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Glass ceiling in corporate Europe
VIDYA RAM

쑺 EUROSCOPE

쑺In Norway, quotas for women at
the board level
seem to have had
the desired effect.
But the rest of
Europe has some
way to go.

E

lin Hurvenes, like
many in the Norwegian business community, was initially
sceptical about her country’s
plans, first announced in 2002,
to introduce a quotas law requiring at least 40 per cent of
board members of a company
to be women. Then she heard
the chairman of a leading Norwegian company insisting that
given time — a 100 years or so
— there was likely to be as
many women as men on corporate boards, so what was all the
fuss about?
“I realised this sort of attitude was very much prevailing
amongst the people who influenced board appointments
and without tough medicine it
would indeed be 100 years before we saw gender balanced
boards in Norway,” recalls
Hurvenes, who has since
founded the Professional
Boards Forum (PBF), a body
that raises the visibility of
women candidates for boards
by bringing experienced business women in contact with
chairpersons — begun in Norway but now extended to other
parts of Europe.
Since the introduction of
the quota law, passed in 2005
and effective since 2008, the
situation has changed dramatically in Norway: Between
2002 and the present day, the
percentage of women on
boards has risen from around 6
to 44. Even allowing for the
work of organisations such as
PBF that help firms expand
their network beyond the usual suspects, such a change
would never have happened

Stage set for fuel price hike

gender diversity on boards and
those without, actually widened since the financial crisis of
2008.
Further, argues Siri Terjesen of Indiana University, past
research has shown the impact
of women on boards goes beyond just share price and operational
performance
to
positives such as greater governance controls, and accountability, and better recruitment
and retention of women
through the organisation.
It could be argued that more
than those economic arguments it is these latter ones —
especially the impact on women within the company and at
executive levels — that are particularly important in shaping
the diversity on boards debate.
The European Commission has drawn up a proposal for 40 per cent quotas for women on
company boards by 2020. — Reuters

without a quota, Hurvenes
argues.
“It is now business as usual…and it did not have the disastrous effects that some
predicted, like foreign investors leaving the Oslo Stock Exchange, bankruptcies,” she
says. “It was a law they did not
welcome but took in their
stride and they found the qualified women they initially said
did not exist.”
EFFECT OF QUOTAS

Norway’s dramatic transformation hasn’t been mirrored
elsewhere in Europe: though
quotas of some form (such as
France or Belgium), or corporate governance codes that
promote gender diversity
(Sweden or Germany), exist in
some parts, much of Europe
lags well behind.
According to recent data by
the European Commission,
which launched a public consultation on quotas earlier this
year, just one in seven members of boards in the EU is a
woman.
A separate 2011 report by
Heidrick & Struggles examined the situation across different countries and found the
norm differed widely: while
Finland’s was in the region of
25 per cent, and Sweden just
below 30 per cent, in Germany
the figure was around 13 per
cent. And even in Spain where
legislation has set a penaltyless quota of 40 per cent, the
figure is just 9 per cent.

In Britain, where women
comprise 15 per cent of the
boards of FTSE 100 companies, the situation varies widely between firms: only 50 per
cent of firms on that index
have more than one women on
their board and there are eleven (Vedanta Resources and Essar Energy included) that are
all male, according to research
conducted by the Cranfield
School of Management.
The European Commission’s gentle nudges have so
far proved ineffective. A voluntary programme to enlist
firms to commit to 30 per cent
of women on boards by 2015,
and 40 per cent by 2020 has
had just 24 subscribers.
In that context it is perhaps
unsurprising that Viviane Reding, the region’s Justice Commissioner,
is
mulling
mandatory measures to push
things along at an EU level.
The Commission is drawing
up proposals that would require firms listed on European
exchanges with over 50 million euros (Rs 350 crore) in
revenues or more than 250
staff, to ensure that at least 40
per cent of their non-executive
board members were women
by 2020, according to the Financial Times, which saw a
leaked copy of the report (the
Commission itself maintains
that no concrete plans exist as
of yet and that any proposals
are in draft form).
The prospect of an EU-imposed quota has raised the

hackles of some member states
and business organisations
that have trotted out the oftused arguments: the virtues of
self-regulation and the risk of
quotas leading to less qualified,
less
experienced
candidates.
PERFORMANCE EFFECT

