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Abstract  

 This paper investigates the corporate governance problems within 

India. The purpose of this research study is to investigate current state of 

corporate governance and find solutions for problems in corporate 

governance practices followed within organisations in India. Therefore, an 

effort is made to reveal how adoption and implementation of good corporate 

governance practices in-accordance with the corporate governance norms 

can benefit diverse business forms and ultimately, country-specific 

economic growth. The variety of relevant and reliable literatures has been 

consulted to identify sources of corporate governance problems and solution 

for different corporate governance approaches. The development of research 

is based on identification of gaps between actual practices and theoretical 

framework of corporate governance through understanding of literatures 

and in-depth interviews of selected sample organisations in India. Moreover, 

for better understanding of actual corporate governance practices samples 

of diverse business forms were selected.  

 This paper further provides support for reforms in existing corporate 

governance mechanism based on key debates. The research findings states 

that, the family-groups dominates Indian corporate sector. However, 

blockholding, shareholders dominance and conflicts has been an important 

corporate governance issues within India. Furthermore, implementation of 

corporate governance norms, rigid regulations and incompetence of 

regulatory bodies are the key problems within Indian corporate sector. The 

findings of the study reaffirms importance of good corporate governance 

mechanism. Moreover, as the outcome of this study, specific suggestions are 

established in-accordance with various organisational forms for the 

development of corporate governance practices within organisations in India.   
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1. Introduction 

1.1 Rationale Statement 

In corporate world, corporate governance has proved to be an 

incitement. The term corporate governance has been explicitly described as 

controlling mechanism for ethical operational conduct of corporations 

(Dwivedi, and Jain, 2005). Corporate governance deals with interests and 

Over the last two 

decades, significant mechanism of corporate governance has been 

developed. 

means of management and endeavour for development. The corporate 

governance mechanism is an arrangement of country-specific regulatory 

ions that directs operational conduct 

of an organisation (Balasubramanian et al., 2008, p.6). The five basic 

parameters of corporate governance are transparency, ownership structures, 

board procedures, investor rights and governance strategies (Bijalwan and 

Shah, 2012, p.1). Moreover, corporate governance incorporates privilege of 

economic evolution for the society. 

 The corporate governance regulatory structures, cultural and 

organisational values, organisational policies and practices are vital 

influencing factors of corporate governance (Kumar and Singh, 2013; 

Claessens and Fan, 2002). The corporate governance critics imputes that the 

confidence and trust. Moreover, sound governance mechanism exhibits traits 

it yields the robust capital markets and economies to attain high level 

operational accountability and transparency (Roy, 2012, pp.17-19). The 

corporate governance illustrates an arena for country-wise regulatory 

improvement of governance mechanism. According to Chakrabarti et al. 

(2007, p.6); Klapper and Love (2004, p.404) India has sound regulatory 

framework for corporate governance; however, poor implementation of these 

regulations has established the gap between de-jure and de-facto. The 
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global financial crisis constrained corporations for good-fair governance 

structures and practices (Kumar and Singh, 2013, p.88). 

 The predominance of family owned and promoter controlled 

businesses has been an issue for Indian corporates (Chakrabarti et al., 2007, 

pp.21-22

ownership, ethical code of conduct mapped to be operational glitches within 

Indian corporates (Aggarwal and Kaur, 2012, pp.81-83). The board members 

are apprehensive about association of stock ownership and organisational 

performance. The corporations and shareholders upholds contractual 

affiliation to share profits and assets of an establishment. 

democracy specifies precipitate analogy between corporates and political 

 a 

principle of corporate system. However, corporate governance can be 

concerned with the ownership rights (Sarkar and Sarkar, 2000, p.190). 

 The corporate governance mechanism encompasses operational 

transparency and accountability, shareholders interest and active 

implementation of organisational strategies and policies (Hothi et al., 2011, 

p.14; Oman, 2001, p.31). The affiliation of corporate governance and stock 

market instigated new set of challenges towards organisational value and 

corporate governance (Dharmapala and Khanna, 2008, p.27). Disclosure 

barriers and inadequacy of financial information caused major damage 

towards corporate governance practices in India (Raju et al., 2012, pp.88-

89). The stabilised political structures and constitutional intersections 

facilitates vital controlling mechanism for corporations; moreover, investors 

freedom and enticements for government (Ananchotikul and Eichengreen, 

2009, pp.171-173; Kakabadse et al., 2001, p.24).  

1.2 Research and Purpose Statement  

 The research methodology directs towards systematic solution for the 

problems. The pragmatic research model and qualitative approach has been 

incorporated for the development of study. The pragmatic approach 
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facilitated qualitative framework of study and formulation of findings based 

on research. The identification of gaps in literatures and actual corporate 

governance practice in selective Indian corporations is the basic criteria of 

the study. As the organisational accomplishment is contingent towards 

social and economic facets. The primary research objective is an 

identification of problems and solutions for corporate governance practices 

in India. The study in this report, primarily integrates critical evaluation of 

traditional corporate governance parameters, distinct ownership patterns, 

influence of directors and large board size to suggest sustainable practices 

for Indian organisations. Furthermore, composition of board members and 

their role in Indian organisation needs critical investigation.  

