) 

  Customer Performance: Customer satisfaction, retention rate, 
net promoter score (NPS) 

  Operational Efficiency: Productivity, cycle time, defect rates, 
resource utilization 

  Employee Performance: Engagement, talent development, 
employee satisfaction, absenteeism 

  Market Share: Market penetration, brand awareness, 
competitive analysis 

Benefits of having corporate performance guidelines: 



Improved Focus: 

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Clear goals and metrics help employees understand what is 
expected of them and where to prioritize efforts. 





Enhanced Accountability: 


Regular performance reviews provide feedback and hold individuals 
and teams accountable for results. 





Data-Driven Decision Making: 


Performance data allows for informed strategic adjustments and 
continuous improvement initiatives. 





Increased Employee Engagement: 


When employees understand how their work contributes to overall 
success, it can boost motivation and engagement. 









It is always good to adopt best practices from other organizations 

and try something new to see if it works for you as well. This 

article discusses why getting performance management right for 

your organization is critical to its growth and gives examples of 

performance management programs at organizations that are 

doing it right. 

COMPANIES 

Performance Management 

https://blog.darwinbox.com/tag/performance-management
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Employee performance management is one of the most important 

corporate processes. So, it is important to choose an employee 

performance management strategy that will be most effective for 

your organization. 

Performance management includes multiple steps such as clarifying 

expectations, setting objectives, identifying goals, providing 

feedback, and reviewing results. Performance reviews, when done 

right, provide the chance to promote employee growth, increase 

engagement, and improve business performance across functions. 

The approach to performance management has evolved 

substantially in the last few years. According to Gartner, 81% of 

HR leaders are modifying their organization's performance 

management system, and less than one-fifth of HR leaders believe 

their performance management is currently successful. 

Most organizations have abandoned annual performance reviews in 

favor  of  ongoing  feedback,  coaching,  and  360-degree 

https://www.gartner.com/en/newsroom/press-releases/2019-11-19-gartner-says-81--of-hr-leaders-are-changing-their-org
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feedback. Moreover, getting performance management right is 

important for higher employee engagement, employee retention, 

higher transparency and productivity, efficient goal planning and 

setting, and higher employee motivation at the workplace. Several 

companies have started taking an employee-focused approach to 

performance management. 

22 Companies That Have Excellent 

Performance Management Practices 

From scrapping yearly reviews to implementing real-time feedback, 

organizations across industries are reinventing performance 

management. Let’s look at some of the best ones, in no particular 

order: 

1. Google 

Google has one of the most advanced HR practices in the world. 

From hiring the best talent after multiple rounds of interviews to 

training them with the best resources possible to looking after their 

learning and development needs, Google does it all. 

Google ensures that its employees perform to the best of their 

capabilities by conducting annual performance evaluations with a 

mid-year checkpoint and monthly performance check-ins that 

cover topics like professional growth, coaching, personal difficulties, 

etc. 

Google also holds an annual ‘Upward Feedback Survey’ which is 

something similar to a 360-degree evaluation. It also relies 
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on OKRs, or objectives and key results for its performance 

management initiatives. 

Learn more: A thorough read about OKRs. 

Quick tip: Read the book ‘Work Rules’ by former Senior Vice 

President of People Operations Laszlo Bock to learn about Google's 

performance management process in detail. 

2. Meta 

Meta is widely recognized for having a fun work culture and 

wonderful employee benefits, but if you delve deep, you can 

uncover what actually drives its employees to be motivated and 

fulfilled, and hence perform their best. 

The performance management at Meta is done through semi- 

annual evaluations, with a focus on peer-to-peer and employee- 

to-manager feedback. Meta creates secret one-to-one groups to 

share individual goals, track progress, and share feedback. 

Regular employee coaching is also a part of Meta’s performance 

management practice. Employee performance coaching is a form of 

on-the-job learning. It is a collaborative process between a 

manager and an employee, as well as between employees in the 

form of everyday interactions. 

Meta also provides constant 360-degree real-time feedback, 

allowing managers to note an employee's performance prior to the 

appraisal. 

