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The critical success factors for an employee buy-out are:

Willing seller
This is likely to be due to:

-

+ 448

Retirement of owner;

Realisation of personal investment;
Divestment of business by parent company:
Business in distress:

Privatisation by government.

Effective employee team
Characterised by:

Management capability;
Strength in all areas of the operation:
Recognition of a leader;

Additional training:

Long term attitude

Financially viable proposition
A combination of:

N
-

Reasonable purchase price;
String and predictable cash flows.
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ABSTRACT
The article discusses about the Employee Buy Out business model adopted by Tatas on their exit from plantation business in their southern plantation operations in Munnar district of Kerala in India. Tata Tea had sold off 17 tea estates in southern India to the company formed by its employees named Kanan Devan Hills Plantation Company Pvt. Ltd.(KDHPCL). In sharp contrast to the situation in the tea industry experiencing closures affecting thousands of employees, KDHPCL with 13,000 employees could not only recover within a year the loss of $ 24 million run up by Tata Tea, but could also register a post tax surplus of $ 50,000 as on March 31st 2006. However, when Tata Tea went onto implement a similar model in the North Indian Plantation Operations, it met with considerable resistance. The article discusses about the crisis that was facing the tea industry in India, the role played by Tatas in the formation of the KDHPCL and the challenges faced by the employees of South Indian Plantation Operations in accomplishing this unique business model. It also critically reviews the factors that are essential for the success of Employee Buy Out, by enumerating the factors that led to the success of EBO in southern operation of Tatas and its failure in their northern operations. 
INTRODUCTION
In February 2007, Tata Tea, an INR 3500 crore beverages company, decided to divest a major portion of its shares in its North Indian Plantation Operation (NIPO) to a group of investors and its own employee co-operatives. To be called as Amalgamated Plantations Pvt. Ltd. (APPL), it would cover a vast portion of tea estates of 24,000 hectares in Assam and West Bengal. Retaining only 20% of its stake in the new company, the remaining was to be bought by Infrastructure Leasing and Financial Services (IL&FS), World Bank Funded – International Finance Corporation (IFC), Global Managed Services, a Mumbai based consultancy firm, Tata Investment Corporation and a few agribusiness companies. Employees were expected to own a stake in the range of 15-20% (Business Standard, 2007).  Detaching itself from plantation business directly, the company would focus only on marketing of its produce and enhancing of its brand image in tea business. Two years ago in 2005, the company had carried out a similar exercise in its South India Plantations leading to the birth of Kanan Devan Hills Plantations Company Pvt. Ltd (KDHPCL), a milestone in the history of tea plantation in India. 

India being one of the largest producers and exporters of tea in the world represents a unique model of plantation agriculture. A notable percentage of tea plantations are owned by big companies like HLL (Hindustan Lever Ltd, which is now HUL, Hindustan Unilever Ltd) and Tatas. HLL controls nearly 40% of packed tea market in India followed by Tatas with a market share of 21% (Goddard, 2005). Traditionally Indian tea has been rated as one of the best in the world and therefore was enjoying a good export market. But since last few years, the tea industry has been in a perilous position with excess of production, declining prices for its producers and severe competition from the rest of the world. The rising cost of production with falling prices is making these companies sell the plantations and exit from tea cropping activity. While HLL sold its tea plantations to some private companies, the Tatas in their South Indian Plantation Operations (SIPO) followed a unique model of selling the plantations to the employees of the company. The Tata Tea has sold off 17 tea estates in the South to the co-operatives formed by its employees named Kanan Devan Hills Plantation Company Pvt Ltd (KDHPCL). In sharp contrast to the situation that was brewing in the tea industry experiencing closures – affecting thousands of employees – the KDHPCL with 13,000 employees not only recovered within a year the loss of $ 24 million run up by Tata Tea, but could also register a post tax surplus of $ 50,000 as on March 31st 2006 (Devaraj, 2007).
With the above background, the article tries to meet the following objectives:

· To understand the crisis facing the Indian tea industry in India and analyze the reasons for its lost leadership position in world markets.
· To analyze the factors that led to the success of EBO model in the southern operations of Tata Tea in Munnar in India with the formation of the new company Kanan Devan Hills Plantations Company Ltd (KDHPCL).