 The Imperfections in regulatory and governance framework, impact of 

corporate governance reforms on shareholders, ownerships and controlling 

mechanism indorses extents for vital investigation. The relationship between 

organisational performance and remuneration policy is further critically 

determined in this report. The participants of external audit, benefits of 

internal control and risk management mechanism for Indian corporations are 

the aspects considered for investigation. The convergence of Indian 

accounting system with international accounting standards instigated 

investigation of IFRS benefits for better corporate governance. Moreover, 

compliance of Indian organisation with Clause 49 and problems in current 

corporate governance norms are critically evaluated. This report will also 

determine effects of ownership structures on the vital controlling 

mechanism. The role of independence of board and audit committee is vital 

porate governance issues were examined in 

detail with various perspectives to establish guidelines on principal-agency 

problem, board structures and its functioning, ownership structure and its 

role in corporate practices of Indian organisations. 
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1.3 Outcomes of Study 

 The primary findings of this research states that, Indian organisations 

are seems to be complying with legislative norms and moving towards 

excellence of their executives and extensive organisational results. In private 

sector, especially family owned businesses dominates Indian corporate 

sector. Interestingly, the number of women executives seems to be 

increasing in Indian organisations. The directors on board primarily performs 

advisory role; however, the involvement of board members in day to day 

organisational activities can excel and deteriorate corporations in long run. 

The remuneration policy significantly influences board members 

performance. The audit committee facilitate affirmation towards the board 

on manifestation of an efficient internal controlling environment. The 

personal relationships with the external audit firms plays questionable role 

that disturbed shareholders confidence. Therefore, organisations are 

directed towards the adoption of IFRS. The risk management and internal 

control policies has the direct relationship with enterprise operations and 

growth. However, some organisations rely on the top management.  

 The clause 49 has been overarching legal provisions in-accordance 

with corporate governance. The Indian organisations quoted the need of 

economy. Moreover, the corporate governance mechanism has been widely 

practiced phenomenon in India. Interestingly, organisations are turning 

towards corporate governance as business and socio-economic successive 

tool rather than only stringent mechanism. The problem of dominance and 

conflicts of majority-minority shareholders became devastating fact for the 

organisations in India. The implementation of debt restructuring mechanism 

can prevent corporate governance problems for SMEs. Moreover, adoption 

and implementation of good corporate governance mechanism can develop 

organisational health for long term. The periodic reviews and corporate 

governance audits of SEBI at the implementation and adoption level can 

procure key changes in the Indian corporate governance practices. 
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 This study of corporate governance provide insight towards actual 

Indian corporate governance practices. Moreover, this report is competent 

enough to illustrate apiece trait in governing practices and existing glitches 

in the system. Furthermore, the recommendations of this study may serve as 

a model of good practices to emulate for Indian corporations. However the 

results of the study should be viewed in the background of limitations such 

as sample size, sampling technique, veracity of available information and the 

duration of the study. 
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2.  Critical Literature Review 

2.1 Introduction: An Overview 

 During the wave of financial crisis in 1998, corporate governance 

deficiencies endangered entire economies and stability of global financial 

system (Claessens and Yurtoglu, 2012, pp.11-20). Moreover, manifesto of 

governance structures, financial intermediaries, industrialised institutional 

investors and capital mobilisation became fundamental for the economic 

development. In transition economies, corporate governance mechanism 

may induce significant deviation of assets, fictional and stipulated external 

supply of capital towards organisations (Boycko, 1995). However, assertion 

of colossal capital and repatriation of profits may dissolve dilemma of good 

corporate governance subsequently (Shleifer and Vishny, 1995, pp.738-

739). The liberalised financial markets, structural reforms, value 

deregulations, augmented competition exposed organisation for distinctive 

market forces and amended need for good corporate governance (Claessens 

and Yurtoglu, 2012, pp.31-36).  

 The Liberalisation of Indian economy expedited potential for capital 

extent and capital market. The evolving importance of Indian economy in the 

world, compelled understanding of its corporate governance structures as 

intellectual capital and outsourcing resources (Hothi et al., 2011, p.9). The 

predominance of family owned and promoter controlled businesses has been 

an issue for Indian corporates (Chakrabarti et al., 2007, p. 6). The 

code of conduct mapped to be operational glitches within Indian corporates 

(Aggarwal and Kaur, 2012, pp.81-83). Moreover, incompetent corporate 

ownership structures, frauds and malpractices, non-transparent accounting 

practices and disclosures, failures of board, distressed shareholders activism 

are the causes of corporate governance predicament in India (Som, 2006). 

Independence of non-executive directors, conflicts between dominant and 

corporate laws deterred ethical code of governance in India (Hothi et.al., 

2011, pp.10-11).  
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 Since the era of liberalisation, Indian government tailed socialist 

policies for sustainable ethical code of governance (Kumar and Singh, p.88). 

The paradigm shift of corporate governance exposed top level management 

towards new set of challenges in India (Sharma and Gupta, 2012, pp.100-

101). Deceiving economic and organisational health has encouraged 

significance of corporate governance. Managerial oversight barriers and legal 

norms delayed bankruptcy claims of private capital conditions; moreover, 

peripheral governmental capital resources primarily (Bhasin and Manama, 

2008). However, measurement of capital investments were established on 

capital volume rather than return on investment mechanism ensued 

disconsolate competition (Kumar and Singh, 2013, p.90).  