Learn More: The evolving dynamics of continuous feedback. 

https://explore.darwinbox.com/hr-glossary/objectives-and-key-results?hsLang=en
https://explore.darwinbox.com/resources/okr-toolkit?hsLang=en
https://explore.darwinbox.com/resources/continuous-feedback-report-2019?hsLang=en
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3. PasarPolis 

Pasarpolis is one of the top insurtech brands based out of Indonesia. 

The company, in partnership with Darwinbox, introduced a 

performance management process that is quicker and more 

frequent, so as to enable employees to consistently improve their 

performance. 

Darwinbox facilitates timely report generation of pending self- 

reviews from the employees. This report helps HR to take 

immediate action and nudge the employees who didn't complete 

them. This has helped Pasarpolis complete the entire performance 

review cycle well within time, something the company previously 

struggled with. 

Learn more: How Darwinbox drove better employee performance 

for Pasarpolis. 

4. IBM 

IBM follows a performance management process that enables its 

employees to bring their entire selves to work, thereby driving 

creativity and connection. 

In 2016, it transitioned from yearly, absolute evaluations to a 

model where feedback is self-driven and focused on delivering a 

more holistic evaluation of employees. 

5. Microsoft 

Microsoft shifted to a more collaborative and less competitive 

performance management strategy after recognizing that its stack 

https://explore.darwinbox.com/resources/pasarpolis-case-study?hsLang=en
https://explore.darwinbox.com/resources/pasarpolis-case-study?hsLang=en
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ranking-style performance management system was negatively 

impacting employee engagement and motivation. 

It currently holds performance reviews every two months. These 

check-ins are official, structured talks between managers and 

direct reports in which they examine goal progress, skill 

development, and other topics so employees know if they're on the 

right track while there's still time to make adjustments. 

6. BKP 

BKP, Bina Karya Prima, is a leading FMCG company in Indonesia. 

The company transformed its HR and performance management 

process to be ‘PRIMA’, i.e, professional, relentless, integrity, 

marvellous team, attitude. The company moved from having a 

manual performance management process on Microsoft Excel to 

using Darwinbox to digitally transform its HR processes. The 

company has taken a forward-looking approach and has 

completely automated its performance management process using 

Darwinbox. 

Learn more: How BKP digitally transformed HR on mobile for 

greater efficiency and effectiveness. 

7. Goldman Sachs 

Goldman Sachs switched from a rating-based performance 

assessment process to a performance management strategy that 

involves frequent feedback. Goldman Sachs developed its own web- 

based tool for delivering and getting feedback in order to promote 

https://explore.darwinbox.com/resources/customer-success-story-bkp?hsLang=en
https://explore.darwinbox.com/resources/customer-success-story-bkp?hsLang=en
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informal performance dialogues. The once-a-year review 

methodology of the performance assessment was also eliminated. 

Beginning in 2021, Goldman Sachs introduced a concept called 

The Three Conversations, that is conducting performance reviews 

at least three times a year. Managers set goals with their team 

members at the outset of the year, check-in on progress mid-year, 

and then close out the year with a discussion about performance 

against goals. 

8. Times Internet 

Times Internet is the digital arm of India’s largest media 

conglomerate, the Times Group. The company’s performance 

management strategy involves automating all performance 

assessment processes to ensure the processes are completed on time. 

The company uses Darwinbox and has fully digitized and 

automated its HR processes, many of which were previously done 

manually. 

The company focuses on and ensures timely completion of goal- 

setting, goal cascading, performance journals, and continuous 

feedback. 

Learn more: How Times Internet automated all its processes and 

scaled with Darwinbox. 

9. Accenture 

https://explore.darwinbox.com/resources/times-internet-success-story?hsLang=en&case-study
https://explore.darwinbox.com/resources/times-internet-success-story?hsLang=en&case-study
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Accenture follows a performance management process that 

humanizes its workforce and rather than just looking at employees 

as numbers on paper. 

In 2015, the company eliminated annual reviews and stack 

rankings altogether after learning that its traditional performance 

management techniques were more dangerous than useful. As a 

result, all employees at the organization received more rapid 

feedback on assignments and a more equitable reward structure. 

10. Adobe 

Adobe has positioned itself as an expert in continuous performance 

management. Adobe eliminated annual performance assessments 

and ratings in favor of check-ins, a less organized but more 

effective approach. Adobe believes that in order to perform their 

best work, employees need quick and timely feedback and that 

there have to be year-round open and continuous discussions. 

