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A new era for the Tata Group 
Providing an exit to the Shapoorji Pallonji Group will compel the Tata Group to 
reduce its equity holding in TCS, pledge equity of its listed companies against debt, 
or allow an outside investor in Tata Sons. Any of these options will reduce Tata 
Sons’ financial flexibility, heightening the performance pressures of the group. 
With the SP Group’s exit, the Tata group will no longer resemble its past.  
 

 
 
 
The Shapoorji Pallonji Group’s (SP Group) poignant decision yesterday to sever its 
relationship with the Tata Group will likely bring an end to the on-going battle 
between the two groups. The SP Group’s need to sell its stake to raise capital does 
not come as a surprise – the Sterling and Wilson Solar Limited episode, the recent 
default on debt, and the attempt to pledge Tata Sons’ shares are telling signs of 
the SP Group’s despair. Importantly, for stakeholders at both ends, it marks the 
end of an era.   

The Tata Group is uniquely structured: it is essentially a philanthropy that runs a 
commercial business. Tata Trusts exert control over Tata Sons, which exerts 
control over operating companies, several of which are listed and subject to 
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scrutiny by external shareholders and accountable to a wider set of stakeholders. 
Tata Sons plays the intermediary role of pushing for performance from the 
operating companies and supporting the Tata Trusts’ goals. 

This structure worked beautifully for several decades with the support of the SP 
Group that own 18.37% of Tata Sons. Because the residual equity in Tata Sons was 
held by charitable trusts, these were not allowed to vote their equity shares until 
2000, resulting in the SP Group effectively becoming caretakers of the group. The 
SP Group had more power than it asserted and the foundation of how Tata Sons 
and the group operated was built on the ancestral relationship between the Tatas 
and the Mistrys. Because the structure worked, it was rarely questioned – until the 
defenestration of Cyrus Mistry.   The subsequent battle between him and the Tata 
group has embroiled Tata Sons and the rest of the listed companies with it, leading 
to this announcement. 

With the SP Group severing relationship with the Tatas, Tata Sons needs to buy out 
the SP Group’s 18.37%, which is conservatively valued at USD 20 bn. There are two 
possible scenarios that may play-out.  

First, for Tata Sons to buy out the SP Group it will need to sell about 16% of TCS, at 
the current market valuations, bringing down its shareholding to 56% from the 
current 72%. This will mean that the Tata Group will continue to control TCS, but 
its cash flows from the company will be lower than before. For the past several 
years, and even now, Tata Sons ability to infuse equity and provide liquidity 
support to its businesses has been driven by TCS’ dividends and buyback. The sale 
of 16% of TCS will restrict Tata Sons’ financial flexibility and somewhat weaken its 
ability to hold the group together. 

Alternatively, Tata Sons can sell its non-core assets and pledge the equity of its 
listed companies to raise debt. Traditionally, the Tata group has pledged shares of 
listed companies with the financial services businesses of the Tata group. While 
the debt was raised, there has rarely been a concern over potential loss of control. 
But the amount to be raised is significantly large in this case, and one that will need 
external (non-group) financiers. In doing so, the group will reverse its past 24-
month effort to reduce debt, shore up shareholding in listed companies, and 
untangle the crossholdings across the group. The group will get saddled with more 
debt, thus increasing its vulnerability.  

The second possible outcome is strategic partners or outside investors (private 
equity, sovereign wealth funds) enter Tata Sons. This will come with conditions 
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attached. For one, outside investors in Tata Sons will want the company to go back 
to being a public company from its current private limited state. The group’s 
structural constraints will likely come to the fore.  

In all these scenarios, there will be increased performance pressures on the 
operating companies of the Tata group. The group will no longer be able to stay 
hinged on TCS’ performance – other companies of the group will have to perform, 
or in some instances, perish. The group’s patience thresholds on performance are 
likely to contract.  

The performance pressures will likely drive cultural change: one that is tougher, 
more commercial and focussed on a single bottom-line rather than the triple 
bottom line that the group finds its genesis in. To change the group’s ethos will be 
an extraordinary leadership challenge. Even as the Tata group evolved, began 
entering newer business lines and had global aspirations, it remained rooted in its 
culture.  A change in corporate culture may likely bring about a change in the 
corporate governance practices – and importantly, structure of the group. Will the 
Tata brand then continue to carry as much gravitas as it does now, will remain to 
be seen.  