Interestingly, Norway’s experience would suggest that this
is unfounded (and indeed why
would firms run the risk of less
qualified candidates?). One
study conducted by the National Statistical Bureau found
that women who were hired
by boards tended to have more
experience than their male
counterparts, and that the skill
level of boards rose as the
number of women did.
Other studies, not specifically on Norway, have noted a
positive correlation between
the proportion of women on a
company’s governing body
and its performance as well as
other factors.
One conducted by McKinsey on listed firms in six European and the BRIC countries
back in 2010 found precisely
such a correlation, through its
analysis of the firms that fell
into the top quartile of those
with women on boards,
against those that were all
male.
A separate study earlier this
year by the Credit Suisse Research Institute found that the
divide in performance between those firms with greater
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EXTENT OF UNDER-RECOVERY

The Budget had provided Rs 43,600 crore to compensate the
three public sector oil marketing companies (OMC) — Indian Oil,
Hindustan Petroleum and Bharat Petroleum — for selling diesel,
domestic LPG and PDS kerosene at below their realisable market
prices. But out of this, Rs 38,500 crore was given to cover their
under-recoveries for the last quarter of 2011-12.
That leaves slightly over Rs 5,000
crore for this fiscal — when the underrecoveries, to be compensated by the
Government, amounted to Rs 32,000
crore for the first quarter ended June
alone.
By the end of this fiscal, the OMCs
would have incurred an under-recovery
on diesel of Rs 19.26 a litre, on kerosene
Rs 34.34 a litre and on LPG Rs 347 a
cylinder. With this, the projected underrecoveries for the three OMCs are Rs
1,92,951 crore this fiscal – or little more
than Rs 525 crore daily.
Further, these amounts pertain only
to the three products technically under
price control. In the case of petrol, there
is no provision for subsidy from the
exchequer, as the OMCs are ostensibly
‘free’ to fix prices.
But they cannot in reality, which is
why the under-recoveries even for
petrol worked out to Rs 2,100 crore
during April-June 2012.

LEGISLATION IMPACT

While the high levels of women on boards in Norway hasn’t
yet resulted in such tangible
change — and this includes
women in executive positions,
which remain stubbornly low
across Europe (though one
could argue four years is
scarcely enough time to bring
about wholesale change) — it is
having other interesting
repercussions.
Marit Hoel, who runs the
Oslo-based Centre for Corporate Diversity, conducted research on private firms that
identified a statistically significant increase in the number of
women on their boards since
the introduction of the quota,
even though such firms weren’t covered by the legislation
— a phenomenon she attributes to the tendency often to
follow such market trends and
mirror the listed sector.
No one could argue that
quotas for boards are some
kind of panacea for gender inequality in the work place:
they’re only going to be a part
of the solution.
But what the current situation across Europe and elsewhere points to is that a lack of
proper representation of
women on board rooms remains a persistent problem
even in countries where women have achieved gender
equality in several areas of
public life; without the prospect of penalties to prod companies in the right direction, it
is unlikely to change much any
time soon.

PRICE RISE UNAVOIDABLE?
An increase in
cooking gas
prices is on the
cards. —
M. Periasamy

(blfeedback@thehindu.co.in)

The man who empowered through milk
HARISH
DAMODARAN

쑺 The rural producer was central
to Verghese
Kurien’s business
model.

T

Harish Damodaran

here was nobody
more unsuitable to
have earned the sobriquet ‘Milkman
from Anand’.
Verghese Kurien — who
passed away in the early hours
of Sunday aged 90 — was a
Syrian Christian from Kerala,
who, before landing for the
first time in Anand on an early
May morning of 1949, knew it
just as a place “somewhere
near Bombay”.
That Anand was almost 500
km away from Mumbai was
something he discovered only
after reaching there as a 27year-old, to work as superintendent of a run-down government creamery on a
monthly salary of Rs 275.
Moreover, the man who endeared himself to Gujarat’s
farmers and created a brand
called ‘Amul’ for the milk they
produced, never spoke Gujarati (though he once told me
that he fully understood the
language; not speaking it was
a deliberate strategy he employed to know what others
were saying without their realising it).
Also, as someone who was a
self-proclaimed atheist, a
meat-eater and not particularly averse to alcohol, there
couldn’t have been anybody
more removed from the puritan Vaishnav-Jain traditions
of Gujarat.
MILKY CONTRASTS