 The securities and Exchange Board of India (SEBI) (1992) was 

established to survive fiscal crisis and inject steady growth in Indian 

economy. Corporate frauds were characterised as regulatory capture that 

intended prerequisite for good corporate governance. The good corporate 

governance must integrate transparency principles, independence of boards, 

accountability and fairness, social-environmental concern of stakeholders, 

unbiased directorate selection procedures for formulation and 

implementation of organisational policies and controlling operational 

strategies (Hothi et al., 2011, p.14). The improved corporate governance 

contribute towards an establishment of international financial markets and 

facilitates productivity growth. However, the corporate insiders and 

dominant shareholders are restrictive forces of corporate governance. Good 

political governance can overcome country-wise development and regulatory 

capture obstacles and reinforce good corporate governance (Oman, 2001, 

pp.30-31). 
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2.2 Definitions of Corporate Governance 

 The corporate governance plays central role in stimulating capital flow 

development and depressing capital cost on investment undertakings. The 

corporate governance comprises intensification of corporate social 

responsibility and active participation of both stakeholders and 

shareholders. The accountability 

encompasses cultural, legal and economic foundations (Claessens and 

Yurtoglu, 2012, pp.60-65).  

 The number of authors has defined the term corporate governance as 

follows, According to Dalei et al. (2012, p.196) Corporate Governance could 

be defined as, ways of bringing the interests of investors and managers into 

line and ensuring that firms are run for the benefit of investors .  

 The SEBI Committee defines corporate governance as, Corporations 

pool capital from a large investor base both in the domestic and in the 

international capital markets. In this context, investment is ultimately an act 

of faith in the 

invests money in a corporation, he expects the board and the management 

to act as trustees and ensure the safety of the capital and also earn a rate of 

return that is higher than the cost of capital. In this regard, investors expect 

management to act in their best interests at all times and adopt good 

corporate governance practices. Corporate governance is the acceptance by 

management of the inalienable rights of shareholders as the true owners of 

the corporation and of their own role as trustees on behalf of the 

shareholders. It is about commitment to values, about ethical business 

conduct and about making a distinction between personal and corporate 

funds in the management of a company  (SEBI Report, 2003, p.1). 

 The OECD defines corporate governance as Procedures and 

processes according to which an organisation is directed and controlled. The 

corporate governance structure specifies the distribution of rights and 

responsibilities among the different participants in the organisation  such 

as the board, managers, shareholders and other stakeholders  and lays 
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down the rules and procedures for decision-making  (Deloitte Touche 

Tohmatsu Czech Republic Pvt Ltd., 2013). 

 According to Cadbury Committee (UK) (1992), Corporate governance 

is the system by which companies are directed and controlled. Boards of 

directors are responsible for the governance of their companies. The 

and to satisfy themselves that an appropriate governance structure is in 

place. The 

strategic aims, providing the leadership to put them into effect, supervising 

the management of the business and reporting to shareholders on their 

actions are subject to laws, regulations and the 

shareholders in general meeting (Cadbury Committee Report, 1992, p.14). 

 According to the Institute of Company Secretaries of India (ICSI), 

 is the application of best management practices, 

compliances of law in letter and spirit and adherence to ethical standards for 

effective management and distribution of wealth and discharge of social 

responsibility for sustainable development of all stakeholders  (ICSI Report, 

2009, p.2). 

 According to Shri N.R. Narayana Murthy, Chief Mentor, Infosys Ltd, 

Corporate governance is maximizing the shareholder value in a corporation 

while ensuring fairness to all stakeholders, customers, employees, investors, 

vendors, the government and the society-at-large. Corporate governance is 

about transparency and raising the trust and confidence of stakeholders in 

the way the company is run. It is about owners and the managers operating 

as the trustees on behalf of every shareholder - large or small  (NFCG, 

2004).  

2.3 Corporate Governance Framework 

2.3.1 Corporate Governance Mechanism 

 Corporate governance has significant arena of analysis within the 

finance discipline for decades. However, discrepancies in the quality of 
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corporate governance in developing countries diminished gap concerning 

governance standards and practices (Chakrabarti, 2005, pp.2-3). Corporate 

governance is about responsibility and power that determines organisational 

structures, allocation of manpower and financial resources, research and 

development, mergers and acquisitions, top level management recruitments, 

distribution of dividends and investments (Gourevitch and Shinn, 2005, p.1). 

Generally, corporate governance provides understanding of institutional 

provisions for relationship between corporate and economic actors 

interested in organisation (Letza et al., 2004, p.242). The corporate 

governance can be an administrating organisational structure that directs 

and affects creation and distribution of wealth. However, blockholding 

encourages political conflicts within the country (Gourevitch and Shinn, 

2005, p.2). Thus, governance mechanism reflects public and regulatory 

polices of a firm.  