What the Tata group may have been pushing towards has indeed come true. The 
SP Group has decided to severe ties – but there are several uncertainties on how 
this will play out.  There is no immediate impact on the operating companies, 
including the listed ones: these will play out not next month or next year, but 
several years into the future.  Even so, the end of a 70-year relationship between 
two families – one that built both business houses (the Tatas and the SP Group) – 
is not to be brushed aside. It will bring an unprecedented change to the Tata 
Group, India’s oldest business house whose fundamental premise, over a century 
ago, was to bring societal good. 

This is a historic yet sombre moment for corporate India. And it brings with it a 
new era for the Tata group.  
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information contained 
herein is solely from publicly available data, but we do not represent that it is accurate or complete and it should not be 
relied on as such. IiAS shall not be in any way responsible for any loss or damage that may arise to any person from any 
inadvertent error in the information contained in this report.  This document is provided for assistance only and is not 
intended to be and must not be taken as the basis for any voting or investment decision or construed as legal 
opinion/advice.The user assumes the entire risk of any use made of this information. Each recipient of this document should 
make such investigation as it deems necessary to arrive at an independent evaluation of the individual resolutions referred 
to in this document (including the merits and risks involved). The discussions or views expressed may not be suitable for all 
investors. The information given in this document is as of the date of this report and there can be no assurance that future 
results or events will be consistent with this information. This information is subject to change without any prior notice. IiAS 
reserves the right to make modifications and alterations to this statement as may be required from time to time. However, 
IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS is committed to providing 
independent and transparent recommendation to its client and would be happy to provide any information in response to 
specific client queries. Neither IiAS nor any of its affiliates, group companies, directors, employees, agents or representatives 
shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that 
may arise from or in connection with the use of the information. The disclosures of interest statements incorporated in this 
document are provided solely to enhance the transparency and should not be treated as endorsement of the views 
expressed in the report. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This information should 
not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, 
in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity 
who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject IiAS to any registration or 
licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted 
by law, and persons in whose possession this document comes, should inform themselves about and observe, any such 
restrictions. The information provided in these reports remains, unless otherwise stated, the copyright of IiAS. All layout, 
design, original artwork, concepts and other Intellectual Properties, remains the property and copyright of IiAS and may 
not be used in any form or for any purpose whatsoever by any party without the express written permission of the copyright 
holders. 
 
Analyst Certification 
The research analyst(s) responsible for this report certify/ies that no part of his/her/their compensation was, is or will be, 
directly or indirectly related to the views expressed in this report. IiAS’ internal policies and control procedures governing 
the dealing and trading in securities by employees are available at https://www.iiasadvisory.com/about. 
 
Other Disclosures 
IiAS is a SEBI registered research entity (proxy advisor registration number: INH000000024) dedicated to providing 
participants in the Indian market with independent opinions, research and data on corporate governance issues as well as 
voting recommendations on shareholder resolutions of about 800 listed Indian companies 
(https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory reports, standardized 
services under the Indian Corporate Governance Scorecard, and databases (www.iiasadrian.com and 
www.iiascompayre.com). There are no significant or material orders passed against the company by any of the Regulators 
or Courts/Tribunals.  
 
IiAS does not hold any shares in Tata Sons Private Limited (the ‘subject company’). Tata Investment Corporation, a 
subsidiary of the subject company, is one of IiAS’ several shareholders. 
 
This is a general commentary on the trends/happenings in the securities market. IiAS is not making any recommendation 
or offering an opinion on the subject company. 
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated 
to providing participants in the Indian market with independent opinions, research and 
data on corporate governance issues as well as voting recommendations on shareholder 
resolutions for about 800 companies that account for over 95% of market capitalization.  
 
IiAS provides bespoke research, valuation advisory services and assists institutions in their 
engagement with company managements and their boards.  

 
IiAS has equity participation by Aditya Birla Sunlife AMC, Axis Bank, Fitch Group 
Inc., HDFC, ICICI Prudential Life Insurance, Kotak Mahindra Bank, RBL Bank Limited, Tata 
Investment Corporation, UTI Asset Management Company Limited and Yes Bank.  

IiAS is a SEBI registered research entity (proxy advisor registration number: 
INH000000024). 
 

 
 
 