· To identify the causes behind a similar EBO model facing resistance while being implemented in the Northern operations.
· To review and examine the factors needed for the success of EBO model through two contrasting experience experienced by the Tatas in implementing the EBO Model.
· Finally in understanding in what way has the EBO Model ensured corporate social responsibility of the company, Tata Tea and social transformation as a whole?

Tea in India 
Tea is one of the most popular beverages in the world. It is said that quantity of tea consumed in the world is next only to water. The most common of the tea plants has a scientific name Camellia Sinensis, an evergreen shrub, found in Southern China, North India, Myanmar and Cambodia (Hicks, 2001). Indian Assam tea is rated as one of the best teas in this species. The major tea producing countries are spread across in the continents of Asia, Africa and South America. The countries that produce tea are mostly developing economies with rich labour resources. China, India, Sri Lanka, Kenya, Turkey, Indonesia, Vietnam, Japan are some of the major producers of tea in the world (FAO, Statistical database, various years). Of these Sri Lanka, Kenya, China and India are the major exporters. Import demand is largely seen in Russian Federation, UK, USA, Pakistan, Japan, Saudi Arabia and Germany. World tea production has increased drastically since the mid-1990s. In 2006, the total production of tea in the world stood to around 3.6 million tons which had increased from 2.5 million tons in 1990 (FAO, Statistical database, various years).
India took a lot of pride for its tea cultivation mainly due to the fact that tea has been indigenous to India and tea industry has been a substantial contributor to the country’s GDP and its foreign exchange earning. It contributes to around 30% of global tea production. But since last few years India has lost the position of first rank in the production of tea to China and has followed Sri Lanka, Kenya and China obtaining the fourth position in terms of tea exports in the world (see Appendix I, II and III). The trends in the area, production and yield of tea in India reveal that there has been stagnation in tea production since the late nineties and exports have been falling which has been largely due to the crisis that has stuck the tea plantations in India (Appendix IV and V). Tea industry is highly labour intensive in nature which directly employs over one million workers and generates income for another 10 million people. 50% of the workforce is female. The total turnover of the tea industry is around INR 10,000 crore. Calcutta, Guwahati, Siliguri, Cochin, Coonoor, Coimbatore are some of the major auction centers for marketing of tea in India (Tea Board of India http://www.teauction.com/industry/indiantea.asp)
Crisis in Tea plantations in India 
In contrast to what prevailed in the initial days of the tea plantation industry that enjoyed a wide export market and a unique status in Indian agriculture, the tea plantations were stuck with severe crisis from the early 1990s.  At least 19 plantations in Kerala, 30 in West Bengal and 70 in Assam have downed their shutters. More than 60,000 workers lost their jobs and livelihoods of many more were threatened (Goddard, 2005).  For the tea workers, who are largely migrant laborers, few alternatives were left as means of livelihood. The cause for such a crisis cannot be attributed to one single factor.  Producer prices had dropped sharply (see Appendix VI). There was a decline in the global demand for tea, especially decline in demand for low quality tea in the world market. India’s exports in 2003 had fallen by 13% which was the lowest in the decade largely due to the weaker demand from the Russian Federation, UAE and the UK who are our major importers (FAO, Committee on Commodity Problems, 2005).  As revealed by the management of Tata Tea, tea cultivation being highly labour intensive, the situation worsened for plantation owners with the increasing labour costs. Competition from other countries in terms of tea production has been on the rise. The world tea production had reached a record high of 3.2 million tons in 2004. The expansion of tea production was due mainly to the increases recorded in Turkey, China, Kenya, Malawi, Sri Lanka and Indonesia. (FAO, Committee on Commodity problems, 2005). As seen in Appendix III exports from China, Kenya and Srilanka has been growing drastically taking over the exports from India since the early nineties. The lower prices for Indian tea is attributed largely to the ageing tea bushes in estates and also due to the lower prices fetched by CTC tea. (CTC refers to cut, tear and curl, a method of manufacturing black tea in India, whereby the tea leaves are machine chopped into uniform and small pieces). Small plantation growers are more comfortable producing the CTC types, as domestic consumption is certain even if price realisation is lower. India is a CTC consumption country whereas the world prefers the orthodox variety. The higher age of tea plants in India vis-à-vis those in some of the tea producing countries has affected the quality and yield in the plantations. Analysis from the demand side reveals that there is a shift in the composition of demand for tea in developed countries.  The increased use of tea bags and soluble instant tea effectively reduced the quantity of tea leaves needed per cup (TED Case studies, Indian Tea and Environment, 1997).
Since much of tea whole-selling is done through auctions, the fall in the auction prices has severely affected the producers (see Appendix VI).  The estate owners seem to have exploited the situation by replacing permanent workers with casual laborers denying the legal entitlements even to do with housing and healthcare facilities to its workers (Goddard, 2005). In 2006, HLL transferred the entire tea plantation business in Assam and Tamil Nadu to wholly owned subsidiaries. HLL’s Doom Dooma division consists of seven tea estates spreading to around 31,000 hectares of plantations. Doom Dooma made an operating loss of INR 6.7 crores in 2002, INR 21.9 crores in 2003 and INR 7.6 crores in 2004 (domain-b.com, 2006).  It is in order to focus on the brand building and to breakout from the crisis facing the industry, these companies decided to walk out of the plantations business. 