 The classical theories and companies law illustrates human capital to 

be insignificant than physical assets. Moreover, corporate authority and 

power are legally built on the possession of raw materials, financial capital 

and means of production where an organisation destined as solid and 

enduring entity with a clear internal and external environmental division 

(Letza et al., 2004, p.255). Furthermore, it also has an influence over social 

environment (Gourevitch and Shinn, 2005, p.4). The structural characteristics 

of Indian corporate sector established corporate governance problems in 

India (Varma, 1997, p.14). However, such lucrative mechanism stimulates 

corporates and political institutions for conflicts, scams (Gourevitch and 

Shinn, 2005, p.11). 

this type of corporate governance model. The implementation and 

development of good corporate governance norms is an effective step; 

nevertheless, the implementation of those norms seems to be more 

challenging in case of India (Chakrabarti, 2005, p.22). 

 The corporate governance compromises incentive organisational 

framework to fascinate human capital and external finances for effective, 
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efficient organisational activities and means for evading corruption (World 

Bank, 1999 cited in Dahiya and Gupta, 2001, p.3). The investment decisions 

is determined as one of the most fundamental financial constraints that can 

abolish firm value and distort competent allocation of investment 

(Mozumdar and Agca, 2008; Almeida and Campello, 2007; Stein, 2003 cited 

in Francis et al., 2013, p.57). Corporate Governance reviews agency 

problems specifically as distinct return on investment techniques of financial 

suppliers for the corporations (Shleifer and Vishny, 1997, pp.737-742). The 

outside agencies and stock markets has an influence over managerial actions 

of the leading companies in India (Chakrabarti, 2005, p.23).  However, 

influence of these entities has been restricted to limited organisations in the 

country. The agency problem arises in low investment protected countries; 

thus an establishment of good corporate governance mechanism is 

significant in these countries (Doidge et al., 2004; Nevona, 2003 cited in 

Francis et al., 2013, p.58).  

 In last few years, development of norms for listed companies in India 

has been crystallized (Chakrabarti, 2005, p.23). Hence, the complications of 

private corporations has been unaddressed since decades. The corporate 

scandals, discernment of materialistic, self-dealing and unfaithful CEOs has 

driven-out number of investors out of stock-market and arose huge non-

transparent perks and high remuneration packages in senior executive group 

of the corporations (Dutta, 2006, pp.10-11). The outcome of business 

scams and failures expressed prerequisite of corporate governance. The 

agency theory illustrates that, magnified monitoring of managerial actions 

and incentive problems can affect organisational investment behaviours and 

cause financing frictions (Jensen, 1986 cited in Francis et al., 2013, p.70).  

 The conflicts between minority and dominant shareholders is the 

central corporate governance issue in India (Varma, 1997, p.2). The problem 

of dominant shareholders can be categorised under  Public sector units, 

where public holds minority stake and government is dominant shareholder; 

MNCs, where overseas parent is the dominant shareholder; Indian business 

groups, where promoters are dominant shareholders and government own 
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financial establishments that holds comparable stake and general public 

holds the balance (Varma, 1997, p.3). The duty of board of directors is to 

develop  value; however, corporations should contemplate 

interests of employees, customers, financial suppliers and the environment 

to protect shareholders value and avoid distress (Dutta, 2006, p.11). 

However, shareholding and Stakeholding is less valuable and redundant 

(Letza et al., 2004, p.256). Moreover, board of directors cannot dissolve this 

conflict even theoretically that encouraged corporate governance abuses 

under the shield of shareholders democracy in India (Varma, 1997, p.3). The 

audit shortcomings, connivance with management and discloser 

irregularities are major issues in India that demands formulation of stricter 

regulatory bodies and corporate ethos (Dutta, 2006, p.13).   

 The poor firm level corporate governance response can be improved 

through free cash flow investments due to the constraints of limited access 

towards external funds. Thus, organisations have to depend on internally 

generated funds intensely (Francis et al., 2013, pp.58-59). Moreover, poor 

corporate governance leads to  financial crisis (Johnson et al., 2000 

cited in Sur and Chakraborty, 2006, p.25). The good record of corporate 

governance promulgates higher profits, sales growth and market value, 

lower capital cost that facilitates greater access towards external finances 

(Naidu, 2005, p.5 cited in Sur and Chakraborty, 2006, p.23). However, 

accessibility of funds is one of the major issues related to corporate 

governance in developing countries (Francis et al., 2013, p.60). The poor 

corporate governance hinders organisational creation and development 

(Chakraborti, 2005, p.51 cited in Sur and Chakraborty, 2006, p.26). 

However, superior corporate governance and capitalised investment 

opportunities can diminish financial constraints and improve efficient 

allocation of capital (Francis et al., 2013, p.70).  

 The movement of corporate governance amended through publication 

of Cadbury Committee Report (1992) (Sur and Chakraborty, 2006, p.27). The 

traditional focal shift of corporate governance on ethical code of conduct, 

accountability, transparency, disclosure other than agency conflicts 
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developed as an instrument for integrating environmental and social 

concerns into decision making procedures to benefit employees, consumers, 

communities and ultimately financial investors (Gill, 2012, p.452). The 

development of corporate governance may be based on  experience 

rather than the cost of corporate sector growth. These corporate structures 

evident to be incompetent, unsuccessful in highly competitive and 

deregulated Indian economy. However, these problems of corporate 

governance abuses can be dissolved through regulatory forces and capital 

market (Varma, 1997, p.15). Corporate social responsibility and corporate 

governance is inseparable in global economic landscape; therefore, an 

effective design of corporate governance as corporate social responsibility 

will generate equitable global business environment (Gill, 2012, pp.477-

478). 