And the biggest incongruity of
CM
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Verghese Kurien — November 26, 1921-September 9, 2012

them all was the fact that milk
was never Kurien’s favourite
food; he actually quite disliked it.
Nor did he choose dairying
as a profession; it was dairying
that chose him and made him
the greatest CEO India has
seen, and will possibly ever
see.
Kurien was originally a mechanical engineer from Chennai’s Guindy College of
Engineering, who in the early
1940s worked with Tata Steel
or TISCO as it used to be.
He left the job only because
TISCO was being headed by a
maternal granduncle, John
Mathai, who later also became India’s Finance Minister.
Being known as the grandnephew of TISCO’s top boss
was rather stifling for a young,
independent-minded man.

changed his life: Tribhuvandas Kishibhai Patel.
The latter had, in late 1946,
organised a cooperative for
marketing the milk of farmers
in Kheda district, who were
being fleeced by the lone Polson Dairy promoted by a Parsi
businessman, Pestonji Edulji
Dalal.
It was a struggling cooperative without any proper
processing facilities to prevent the milk from curdling by
the time it reached Mumbai.
Patel had, however, managed
to lease a part of the government creamery, where Kurien
was biding his time, for the
cooperative’s use.
But it had completely
worn-out machinery prone to
frequent break-downs, which
Kurien, in his spare time,
would offer to fix.
During one of such interactions, Kurien suggested investment
in
a
plate
pasteuriser as the only practical long-term solution, although it might cost some Rs
60,000.
To his surprise, Patel offered to raise the money —
provided Kurien would help
in the initial installing and
running of the equipment.
By then, Kurien had served
his term and was all set to
leave Anand. But Patel’s persuasive powers and demonstrable commitment to a
cause were enough to get him
to remain in Anand, which became his karmabhoomi. The
rest, as they say, is history.
The Kheda cooperative,
which was collecting 5,000odd litres per day of milk from
430 farmers in end-1948,
eventually became a pan-Gujarat organisation that now
procures over 100 lakh litres
daily from 30 lakh producers
in
16,000
village-level
societies.

So, when he got a government scholarship to study in
the US, Kurien chucked the
job. It did not matter that the
scholarship was only to do a
masters in dairy engineering
and not his first choice of metallurgical engineering.
On returning from Michigan State University in 1948,
Kurien had a Rs 1,000-permonth job offer from Union
Carbide in Kolkata, which he
could, however, not take up
because of a two-year government employment bond that
was part of the scholarship
deal.
And the creamery in the
boondocks of Gujarat’s Khe- COOPERATIVE CAPITALISM
da/Charotar region was What Patel and Kurien ended
up creating was a unique entiwhere Kurien got posted.
ty, whose sole purpose was to
THE TRIBHUVANDAS EFFECT procure, process and market
It was in Anand that Kurien the milk of Gujarat’s farmers
encountered the man who with a view to maximise their

share of the consumer rupee.
The unions affiliated to the
Gujarat Cooperative Milk
Marketing Federation today
pay their farmers an average
rate of Rs 470 for every kg of
milk fat.
That, for full-cream milk
containing 6 per cent fat,
works out to Rs 29 a litre or
three-fourths of what consumers in Ahmedabad or Delhi shell out.
Not a small achievement,
made possible only because of
Kurien’s vision that saw farmers not only owning processing facilities for their milk, but
even having control over marketing. Central to this was
selling under their own brand
— in this case, Amul.
“Without a brand, you will
just be a contract supplier doing all the hard work of collecting and processing the
milk from lakhs of farmers.
The cream is not there. It lies
in marketing, which is where
actual value realisation takes
place. The benefits of it
should accrue to the producers”.
This is how the legendary
dairyman summed up his philosophy in an interview he
gave me sometime in 2004.
Unfortunately, the above
vision has been junked by the
National Dairy Development
Board (NDDB) that Kurien
had originally set up to replicate the Anand model in other
States.
The NDDB, in recent times,
has converted its subsidiary,
Mother Dairy, into a company
sourcing much of its milk
from private dairies and contractors, when not importing
powder and butter.
Simultaneously, it has presided over the decline of dairy
cooperatives in virtually all
States, barring Gujarat and
Karnataka that have remained
faithful to Kurien’s philosophy, which has fundamentally
been about empowering small
rural producers.
“I am in the business of empowerment. Milk is just a tool
in that”. He couldn’t have expressed it better.