But in sharp contrast to the falling producer prices in the tea plantations, the tea companies were reaping sufficient profits with the increasing retail prices (Appendix VI). From INR 86 per kg in 1999, the retail price for medium grade tea in India has increased to INR 119 per kg in 2002. Tata tea had recorded healthy profit margins in the last two years owing to improved realization on garden tea and strong performance of its branded tea operations. As companies’ management reveal, tea business in India has a good margin profile which offers enough scope for value addition and differentiation through packaging (Goddard, 2005). This finally led Tatas to exit the plantation business and concentrate only on retail sales.

The Tata Group 
The Tata Group consists of 96 operating companies in the sectors of information systems and communication, engineering materials, services, energy, consumer products and chemicals. It is one of the oldest of the Indian companies established in the second half of the 19th century in pre-independent India. Jamshetji Tata, its founding father had the objective of nation building through aligning business opportunities. The importance of this company to India’s economic performance is reflected through its revenue of $ 21.9 billion (in the year 2005-2006) and a market capitalisation of $ 52.3 billion. The Tata Group companies employ nearly 2,50,000 people and have operations in more than 54 countries across six continents. Integrity, understanding, excellence, unity and responsibility are studded as core values of the company (Tata Group profile, www.tata.com)
History of Tata Tea 
In the year 1964, the Tatas in collaboration with the UK based James Finlay and company, established Tata Finlay. Tata Tea in its real sense originated in the year 1983, when James Finlay sold their shares completely to Tatas. The Tata Tea Group of Companies consisting of Tata Tea and Tetley Group – which were merged in the year 2000 with Tatas – is the second largest branded tea operator, spread across 40 countries. The Tetley Group has been contributing around 2/3rds of the total turnover of Tata Tea Ltd. Their head quarter is located in the city of Kolkata in India (History of Tata Tea http://www.tatatea.com/history.htm).
Branded black tea and Plantation bulk tea are its two products in the domestic market.  Tata Tea, Tetley, Kanan Devan, Chakra Gold and Gemini are their five brands dominating Indian market. Their distribution network caters to around 1.7 million retail outlets in the country and the brand is accorded ‘Super Brand’ recognition in India. Their instant tea, which is manufactured in its 100% export oriented unit in Munnar in Kerala, is largely targeted for its western export market – bestowed with a special flavor of liquor. Tata Tetley together offer special products such as round tea bags, string and tag tea bags and packet tea. The company has received ISO9002 recognition for quality assurance. The market for its instant tea is spread across East Europe, CIS, Middle East, Australia and South Africa (http://www.tata.com/tata_tetley/index.htm).
Tata Tea Inc. was setup in the US to meet the special requirements of health conscious consumers. It reprocesses the tea manufactured in India, in its factory in Florida, by altering physical parameters like density of the product and the size of the particle and blending with other food ingredients. Tata Tea, through Tata Tea Great Britain which is a 100% subsidiary of Tata Tea in UK had acquired four companies in the recent past – Jockels Tea Packers from South Africa in September 2006, JEMCA of Czech Republic in May 2006, Good Earth Corporation and Fmali Herb Inc. of US in October 2005. The company is also exploiting the opportunities in the neighboring country for expansion of the markets. Very recently in May 2007, the company has signed a joint venture agreement with Zhejiang Tea Import and Export company (ZTIE) in China to set up a company in the economic development zone of Anji county which is one of the largest tea growing areas in China (www.tata.com/tata_tea-inc/index.htm). 