2.3.2 Structural Reforms 

 Since liberalisation (1991), Indian corporate governance was began as 

self-regulatory mechanism in form of industry rather than rule of law and 

undergone substantial corporate governance reforms. Therefore, SEBI (1992) 

was established as securities market regulator to prevent corporate 

governance from deterioration. (Aggarwal et al., 2005; Bhattacharyya and 

Rao, 2005; World Bank, 2005 cited in Raju et al., 2012, pp.76-78). The 

corporate governance reform agenda comprises amendment of supervisory 

guidelines for financial institutions, capital markets, adaption of 

macroeconomic policies and exchange rate policies for consolidation of 

competition policy and new open financial environment (Ananchotikul and 

Eichengreen, 2009, p.153). Corporate governance instigated management of 

agency system to adulate disproportionate controlling rights greater than 

stock ownership. The connections among stock market development and 

significant challenges (Dharmapala and Khanna, 2008, p.27). 

 Corporate governance structures plays vital role in enhancing 

organisational sustainability and performance (Ehikioya, 2009; Iwasaki, 
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2008; Kim and Cho, 2007; Erickson et al., 2005 cited in Kumar and Singh, 

2013, p.88). The corporate governance reforms have substantial 

remuneration capability in terms of equity market and corporate bond 

developments (Ananchotikul and Eichengreen, 2009, p.172). However, with 

an exception of informative traits on managerial remuneration classified 

corporate governance towards bottom (Pic, 1997). The variations in Indian 

rules and reforms that created overlap in features of non-affected and 

affected firms. Moreover, the Institute of Chartered Accountants of India 

(ICAI) was disastrous to act against noncompliance with disclosure norms, 

failed audit reports and erring auditors (Franklin et al., 2005 cited in Raju et 

al., 2012, p.79).   

 The gradual movement of an Indian economy towards market-based 

economy rather than controlled economy with market capitalisation of all 

listed companies has been seen. However, capital markets in India are 

promising but still weak for the corporate control (Standard and Poor, 2009; 

Sehgal and Mulraj, 2008 cited in Kumar and Singh, 2013, p.88). The violation 

of newly formed corporate governance rules decoupled the effects of 

substantial legal rules and enforcement due to introduction of severe 

financial penalties (Dharmapala and Khanna, 2008, pp.32-33). As a result, 

corporate governance in India trailed corporate scams namely, Harshad 

Mehta (1992), Unit Trust of India (1993), Bhansali Scam (1996), Ketan Parekh 

(2001), and Satyam Computers (2009); moreover, informative barriers of 

shareholders and imperfections in financial information had caused 

imperfect corporate governance (Raju et al., 2012, p.88). However, per capita 

income and financial development convergence with developed countries 

may close  corporate governance quality gap (Ananchotikul and 

Eichengreen, 2009, p.173). 

 Intensification of inclusive societal profit in accordance with social and 

political constituents, without abiding legal structures to provide appropriate 

corporate control is the vital role of an organisation (Kakabadse et al., 2001, 

p.24). Moreover, political and microeconomic stability are essential factors 
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for good corporate governance that facilitates freedom of voice for investors 

and investment incentives to the government (Ananchotikul and 

Eichengreen, 2009, p.173). The p

mobilisation and social infrastructure influences organisational performance; 

consequently maintenance and development of appropriate ethical standards 

entitles for kabadse et 

al., 2001, p.29). However, incompetent relationship between 

performance and level of institutional holdings failed to attain improved 

investment performance; primarily considering dominant institutional 

investments (Daily et al., 1998; Pic, 1997). Thus, investors may consider 

good governance companies that can condense investment risk; although, 

integrative board involvement models, diverse theoretical perspectives and 

board attributes affects organisational performance indirectly (Jonnergard 

and Svensson, 1995; Maassen, 1990; Pearce and Zahra, 1989; cited in 

Kakabadse et al., 2001, pp.25-28; Agrawal et al., 1996).  

2.3.3 Ownership Structures   

 The trend of privatisation since 90s diversified ownership structures 

generated governance problems in the country (Dharwadkar et al., 2000 

cited in Rajagopalan and Zhang, 2008, p.56). According to Jensen and Fama 

(1983); Meckling and Jensen (1976); Coase (1937) cited in Shleifer and 

Vishny (1997, pp.770-772) argued that, the segregation of ownership and 

control, legal protection of investor rights are the fundamental components 

of corporate governance. However, concentrated ownership or blockholding 

mitigates corporate governance mechanism (Jensen and Meckling, 1976 

cited in Singla et al., 2013). The limited legal protection and external 

concentrated ownership and political dynamics hinders effectiveness of 

corporate governance (Shleifer and Vishny, 1997, pp.773-775). The 

constitutional lending restrictions, interest rate, governing equity ownership, 

consortium lending extinct financial intermediaries (Dahiya and Gupta, 2001, 

p.12).  
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 In emerging markets, corporate ownership structures establishes links 

with external auditors and indicate effects of the agency conflicts on 

(Fan and Wong, 2005, p.39). The external 

monitoring of associated groups posed challenges for non-associated 

groups and performs non-transparent, questionable practices with 

complicated structures; moreover, political links of these groups in the 

country isolated them from monitoring and interference (Khanna and Palepu, 

2000, p.288). The CEOs are often designated amongst  relatives or 

appointed through government that established common fear of building 

their own wealth at the cost of shareholders (Ghosh, 2006 cited in Luo, 

2013, p.4). Moreover, it does not imply clear distinction of ownership and 

control in developing economies (Luo and Jackson, 2012 cited in Luo, 2013, 

p.5). The malpractices within organisations such as non-merit senior 

management recruitments, manipulation of stock prices and diminutive 

protection of small investors turned financial institutions blind with family 

freedom for owners to manipulate financial information and cover up frauds. 