The current process involves continuous, two-way interactions in 

which an employee and their manager discuss performance and 

career advancement while also providing real-time feedback. The 

check-in meeting is meant to discuss what's working well, what 

could be done better, and where to focus next to maximize business 

impact and career advancement. 

Learn more: The ultimate guide to continuous feedback. 

11. Quick Heal 

https://explore.darwinbox.com/resources/the-ultimate-guide-to-continuous-feedback?hsLang=en
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Quickheal has a performance management practice that promotes 

an object-oriented culture to make employees work collaboratively 

rather than working in silos. 

The process is centered around the OKR framework and runs on 

Darwinbox’s flexible and robust performance management 

platform. 

Quickheal’s performance management process involves having 

reviews  that  are  focused  on  outcomes  rather  than 

activities. Employees create journal entries noting critical incidents 

during their performance cycle, which helps eliminate recency bias 

and allows for more accurate reviews later in the year. Employees 

are empowered to modify goals in the middle of their performance 

cycle if necessary and have more control over their performance 

goals. 

Learn more: How Quickheal Aligned 1000+ employees with org- 

wide goals using Darwinbox 

12. Deloitte 

Deloitte’s performance management system is designed to recognize 

the contributions of individual employees within each team, to 

obtain an accurate picture of performance free of bias, and to 

assist individuals in reaching their full potential. 

Their strategy isolates compensation decisions from day-to-day 

performance management, provides improved information through 

quarterly or project-specific "performance snapshots," and focuses 

https://explore.darwinbox.com/resources/quick-heal-case-study?hsLang=en&case-study
https://explore.darwinbox.com/resources/quick-heal-case-study?hsLang=en&case-study
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on weekly check-ins with supervisors to keep performance on 

track. 

13. GE 

There once was a time when GE was well known for its hard- 

charging and intensive approach to performance appraisals. The 

company’s current style of performance management procedure 

has changed dramatically, and GE now follows a continuous, evenly 

distributed evaluation procedure. The emphasis is on growing, 

connecting, and inspiring employees rather than on evaluating and 

ranking. 

Annual performance assessments have been phased out in favor of 

a more lean and innovative system. The company uses a smart 

software app that has been created with the objective of allowing 

management and staff to communicate more frequently and 

meaningfully. 

14. Cargill 

Cargill, a global agricultural producer and distributor, has a 

performance management system that it calls ‘Everyday 

Performance Management’. 

This system includes effective two-way communication, giving 

regular feedback, and coaching. Even during the pandemic, Cargill 

was able to respond to business difficulties with significantly greater 

agility thanks to its daily performance management. In fact, Cargill 

has received recognition for its Everyday Performance Management, 

which represents an industry best practice. 
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The company also replaced its old document-heavy system with 

one that prioritized relationships between employees and managers. 

It emphasized on managers having frequent, on-the-job conversa- 

tions and giving regular, constructive feedback rather than only 

having performance ratings and annual review forms. 

15. Regeneron Pharmaceuticals 

Regeneron follows a performance management approach that is 

simple and straightforward. 

The company, in 2021, revamped its performance management 

process, and brought in a simplified rating scale with four points 

rather than 12 points. 

The company also follows the practice of having behavior-focused 

feedback, that drives employees to think about more than just their 

salary or compensation. 

16. STP 

PT Solusi Tunas Pratama Tbk. (STP), a leading telecom tower 

company in Indonesia, concentrates on continuous performance 

tracking. 

STP uses Dawinbox’s performance management module and follows 

the OKR model of assessment. With this, the company tracks 

employee performance on a monthly basis, ensuring the process is 

more dynamic and accurate. 

Learn more: How STP leveraged the power of OKRs with 

Darwinbox. 

https://explore.darwinbox.com/resources/stp-tower-success-story?hsLang=en
https://explore.darwinbox.com/resources/stp-tower-success-story?hsLang=en
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17. Netflix 

Netflix overhauled its performance management a few years ago, 

eliminating annual performance appraisals entirely. Netflix now 

uses a 360-degree evaluation system. 