Tea Plantations of Tatas 
The tea estates of Tatas in the North through their North Indian Plantations Operations (NIPO) are spread over the states of West Bengal and Assam. In West Bengal, the plantations are located in the Dooars plateau to the south of Siliguri town. Batabari, Dam Dim, Nowera Nuddy and Rungamuttee are four estates in this region. Nearly 21 estates in Assam are scattered over the Brahmaputra valley and are classified as Upper Assam, North Bank and South Bank estates. Most of these tea estates are located in the slopes, ideal for tea cultivation (North Indian Plantations Operation, http://www.tatatea.com/nipd.htm).
Their plantations in the south called the South Indian Plantation Operations (SIPO) are spread in the Western Ghat regions, the major ones located in the Idukki district in Kerala known as the Kannan Devan Hills. These are clustered around the town of Munnar; a charming tourist destination situated 1300 to 1900m above the sea level (South Indian Plantation Operation”, http://www.tatatea.com/sipd.htm).
The Employee Buy Out and the Formation of KDHPCL
As told by a management staff of Tata Tea, South Indian tea especially, was of poor quality and fetched much lower prices as compared to the varieties of tea grown in north and the northeast. More than 90% of the staff was permanent in the estate and the staff cost accounted for more than one fifth of total operating cost in the financial year 2004. With tea plantation becoming a non-viable activity, it was necessary for the Tatas to exit the plantation business and focus on branded tea business.  The plantations – contributing close to 80% of the company’s business 20 years ago – was contributing only to the extent of 15% in the year 2004 (Punnathara, 2005).  The exit plan was chalked out in the SIPO office in Munnar, and as a beginning, three options were placed before the stakeholders – 1) to handover the plantations to the government, 2) to sell the estates to the private party, or 3) to come up with a new and sustainable business model (Varghese, 2005).  The third option was preferred over the other two by the Tatas and the management of SIPO thought of a unique Employee Buy Out (EBO) model where employees themselves became partly the owners of the company. In April 2005, the Kanan Devan Hills Plantations Company Pvt. Ltd was born. The Tatas claimed that this model was a dream come true for them, as they could exit the operations without compromising their core values based on an egalitarian society and a sustainable environment. They also considered this to be a part of their CSR measures (Tata Tea, CSR Report, 2005-06). 
A business plan was formulated for running it for the next 10 years. About 12,441 employees now became the shareholders in KDHPCL holding approximately 68% of the equity stake, 19% was held by Tata Tea, 7% by the trust formed for the purpose and the remaining small percentage by other parties (Varghese, 2005). 14 tea estates spread over 57,000 hectares in the Munnar Hills in Kerala was transferred to the new company. The company was to have an authorized capital of INR 15 Crore of which INR 10 crore was paid up capital. ICICI Bank extended the loan facilities to the workers to participate in the subscription process. Each worker of the Tata Tea was entitled for 300 shares of the newly formed company.  The issue raised INR 9.04 crores against a target of INR 8 crores. The terms and conditions were such that all properties on the land including the processing units were to be transferred to the new company. However, the instant tea factory which has a capacity to produce two lakh tones a year, was retained by Tata Tea. However, the brand ‘Kanan Devan’ which is one of the popular tea brands of Tata tea was retained by the Tatas (Vargehse, 2005).
The new company would be free to auction its teas to any prospective buyer. Tata Tea could also source the commodity from KDHPCL. As told by the Managing Director of KDHPCL, by taking over the plantations from the Tatas, the overhead costs would drop by INR 8 per kg as the new company would not need to maintain Tata Tea’s high cost offices in Kolkata and Kochi. What was attractive was that the new company unlike previously had the flexibility to go beyond tea to augment revenues. It could make use of land for organic cultivation of tea and other crops including floriculture, horticulture and medicinal herbs and shrubs, which was a totally new agricultural business model (www.tatawestside.com).
The process of transfer of powers to new company was smoothened through timely execution of some of the well thought out plans of Tatas. It extended voluntary retirement schemes to its employees for the sake of handing over the right size of employees. Nearly 3,500 employees constituting 20% of the workforce opted for the Voluntary Retirement Scheme (VRS) (Varghese, 2005). Secondly, the company retained all the existing social welfare projects in the region like its welfare unit, schools and hospitals. Finally, Tatas retaining 19% of equity in the new company provided a sense of security and a boost to the morale of employees who were venturing into a challenging task. 
Management of KDHPCL: Bottom up as against Top down 
The new company was unique in its model with the characteristic features of both a co-operative and a corporate entity. The formation of Board of Directors was highly representative in nature with due representation of workers and staff in the board along with two independent directors. This seems to be a radical shift from the past where the management of tea plantations witnessed hierarchical top down approach. What gave KDHPCL a truly participatory nature were facts like 68 per cent of its shares held by nearly 12,441 employees of the new company, a workers' representative and a staff representative on the board of directors, and several advisory and consultative participatory management committees – comprising a cross section of employees – at every level of the estate, factory management, and company level (Domian-b.com, 2006). One of the board members of KDHPCL is 37-year-old Chandra who has been plucking tea for the last 10 years. She said, “The very feeling that I am working for my own company gives me satisfaction. It makes all of us happy,” (Bhattacharjee, 2006).
Most of the estates, under the Tatas, had been run by two estate managers, in charge of hundreds of acres of land, being appointed by Tata Tea and held responsible under them. But under KDHPCL, the management plan was bottom up diverting from the traditional top down management. There is a Divisional Advisory Committee to advise on administrative, welfare and safety aspects. Two men and two women, elected from among the shareholders, represented the workers in the Committee. A field staff was also nominated to the Committee, which was chaired by either the Management Assistant or the Assistant Manager. Weekly meetings were arranged to discuss the day to day functioning of the estates relating to labor, raw materials, machinery, etc.  Similarly, there would be an Advisory Committee at factory level with a Manager, Assistant manager and Management assistant with representatives from the shareholder employees. 