Richa Mishra

ow that the monsoon session of Parliament is over, without
a single economic or business-related legislation being
passed, all eyes are on the Government effecting an increase in
cooking and auto fuel prices this week.
The likelihood of this happening is on two counts. The first is,
of course, the relative ease of taking unpopular decisions when
Parliament is not in session. In this case, it seemed as though the
Government had, in fact, been waiting for the session to end.
The second reason is that the Government — apart from
showing little interest in pushing through key legislations from
the Banking Laws (Amendment) Bill to the new Companies Bill
— did not introduce the Supplementary Demand for Grants. This
was to obtain Parliament’s sanction for spending more money
than Budget 2012-13 had set aside as subsidy on petroleum
products.

Whichever way one looks at it, the
option of not increasing retail prices has
simply run out, and the Government will soon have to bite the
bullet. The Petroleum Ministry has already circulated a note for
the Cabinet Committee of Political Affairs (CCPA) to take the
final call.
The question is: When will the CCPA meet? And how much of
a hike would it settle for in the three products? The note to the
CCPA has actually not specified any numbers; it has only painted
different scenarios for the CCPA to consider, including the
under-recoveries for the OMCs at various price points.
An under-recovery of Rs 525 crore daily is too high to be
subsidised by the exchequer; in any case, the OMCs cannot afford
to wait till Parliament reconvenes in November-December for
the winter session to consider the Supplementary Demands for
Grants. Nor is the Finance Ministry in any mood to allocate extra
money when the Government’s fiscal deficit has already crossed
50 per cent of the target for the whole of 2012-13 in the first four
months.
Hence, Petroleum Minister S Jaipal Reddy acknowledges a
sense of urgency. Ministry insiders say that there is an immediate
requirement for an increase in petrol price by a minimum of Rs 5
a litre, and a little less in the case of diesel.
The OMCs may also be allowed to review prices either on a
fortnightly or monthly basis, to effect hikes within a stipulated
band. That will spread the impact over a period, making it less
painful.
There is even talk of restricting the number of subsidised
cylinders to within six per household every year, or even making
it necessary for those with an annual income above a certain limit
to buy their requirements at market-determined prices.
But as they say, good economics may not mean good politics,
particularly for a Government that is bogged down with
allegations of one scam after another. It will be interesting to see
what happens this week.
(With inputs from Shishir Sinha)

Perspective
CRR has outlived utility
A

V Jagan Mohan

n interesting debate on CRR has been initiated by State
Bank of India (SBI) Chairman Pratip Chaudhuri. But the
response of Reserve Bank Deputy Governor K C Chakrabarty to
the debate was rather uncharitable. In fact, the remarks of the
Chairman of India’s largest and oldest bank on the issue of CRR
deserve to be taken seriously.
The CRR mechanism had lost its relevance as a monetary tool
in post reforms and post-technology (or ‘core banking
solutions’) banking. With latest management information
system tools, the RBI is able to get the requisite banking figures
more accurately at weekly intervals. Data integrity is almost 100
per cent, unlike in the earlier era. SLR (statutory liquidity ratio)
is more than adequate as a monetary tool, and also a resource
platform for government borrowings. So, why have an
additional instrument in this age of data awareness?
NO BASIS

SBI Chairman
Pratip Chaudhuri
— Paul Noronha

For stability and soundness of the banking system, the RBI
insists on capital adequacy ratio in tune with latest Basel norms.
To assess the strength of each bank in all parameters,
‘CAMELS’ (C – Capital adequacy, A – Asset quality, M –
Management quality, E – Earnings, L – Liquidity, S – Sensitivity
to Market Risk) is monitored by the RBI through its annual
inspection mechanism.
Therefore, continuance of CRR, more so without any interest
payout, has lost all purpose. Much of a bank’s manpower and
top management time is spent maintaining CRR on a daily basis,
and this is avoidable. Banks are customers to RBI, as far as
maintenance of cash balances with the central bank is
concerned. Their demand from the RBI is akin to a bank
demanding cash margin from a borrower, and paying interest on
the cash margin.
Therefore, the RBI cannot justifiably refuse to pay interest on
CRR balances to its customer banks when it is earning around
Rs 12,000 crore surplus every year.
ENCOURAGE DEBATE

The SBI Chairman needs to be appreciated for raising the issue
of CRR relevance in the changed circumstances. Other bank
chairmen, both in the public and private sector, should rally
behind him to persuade the RBI to revisit the issue.
The RBI should pay interest on CRR balances of its
commercial bank clients. It also needs to be open-minded to
encourage free and frank discussion from the banking industry
on many regulatory issues, for the evolution of a healthy
banking system.
(The author is former Managing Director, AP State Cooperative Bank Ltd.)
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