Netflix’s performance management approach focuses on full 

transparency among employees, in that it has signed feedback as 

well as face-to-face 360 appraisals. One of Netflix’s popular 

processes is its unique 'stop, start or continue' template that 

emphasizes what a person should start, stop, and keep doing on a 

regular basis. 

Learn more: Read about 360-degree reviews/feedback. 

18. Amazon 

Amazon has a reputation for being a high-performing, high-risk 

company. It should come as no surprise that this extends to how 

they assess employee contributions. 

Amazon's feedback system is meant to push each employee to their 

limits. They conduct weekly or monthly business evaluations, during 

which each employee is held accountable for a variety of key 

performance indicators (KPIs). 

For performance reviews, Amazon combines stack ranking and 

continuous feedback methods. Continuous feedback is shared 

through Amazon’s ‘Anytime Feedback Tool’ that allows employees 

to anonymously praise or criticize colleagues. 

https://blog.darwinbox.com/360-degree-feedback


UNIT-2 
 

Amazon also holds organization-level reviews, in which top and 

bottom performers are reported to the board of managers to 

inform incentive and termination decisions – a process that closely 

resembles the typical stack rank structure. 

1 Volkswagen 

Volkswagen’s performance management approach is designed to 

encourage employee satisfaction and motivation through equitable 

opportunities and an appealing working environment. 

The company’s performance management strategy includes 

structured meetings where workers' progress toward fulfilling 

defined goals is assessed. During these sessions, group leaders, 

workers, and managers have the opportunity to share their 

thoughts, corrections, and guidance on how well people are doing 

in meeting their goals. 

Volkswagen also has modern people analytics set up to drive data- 

driven decisions when it comes to managing the performance of its 

employees. 

2. Uber 

Uber has introduced what it calls the "Top 3 Bottom 3 approach" 

for performance management. 

Employees are asked to name their top three attributes or 

strengths, as well as their bottom three areas for improvement. 

Goals are then derived from these responses and incorporated into 
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a system that employees, managers, and top executives can 

access. 

This approach focuses on development rather than previous 

behavior. Formal and frequent feedback is offered, and it is 

classified as either positive reinforcement or constructive advice. 

3. Reliance Capital 

Reliance Capital, a part of the Reliance Group from India, follows a 

performance management approach that strengthen its culture of 

meritocracy in the company. The system, that Reliance calls SOUL, 

focuses on the softer aspects of performance management, whereby 

the manager plays an active role in guiding, mentoring, and 

supporting teams to achieve breakthrough performance. 

 

Case Study: Corporate Governance at  

Tata Group 

Introduction 

Tata Group, one of India’s largest multinational conglomerates, has 

long been regarded as a benchmark for corporate governance. The 

company, established in 1868, has operations in over 100 

countries across industries including steel, automobiles, IT, and 

consumer goods. Tata’s corporate governance practices have played 

a crucial role in maintaining investor trust, ensuring sustainable 

growth, and balancing the interests of multiple stakeholders. 
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This case study examines Tata Group's corporate governance 

framework through the lens of key governance theories and its 

impact on corporate performance. 

 

Corporate Governance Framework at Tata 

Group 

1. Organizational Theories in Tata’s Governance 

a) Stewardship Theory 

 

 The Stewardship Theory suggests that managers act as stewards of the 

company and prioritize organizational success over personal gains. 

 Tata Group exemplifies this theory under the leadership of J.R.D. Tata 

and Ratan Tata, who emphasized ethical leadership, strategic expansion, 

and long-term growth. 

 Unlike companies driven purely by shareholder wealth maximization, 

Tata’s leaders focused on nation-building, employee welfare, and 

innovation. 

b) Resource-Based Theory 

 

 Tata Group’s governance aligns with the Resource-Based Theory, which 

states that competitive advantage comes from the effective utilization of 

unique resources. 

 The company has built strong capabilities in technology (TCS), steel 

manufacturing (Tata Steel), and automobile innovation (Tata Motors). 

 Strategic acquisitions like Jaguar Land Rover (JLR) and Corus Steel reflect 

the efficient use of financial and managerial resources. 

c) Institutional Theory 

 

 This theory emphasizes that companies adopt best governance practices 

due to external pressures (legal, societal, and regulatory). 
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 Tata Group has adopted governance reforms, increased transparency, and 

complied with global corporate governance standards due to international 

expansion and stakeholder expectations. 