The Division and Factory Advisory Committees (DAC/FAC) were to coordinate with Joint Estate Factory Consultative Committees. The representatives of DAC/FAC will be nominated to these committees of which the estate/factory manager was the convenor. These committees were to hold monthly meetings to advice on various aspects relating to the estates/factory. These two consultative committees would report to the Central Management Committee (CMC) which would comprise of Directors representing the workers/supervisors/non staff/staff and heads of key departments like sales, tea production, IR, finance and non-tea production. The convenor of the CMC was to be the Managing director. The CMC met once in a quarter to study operational results and advise on the overall performance of the company(Varghese, 2005). 
EBO Model: Critical Success Factors 
To put it in simple words an Employee Buy Out (EBO) is a transaction in which the employees of a business join with the financing institutions to buy the business from its present owners. The creation of an employee ownership plan is viewed as a catalyst enabling a sociotechnical change process (Bartkus 1997). There are different types of employee buyouts which provides flexibility for the business depending on the situations. The two main structures of employee buyouts are Co-operatives and Employee Share Ownership Plans (ESOPs) (Jenson and Hayden, 2006). Co-operatives are more democratic in nature and they depend on one member-one vote principle. Liability of members is limited. An ESOP on the other hand enables not only the employees to own shares but it also functions as an important financing vehicle for the company. The flexibility of ESOP lies with the fact that employees can collectively own the shares anywhere from 1% to 100% of the company. Generally, ESOP is made operational through a trust. The trust borrows money from a lender to buy an interest in the company. The ESOP trust repays the loan from contributions made into the trust by the ESOP Company. As the loan in repaid shares may be released by the lender in which case they would be allocated to employees. This kind of ESOP transactions is generally accomplished out of future business earnings rather than out of employee’s current savings. The EBO model adopted by the Tatas typically follows an ESOP model. A trust was created for the purpose of transfer of ownership and the lending was carried out by the ICICI bank enabling the employees to buy the shares. 
There are many reasons cited for the occurrence of an employee buy out in organizations. 
According to Ben-Ner and Jun (1996) employees may attempt to overcome their informational handicap regarding firm’s profitability by making simultaneous offers on wages and a purchase price for the firm. Owners of relatively unprofitable firms will tend to sell out for low prices instead of paying high wages whereas owners of profitable firms will prefer to pay high wages over receiving low firm prices. The profitability of employee buyout decreases with the employee’s outside options and increases with owner’s outside options. In some countries like US and England law gives beneficial tax treatment to the allocation of stock to employees through Employee Share Ownership Plans (ESOPs). This may make the sale of firms to employees more rewarding than sale to other parties. The difficulty of finding buyers for small businesses in small localities and the desire of some retiring owners to have their business remain in the locality in which they operated for many years may also lead to sellout to employees. (Ben-Ner and Jun, 1996)
The arguments put forth in favour of an EBO model are: 

