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“HOW DISASTERS HAPPEN 

- Proper corporate governance would have helped Bhopal” by S L RaoP
   . The world economic recession of 2008 was triggered by the greed of large financial firms, poor corporate governance in them, and the ineffectiveness of regulatory authorities who had not kept pace with changing markets. There were few self-imposed restraints. Public restraints were ineffective because of poor and biased enforcement. A current example is the massive ongoing oil leak into the Gulf of Mexico by the B.P. oil well. It seems to have been caused by cost cutting while overriding well-established industry practices and public regulation biased towards the drilling oil companies. The Bhopal disaster of 25 years ago was also caused by poor, oversight within Union Carbide, and failure of Indian and Madhya Pradesh governments to ensure safe practices, due to incompetence and perhaps corruption. The welfare of the people was neglected before the disaster and ignored afterwards.  
   I wonder whether Indian companies and Indian regulatory authorities have learnt from Bhopal. Are all of them prepared to handle disasters? Disasters can arise in many situations: for example, in industry, transport, mining, drilling and in sectors where poisonous of inflammable substances are handled, or when geological disturbances can occur.      

   Union Carbide (now Dow Chemicals) was a diversified multi-national company. Such multinational companies have good management structures and staffing in their many operations. Each product, function and region has parallel specialists at headquarters. Each HQ specialist is fully involved in the aspect he specializes in. Every activity and action thus has duplicate (and hence perhaps fail-safe supervision) - at local HQ and multinational HQ. In a production operation all decisions would be double checked-for example, on appointment of high level staff, technology, plant layout, production processes and systems, productivity, finances, operating costs, inventories, health, safety, internal audit, etc. 
   There is such continuous interaction between functional and product departments with each country, frequent mutual visits, conferences, as well as regular reports which would many times lead to instructions for action. The intent is to apply best practices from learnings everywhere, to each of its companies. There is no doubt in my mind that many officials at Union Carbide headquarters (and in India) must have known and participated in decisions about the Bhopal plant. Indian investigating agencies obviously did not pursue them. 

    The Bhopal plant was one among Union Carbide’s many other Indian operations and as in any well-run company must have had strong oversight in India as well. A director must have made regular visits to the Bhopal plant. In most multinational companies, safety is on the agenda of top management and the board. Production and storage of poisonous gases, their storage and handling, and safety standards, would have been approved at both Indian and overseas HQ, and periodically reviewed by the Board. 
   . If Indian investigators had studied the Indian company records, reports, minutes of internal meetings, and correspondence with the American H.Q, people could have been identified for responsibility and held accountable for the tragedy.
   How responsible is a non-Executive chairman (like the iconic Keshub Mahindra) for a disaster of this magnitude? Such positions carry no executive responsibility. Twenty five years ago, corporate governance practices since laid down by SEBI did not exist. The role of independent directors, even non-executive Chairmen, was ill-defined and the ir time poorly remunerated. Even today when these have changed, unless operating management  disclose the facts, independent directors and non-executive Chairmen are unlikely to know who, why and what of decisions regarding a matter like the storage and handling of poisonous gases. Satyam is a good example of the willful non-disclosure of facts by management. We cannot apply the standards of today t events of 25 hears ago. Perhaps though, the non-executive chairman of Union Carbide could have publicly accepted company responsibility, pushed operating management to clean the site and make it safe, as well as offered help to the victims.
   Warren Anderson was in overall charge as CEO of the multinational. He is ultimately responsible for the disaster and its aftermath and has to be accountable for it. Union Carbide (and its successor Dow Chemicals) has to take responsibility. Arresting Anderson and letting him go are not vital for the victims’ welfare, compensation, treatment, and cleaning up of the site. Union Carbide has not acted responsibly and has avoided all these. Their managers in India and Union Carbide (now Dow) must be made to pay. Even by standards of 25 years ago there was a failure of corporate governance.  

   The U.S. government is adopting double standards. Just as it has pushed ultimate responsibility on B.P. for the damage due to the oil well explosion, the Indian government must fix responsibility on Union Carbide, its CEO and the concerned managers. Our political parties and television media are hysterical today about less vital matters, after not pursuing them for 25 years.   . 

    . Instead of relying on the lethargic Indian judicial system, government and civil society organizations can still file class action suits in the USA against Unbion Carbide/Dow. Government could also have intervened in the subsequent sale of the Eveready battery division of Union Carbide to McNeil Magor and seized the amount paid. Government could also have threatened to nationalize Union Carbide. 
   India was not strong enough to do these things 25 years ago. We were not like today,: the fifth largest economy, with nuclear military capability, and growing faster than any country except China.. A new, young and inexperienced Prime Minister, succeeding an assassinated mother, in the middle of a hectic national election, had to recognize that India under license-control-permit raaj was vulnerable and could not challenge the wishes of the Republican Reagan administration of the USA, the only superpower left, protecting one of their top businessmen. No other Prime Minister or political party could have acted differently. They did not when they later exercised power. 
   India’s antiquated laws are an embarrassment to today’s India. As we develop industrially, disasters in industries, oil and gas drilling and production, mining, and other disasters, are certain to occur. Our laws, enforcement, monitoring, penalties, disaster management systems, judicial processes for disasters, etc, should be ready at all times. This has yet to happen, after 25 years!. As the U.S. Congress has told B.P. ”We need agreement that any exploring agency, nuclear plant operator, or anybody in a business that can cause major human or environmental damage to a country as in the Gulf, or to many countries,  should  follow safe practices laid down by a global group of experts.". India has not even thought of this, let alone the procedures and institutions for the purpose. At least companies should do so. 
        Our regulatory agencies must enforce legislation and rules, and publish new and tougher ones, for manufacturing and storage of poisonous gases and other such matters. Galloping urbanization demands that strict laws and policing agencies are in place since urban slum housing comes up quickly in close proximity to factories. Our laws and the judicial mechanism require change to quickly prosecute and penalize the guilty in industrial disasters. 
    Our governments instead of passing blame or being defensive must put a remedial framework in place. The nuclear liability bill is the first opportunity for comprehensive legislation and implementation mechanisms that will prevent another Bhopal and its subsequent careless handling. It must be suitably extended to other industries. (1209)