 

2. Economic Theories and Tata Group 

a) Agency Theory 

 

 The Agency Theory highlights the conflict between shareholders (owners) 

and managers (agents). 

 To reduce agency costs, Tata has implemented independent board 

oversight, CEO succession planning, and performance-linked executive 

compensation. 

 The 2016 controversy involving Cyrus Mistry’s removal as Chairman 

showcased governance issues where Tata Sons’ board had to intervene to 

realign the group’s strategic direction. 

b) Finance Theory 

 

 This theory deals with capital allocation, financial discipline, and risk 

management. 

 Tata Group has maintained a prudent financial structure, evident in its 

low debt-to-equity ratio, strong credit ratings, and stable dividend policy. 

 Tata Sons, the holding company, ensures long-term financial stability by 

managing cross-company cash flows. 

c) Managerial Theory 

 

 The Managerial Theory suggests that managers should balance profit 

maximization with broader business objectives. 

 Tata’s social responsibility initiatives, sustainability policies, and ethical 

business conduct demonstrate a governance approach beyond pure profit- 

seeking. 

 

3. Stakeholder Theory and Tata’s Ethical Commitment 
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 Tata Group follows the Stakeholder Theory, which prioritizes the interests 

of employees, customers, communities, and investors. 

 Employee Welfare: Tata Steel was among the first in India to introduce 

employee benefits like pension schemes and medical facilities. 

 Community Development: Tata Trusts, which own a majority stake in 

Tata Sons, invest heavily in education, healthcare, and rural development. 

 Environmental Sustainability: Tata Motors has pioneered electric vehicle 

(EV) development in India, contributing to carbon footprint reduction. 

 

 

Corporate Performance and Governance 

Impact 

1. Financial Performance 

 Tata Group’s governance framework has enabled consistent revenue 

growth, international expansion, and investor confidence. 

 Tata Consultancy Services (TCS) is one of the world’s most valuable IT 

services companies, contributing significantly to group revenue. 

 Tata Steel and Tata Motors have achieved global competitiveness through 

governance-driven strategic planning. 

2. Reputation and Investor Confidence 

 Strong governance has led to high ESG (Environmental, Social, and 

Governance) ratings, attracting responsible investors. 

 Tata Group’s ethical business practices ensure long-term sustainability, 

despite market volatility. 

3. Resilience and Crisis Management 

 During crises like the 2008 financial crash and COVID-19 pandemic, 

Tata’s governance structure helped it navigate challenges through financial 

prudence and stakeholder engagement. 

 The Cyrus Mistry episode (2016) tested Tata’s governance, but the 

company reinforced its commitment to transparency and board 

independence. 
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Lessons and Key Takeaways 

1. Ethical Leadership Matters – Stewardship-oriented leadership enhances 

corporate reputation and long-term growth. 

2. Balancing Stakeholders is Key – Focusing on customers, employees, 

investors, and society leads to sustainable success. 

3. Strong Governance Ensures Stability – Effective board oversight and 

financial discipline protect against governance failures. 

Conclusion 

Tata Group’s corporate governance model serves as an exemplary 

framework for balancing profitability, ethical leadership, and 

stakeholder interests. Its alignment with governance theories 

highlights the importance of transparency, accountability, and 

strategic leadership in achieving superior corporate performance. 
 

Corporate Governance Theories 

1. What is Stewardship Theory, and how does it differ from Agency Theory 

in corporate governance? 

2. How does Resource-Based Theory influence corporate governance decisions 

in a company? 

3. Explain Institutional Theory in the context of corporate governance. How 

do external pressures shape governance structures? 

Economic Theories and Stakeholder Theory 

4. Discuss the role of Finance Theory in corporate governance. How does it 

impact financial decision-making within firms? 

Study: 

Here are seven questions based on the topics of Corporate 

Governance Theories, Corporate Performance, and a Case 
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5. What are the key principles of Stakeholder Theory, and how do they 

affect corporate governance policies? 

Corporate Governance and Corporate Performance 

6. How do strong corporate governance practices contribute to a company's 

financial and operational performance? 

Case Study-Based Question 

7. Using the Tata Group as an example, analyze how corporate governance 

frameworks influence business sustainability and stakeholder trust. 
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