· Since the employees have a share in the company’s success, an EBO keeps the motivation level of employees high

· When selling the business for the party becomes inevitable, then the EBO ensures that the workforce and the status quo of the company is maintained eliminating the uncertainty arising from selling to an outside party

· An employee buy out is attractive since it spreads the wealth across a larger number of people

· It may raise more equity which results in transactions being less dependent on external debt financing.

A willing seller, an effective employee team and capable management and a financially viable proposition are critical factors that are attributed for the success of an EBO model. [Exhibit - I]. (Jenson and Hayden, 2006).
Exhibit –I Critical Success Factors for an EBO Model
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Source: Jenson and Hayden, 2006,  “Employee Buyouts”, http://www.mercury.org.au/PDFs/Employee%20Buyouts%20020306.pdf
EBO at KDHPCL: A Win - Win Situation?
It was a well thought out plan for the Tatas to exit the tea plantations business in the southern Indian state of Kerala. As discussed before it was much more profitable for the Tatas to exit the plantation business and focus on their branded tea. The Tatas as they claim in their SCR Report 2005-06 however, made sure that their exit from plantations would not hinder the security of the employees who were earning their livelihood working in those plantations for a long period of time. The Tatas expressed that it was a dream come true for them. By facilitating the formation of KDHPCL, the company claims to have ensured the long-term economic sustainability and better living condition for its workers which it treats as a part of CRS measures (Tata Tea, CSR Report, 2005-06). 
The new company’s annual reports in 2006 revealed a post tax surplus of Rs 2.37 crore and the company had declared a dividend of 14% on the very first year of operations (Varghese, 2005). The average productivity of the company which was about 28-30 Kg under the Tata Tea had gone up to 46 Kg under the KDHPCL. The company had also received the biggest export order of 35 million Kg worth of INR 21 crores from four countries such as Kenya, UK, Iran and the US. The export order the year before was only 6 lakh Kg. (Kumar, 2006).  The Company has started replantation operations since some of the tea bushes are more than 80 years old. 2% of replantation is planned to be carried out every year and the company would be receiving subsidy to the extent of 25% of the total cost from the Tea Board of India (Kumar, 2006). The company also has been recipient of many awards for its tea quality like the Golden Leaf India Award held in Coonoor and Dubai in 2005 and 2006. According to the Managing director of the company, KDHPCL is the first and the only tea company in the world owned and run by the workers with a unique and an exciting management model. 

The EBO model through the creation of KDHPCL benefited the employees too. There has been a substantial increase in the motivation level of employee turned owners. The private incentive that the EBO model has created to the employee turned owners has a significant positive impact on the performance and the productivity of the plantations. As revealed by the employee turned owners of the new company, the very feeling of working for their own company gives them immense satisfaction. The increase in revenue can also be due to the unique agribusiness model adopted by KDHPCL diversifying the production to non-tea crops which fetched the company a substantial amount of revenue. The company could make use of land for organic cultivation of tea and other crops including floriculture, horticulture and medicinal herbs and shrubs, which was a totally new agricultural business model.  Measures are taken to ensure that the company runs on sustainable grounds. The diversification of land to non-tea revenue sources and the replantation effort undertaken by the company to replant the tea bushes in rotation reflects on their futuristic business plan. 

EBO as a CSR Measure of the Tatas
Tata Tea in its CSR Report 2005-2006 highlights the sustainable Employee Buy Out business model adopted by it. One of the definitions of corporate responsibility states,  “CSR entails the obligation stemming from the implicit “social contract” between business and society for firms to be responsive to society’s long-run needs and wants, optimizing the positive effects and minimizing the negative effects of the actions on society”(Lantos, 2001). The EBO model in itself ensures factors like economic, social and environmental sustainability by protecting the employment of the employees, ensuring a status quo with respect to their geographical working environment.(Jenson and Heydon, 2006) Thus, the formation of an EBO can be one of the strong means to ensure Corporate Social Responsibility. 