Moreover, if auditors excel their efforts in alleviation of agency conflicts then 

safeguard accounting information of an organisation to limit and control 

owner ability (Fan and Wong, 2005, pp.40-42).  

 The family owned business groups, domestic and foreign financial 

institutional ownership exists on the Indian economic landscape (Khanna and 

Palepu, 2000, pp. 269-270). Predominance of family owned and promoter 

controlled organisations compelled corporate governance to depend on 

external structures rather than internal ones for the augmentation of 

organisational value (Kumar and Singh, 2013, p.89; Chakrabarti, 2005).  The 

primary objective of dominant financial institution was to maximize 

industrial loans instead monitoring that substantially resulted in poor 

financial information until 1991 (Khanna and Palepu, 2000, p.288). 

Theoretically financial institutions were under government control. Thus, 

controlled enormous sections of Indian private corporate sector (Dahiya and 
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Gupta, 2001, p.13). Moreover, the absence of incentives monitoring function 

forced failing organisation for close-down under Sick Industrial Firms Act 

(1985).  

 The family-controlled and family-managed organisations opt for low 

duality and low-proportion of outside directors for better monitoring of 

managerial actions and complexity (Dalton et al., 2007 cited in Singla et al., 

2013). The family groups manages diverse shareholding patterns and family 

cited in Dahiya and Gupta, 2001, pp.15-18). Moreover, misalignment of 

minority and majority shareholders goals determines expropriation of 

minority shareholders wealth is considered principal agency problem (Young 

et al., 2008 cited in Singla et al., 2013). However, family-controlled and 

family-managed organisations behave distinctly due to dissimilarities in 

objectives and preferences in accordance with private or shared controlling 

benefits (Singla et al., 2013). Thus, the traditional agency problems emerges 

in new ownership structures; where executives aim to maximize own interest 

rather than shareholders interest (Rajagopalan and Zhang, 2008, pp.59-60). 

The theoretical assumptions of Agency theory depicts that, the issues of 

identity and objective differences in blockholders are the implications of 

sharing private control benefits (Holderness and Sheehan, 1988 cited in 

Singla et al., 2013). However, blockholding can be effective in pacifying 

agency issues primarily and may lead towards secondary agency disputes at 

the expense of minority shareholders (Dalton et al., 2007, p.46). 

2.3.3.1 Composition of Board  

 The tremendous potential of growth and investment prospect in 

emerging economies necessitates well-functioning of corporate governance 

mechanism for both local organisations and foreign investors. However, 

weak governance of emerging economies discounts domestics firms in 

financial markets (LaPorta et al., 2000 cited in Rajagopalan and Zhang, 2008, 

pp.55-56). In emerging markets, poorly performing CEOs are less likely to 

lose their jobs considering large domestic shareholders within an 
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organisation. Moreover, the domestic corporation with large pool of 

shareholders appears to be linked with negative CEO turnover and poor 

organisational performance. The large boards may also pose complications 

for low group cohesion and co-ordination that can slower decision making 

process and may lead to high conflicts within an organisation (Kumar and 

Singh, 2013, p.90). Therefore, managers may favour shareholders at the 

expense of minority shareholders (Gibson, 2003, p.25).  

 The board of directors serves as shareholders and other  

representatives as well as monitors performance activities of top 

management, design and implement strategies, fosters organisational and 

external environmental links (Ruigrok et al., 2006; Erickson et al., 2005; 

Jensen and Meckling, 1976 cited in Kumar and Singh, 2013, p.89). Moreover, 

board of directors are considered to be primary internal governance 

mechanism. However, lack of incentives, shortage of qualified independent 

directors, power of dominant shareholders and undeveloped external 

monitoring systems are key obstacles in the governance reforms within 

Indian organisations (Rajagopalan and Zhang, 2008, p.55). The larger board 

size comprises knowledgeable and intellect experts that can be utilised for 

strategy making decisions to improve organisational performance; however, 

negative association of board members may hamper organisational value 

et 

al., 2010; Cheng, 2008; Bonn et al., 2007a; Ghosh, 2006; De Andres et al., 

2005; Bonn et al., 2004b; Dalton et al., 1999; Conyon and Peck 1998; 

Eisenberg et al., 1998; Yermack, 1996; Pearce and Zahra, 1992 cited in 

Kumar and Singh, 2013, p.90).  