The CSR measures adopted by the Tatas since many years support the testimony that Tatas have a larger concern to the society and the environment. For improving the weaker sections of the plantation workers, the Tatas have proved themselves to be responsible to run many organisations and welfare projects in the areas surrounding the plantations. Sristi, their welfare complex for handicapped children and youth situated in Vallatanni estate in South India got the prestigious FICCI award in 1997-1998(www.tatatea.com/welfare_sipd.htm.). Their general hospital, set up in 1942, is one of the best-equipped hospitals in the country with a dedicated medical staff. Their other welfare projects in the south include a community development and social welfare scheme and the High Range School imparting education with the CBSE syllabus to the children of the employees to keep them on par with the urban education. (CBSE refers to Central Board of Secondary education which was set up for monitoring secondary education by the Ministry of Human Resource Development, Government of India.) 
For the conservation of the environment, the company provides financial support to the High Range Wildlife and Environment Preservation Association which is involved in the conservation of the endangered Nilgiri tahrs which is an endangered mountain goat and sponsors nature awareness programmes. Similarly, in their northern operations, the Referral Hospital and Research Centre in Assam (a northeastern state in India) has 20-odd estate hospitals made accessible to the rural community. Outreach medical programme in Darrang District in Assam set up in 1993 functions with mobile health clinics and their lifeline express was the first hospital on rails which ran in collaboration with the Ratan Tata Trust in 1995. The Kaziranga trust with the code name operation Kaziranga which was initiated to save the endangered horned rhinoceros is a testimony to the Tatas’ concern for environment (www.tatatea.com/welfare_nipd.htm).   The company is in the process of implementing SA8000 standard (SA 8000 is a comprehensive, global, verifiable standard for auditing and certifying compliance with corporate responsibility) by end of 2008 (Tata Tea CSR Report, 2005-06).  So, given the history of CSR measures of the Tatas we can support the claim that the EBO model supported by the Tatas was also an expression of concern towards the societal responsibility. 

EBO: A Suitable Model for NIPO?
With the same intention of quitting the not so profitable plantation business as they did in the SIPO, the Tatas decided to restructure their North Indian Plantation Operations (NIPO) into a new company. The new company was to be called the Amalgamated Plantations Pvt. Ltd. (APPL). It would comprise of 20 tea estates in Assam and four in West Bengal. Tatas were to retain 20% stake in the new company, IFC and ILFS 20% each and the remaining 40 were to be shared by Global Managed Services, Tata Investment Corporation and the plantation workers who were expected to have a stake of 15-20%. The process of transformation was to be completed by April 2007. (Business Standard, 2007). The Vice president of NIPO, Dipankar Borah who was to be the executive director of the new company claimed, “The move is based on our belief that our unique business model involving partial employee ownership and participation compiled with revenue streams beyond tea will enhance long term sustainability and trigger social transformation across the area where tea estates are located” (Tribune India, 2007). Employees were encouraged to subscribe to the shares of the new company and interest free loans were arranged for them.  But, to the company’s surprise, the plantation trade unions opposed the move. The larger question that faces here is why the EBO model did not suit the tea plantation operations of the North in spite of having the success story of KDHPCL of the South. 

Information gathered from different sources substantiates two probable reasons. On analyzing the reasons for the failure of the model in the northern operations of the Tatas, one can conclude that many critical factors needed for the success of the EBO model were lacking in the stakeholders of the northern operation. First and the foremost factor was that there was no strong willingness to buy among the employees of the plantations in the north for the fear that they would be pushed out of the purview of the Plantation Labour Act if they became shareholders of the new company. The employees preferred to be “secured employees than ‘challenging entrepreneurs’ aiming at long term benefits. Secondly, it was inappropriate on the part of the management of Tatas to offer only 15% stake to the employees of NIPO in the new company APPL unlike in the south were the employees held more than 60% of the share enjoying a larger say. The other private parties like the ILFS, IFC, and GMS were to hold the major portion of the equities who were all strangers to the employees lacking the effective employee team to make EBO successful. 

However, with the developments, the Tatas sought the cooperation of Assam Chah Karmachari Sangha and the Assam Chah Mazdoor Sangha, the two trade unions in the north Indian plantations, not to mislead the workers of NIPO on the issue of equity participation, saying that the service conditions of the workers would remain unchanged under the new arrangement (The Hindu, 2007). With an intention of evolving a participatory model for the employees, the Tatas assured through a letter written to four major unions in West Bengal that the new company will honour existing wages, rations and other welfare provisions. At a press conference, Tata Tea Managing Director, Percy Siganporia said that the company had begun to receive positive responses from the Assam workers. The proposed recast involved 20,000 workers in Assam and 10,000 in West Bengal besides 850 staff and 156 management personnel (The Hindu, 2007).
CONCLUSIONS
The article discusses about the EBO Model adopted by the Tatas on their exit from plantation business in the Southern operations and later in their northern operations in India leading to a contrasting experience in the south and the north. Tata tea had sold off 17 tea estates in the south to the company formed by its employees named Kanan Devan Hills Plantation Company Pvt. Ltd. In sharp contrast to the situation that was brewing in the tea industry experiencing closures affecting thousands of employees, KDHPCL with 13,000 employees could not only recover within a year the loss of $ 24 million run up by Tata Tea, but could also register a post tax surplus of $ 50,000 as on march 31st 2006. All factors required for the success of an EBO model like the willing buyer and a seller, a capable employee team, a financial viable proposition were present in the southern operations of the Tatas which led to the success of the EBO model in the south. However, when Tata Tea went on the implement a similar model in the North India plantations operations, it met with considerable resistance from the employees of the north. On analyzing the reasons for the failure of this model in the north, one can conclude that many critical factors for the functioning of an EBO were totally missing. There was no willingness to buy on the part of the employees and there was the absence of a capable employee team. Looking at the other side, it was also inappropriate on the part of the Tatas to invite outsiders like IFS, ILFS and GMS to hold a larger share and offer only 15% share to the employees. Therefore, one can be apprehensive on the question as to even if APPL is formed would it function on similar lines to that of KDHPCL. 
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                                                Appendix II


          Major Exporters of Tea in the World (in 2004)


Country�
Quantity (Mt)�
Value      (000 US$)�
Unit Value (US$)�
�
Sri Lanka�
298909�
732521�
2451�
�
Kenya�
284309�
463726�
1631�
�
China�
280193�
436845�
1559�
�
India�
174728�
377742�
2162�
�
United Kingdom�
28528�
259008�
9079�
�
Germany�
21646�
131929�
6095�
�
Indonesia�
98572�
116018�
1177�
�
Viet Nam�
99400�
95550�
961�
�
Belgium�
6049�
49016�
8103�
�
UAE�
14722�
43246�
2938�
�
France�
3131�
42186�
13474�
�
Argentina�
67819�
40512�
597�
�
Malawi�
32672�
39360�
1205�
�
Uganda�
36856�
37256�
1011�
�
Netherlands�
12649�
36752�
2906�
�
  Source: http://faostat.fao.org/site/534/default.aspx





Appendix III


 Export trend in some of the major exporters of Tea in the World


�


Source: Compiled from http://faostat.fao.org/site/534/default.aspx 





                                                              Appendix IV


Trend in the Yield of Tea in India �


  Compiled by the author from http://faostat.fao.org/site/340/default.asp
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Trend in the Area and Production of Tea in India


�


                Compiled by the author from http://faostat.fao.org/site/340/default.aspx





                                                              Appendix I


        Tea Production in Major Tea Producing Countries in the World 


                                                                                           (in year 2005)


�
in 1000$�
in MT�
�
China�
995,909�
940,500�
�
India�
899,241�
830,700�
�
Sri Lanka�
333,510�
308,090�
�
Kenya�
319,340�
295,000�
�
Turkey�
218,667�
202,000�
�
Indonesia�
185,553�
171,410�
�
Viet Nam�
119,076�
110,000�
�
Japan�
108,251�
100,000�
�
Argentina�
69,281�
64,000�
�
Bangladesh�
60,217�
55,627�
�
Iran�
56,291�
52,000�
�
Malawi�
54,126�
50,000�
�
Uganda�
38,970�
36,000�
�
Tanzania, United Rep of�
27,604�
25,500�
�
Myanmar�
27,063�
25,000�
�
Georgia�
25,980�
24,000�
�
Zimbabwe�
23,815�
22,000�
�
Rwanda�
16,238�
15,000�
�
Nepal�
13,531�
12,500�
�
South Africa�
11,908�
11,000�
�
Source: //www.fao.org/es/ess/top/commodity.html?lang=en&item=667&year=2005
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