2.3.4 Legality and Corporate Governance  

 The Indian regulatory framework provides one of the highest level of 

, substantial 

corruption deteriorated corporate governance structure in the country 

(Chakrabarti et al., 2007, pp.20-21). Moreover, 

financing consent that reflects in low cost and higher 
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availability of external financing (La Porta et al. 1998 cited in Klapper and 

Love 2004, p.404). Over the period of time, Indian financial markets have 

accomplished higher growth rates considering major sustainable economic 

reforms. The distinctive legal systems, variations in governing standards, 

relationships amongst organisational-specific governance mechanism and 

s legal governing of investors protection laws formulates 

questionable research (Aggarwal and Kaur, 2012, p.84). Moreover, 

differences in firm level corporate governance mechanism prompts for 

performance based, market valuation and external financial accessibility 

problems in the country (Klapper and Love, 2004, pp.405-407).  

 The establishment of SEBI and National Stock Exchange of India (NSE) 

ensured fairness, good practice, transparency in trade and regulatory 

regimes (Chakrabarti et al., 2007, p.22). The enforcement of Clause 49 of 

listing agreements improved enforceability of  rights. For Example: 

Companies likes INFOSYS are free from family-group dominance or influence 

and shareholders are central focus of corporate governance. The corporate 

governance is extremely significant for disseminated and prolonged 

shareholding of the public listed companies. The Companies Act (1956) 

directs public listed 

provisions for the appointment of independent and non-executive directors 

for appropriate governance (Aggarwal and Kaur, 2012, pp.84-85). Moreover, 

Indian legal structure provides adequate mechanism with powers towards 

directors for the free functioning of an organisation (Chakrabarti et al., 

2007, p.24). However, corporate governance should not be imputed 

exclusively on independent directors regardless of their nature (Pergola and 

Joseph, 2009).  

 The audit committee ensures consummate financial functioning as an 

wealth. The complete alliance of non-independent directors or independent 

directors is an ineffective mechanism that may accelerate failure of corporate 

governance (Aggarwal and Kaur, 2012, p.85). Furthermore, restructuring and 
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involvement of other actors such as politicians, interest groups. The 

organisation-specific corporate governance is more important in 

incompetent judicial and fragile shareholder protected system (Klapper and 

Love, 2004, p.423). Therefore, organisation-specific corporate governance is 

more feasible and tection and 

minority shareholder rights independently. Moreover, good governing 

organisations rely less on county-specific legal systems to dissolve 

corporate governance conflicts. 

2.4 Theoretical Framework 

2.4.1 Agency Theory 

 In 1991, financial crisis prompted major economic reforms that 

directed deregulation and privatisation which lead to increased competition 

and forced investments in research and development. Due to the 

institutional environment changes business groups had negative 

relationships with organisational performance within emerging markets 

(Gaur and Delios, 2006 cited in Singh and Gaur, 2013, p.4). Therefore, 

emerging markets required innovation and good corporate governance for 

the process of internationalisation (Singla et al., 2013). However, theoretical 

framework of corporate governance implies that, organisations may employ 

bonding and monitoring mechanism voluntarily to mitigate expropriation of 

outside  (Jensen and Meckling, 1976 cited in Claessens and Fan, 

2002, p.79). The growing capital demand anticipated increased 

organisational responsibility towards  demand that generated 

incentive mechanism for improving corporate governance. Moreover, 

voluntary adoption of governance comprises incentives and ultimately 

reduces minority shareholders risk that results in reduced share-price 

discounts and increased access towards external financing (Claessens and 

Fan, 2002, p.80).   

The Agency theory depicts the relationship with vital strategic decision 

of different owners that possess diverse motivations and preferences 

(Brickley et al., 1988 cited in Singh and Gaur, 2013, p.5). However, 
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concentrated ownership and agency conflicts between minority shareholders 

and owners may entice equity participation of institutional investors to 

improve minority shareholders credibility (Claessens and Fan, 2002, pp.80-

83). In emerging markets, typically families control groups where group can 

be characterised as, association of firms through cross ownership and stock 

pyramids (Claessens and Fan, 2002, p.87). This type of certain governance 

provisions offer competitive advantage; however, business groups exploits 

markets in order to achieve these advantages (Khanna and Palepu, 2000 

cited in Singh and Gaur, 2013, p.7). The dominant agency theory and 

contracting approaches still considers executive compensation as a 

ramification of pay arrangement practices that influences institutionally 

constructed discretion (Otten, 2007 cited in Luo, 2013, p.27). However, 

these groups may allocate capital within group to avail economic benefits in 

the period of external financial scarcity; therefore, an agency problem may 

lead to misallocation of capital that disposes internal markets (Khanna and 

Palepu, 1997 cited in Claessens and Fan, 2002, pp.87-95).  

 India is stagnant in the process of market based reform that lead to 

the transformation of relationships, roles and governance structures that 

accumulates participants in productive endeavours (Luo, 2013, p.27). Thus, 

considering these intermittent environmental shifts and institutional 

transitions agency theory may not be applicable for legally weakly protected 

investors and unfledged capital markets (Luo, 2013, p.29). Moreover, 

institutional owners may necessitate governance mechanism due to 

divergence of managers and owners interest; however, in specific conditions 

interests of these two parties may not be divergent (Daily et al., 1998). The 

decisions of internationalisation and innovation depends on organisational 

governance structure. In this changing institutional environment innovation 

capability has become essential for emerging markets (Awate et al., 2012; 

Kumaraswamy et al., 2012 cited in Singh and Gaur, 2013, p.8). However, 

firms within the developed market may experience negative effects of 

performance at both lower and higher levels of global diversification 

(Contractor et al., 2003 cited in Singh and Gaur, 2013, p.9).  
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2.4.2 Debt Mechanism  

 Debt mechanism is a decisive mechanism for organisational agency 

problems with an objective of shareholders value maximisation to restrain 

counter managerial actions (Dwivedi and Jain, 2005; Khanna and Palepu, 

2004). However, potential disciplining mechanism of debt considered weak 

in concentrated ownership organisational structures (Faccio et al., 2001; 

Prowse, 1999 cited in Sarkar and Sarkar, 2005, pp.1-2). In India, debt plays 

an important role of external financing in pre-liberalised and post-

liberalised scenario (Dwivedi and Jain, 2005). In an organisation, debt 

mechanism can be implemented as disciplining mechanism to comprehend 

agency problems between management and outside stakeholders (Grossman 

and Hart, 1982; Jensen, 1986 cited in Sarkar and Sarkar, 2005, pp.4-5). The 

debt mechanism also plays role of corporate governance and institutional 

capital market in mitigating the expropriating powers of debt (Claessens and 

Fan, 2002). However, debt mechanism can either pose positive or negative 

effect on organisational value, growth and performance. The debt 

mechanism enlightens sensitive issues of governance role in controlling 

structures and ownership within the organisation (Dwivedi and Jain, 2005; 

Sarkar and Sarkar, 2005, p.31). 

2.4.3 Economic Analysis Model 

 The economic analysis model is beneficial for optimal governance 

mechanism that provides selection process of efficient governance structures 

with the perspectives of profit maximisation, economic rationality, increasing 

efficiency and organisational value (Roy, 1997; Solomon and Higgins, 1996 

cited in Letza et al., 2004, p.256). However, economic rationality neglects 

the significant role of emotions, values, beliefs, ideology and importance of 

irrationality in the decision making process and governance (Shleifer and 

Vishny, 1997, p.276). Therefore, no single model of governance can be 

applicable for distinctive organisations where corporate governance 

behaviours. 
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2.5 Corporate Social Responsibility and Good Corporate Governance  

 The distinctive sector-wise regulatory bodies, Ministry of Corporate 

Affairs and SEBI governs corporate practices in India. The Standard and 

 study in India observed legal and regulatory environment, market and 

informational infrastructure (McGee and Bose, 2009, p.229). The corporate 

social responsibility is recommended in-context with international 

development and poverty mitigation aspects due to the benefits of 

contribution towards equity, economic growth and human rights (Blowfield 

and Frynas, 2005, p.505). The transparency, ethics and accountability within 

organisation-specific or country-specific corporate governance framework 

are the prerequisites of good corporate governance. Moreover, good 

corporate governance practices incorporates growth, organisational 

performance sustainable productivity, capital growth, intact  

interest, development of organisational value and  trust (Roy, 

2012, pp.17-18). The good corporate governance escalates share price, 

easily obtains capital and attracts international investors (McGee and Bose, 

2009, p.232). 

 In India, positive relationship amongst organisational value and 

managerial holdings beyond the inception is constant in family dominated 

organisations where managers are de facto owners (Sarkar and Sarkar, 2000, 

p.189). Moreover, foreign equity ownership may avail corporate governance 

and high organisational value benefits in developing countries (Sarkar and 

Sarkar, 2000, pp.190-191). However, cost of equity is more essential 

dimension than cash flows that determines financing cost and directs 

investment decisions. Thus, self-disciplining governance mechanism is more 

effective to reduce cost of equity and organisational governance that may 

ection (Chen et al., 2009, p.284). 

governance on cost of equity; however, such facets of corporate governance 

are linked negatively with the equity cost subsequently monitoring inflation 

and traditional risk factors (Durnev and Kim, 2005; Mitton, 2002 cited in 

Chen et al., 2009, p.285).  
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 The contemporary corporate social responsibility illustrated 

voluntarism as recurring feature. Moreover, corporate social responsibility is 

the means of corporate governance gap filler that arises with the accelerated 

abundant economic globalisation (Luu, 2013; Blowfield and Frynas, 2005, 

p.508). The corporate governance parties such as managers, directors, 

shareholders, customers, employees, banks and lenders, environment, 

suppliers, vendors and regulators contribute towards corporation s success. 

The positive association of firm value and corporate governance mechanism 

affects organisational growth opportunities and cash flow rather than equity 

cost (Kim and Durnev, 2005; La Porta et al., 2002; Mitton, 2002 cited in 

Chen et al., 2009, p.286). The weak corporate governance leads to 

corruption, mismanagement and waste. Therefore, existence of good 

corporate governance within usiness 

environment for sustainable reforms is essential to prevent corporate 

scandals, frauds, civil and criminal liabilities within an organisation (Roy, 

2012, p.19).  
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3. Present State of Corporate Governance in India 

3.1 Introduction 

 The rapid pace of globalisation constrained corporate governance for 

organisational and country-wise benefits. Thus, the structural reforms and 

institutional frameworks are the prerequisites of good corporate governance 

for governments and corporations. The corporate governance sets 

within legally regulating boundaries. Moreover, adoption of international 

accounting standards for accuracy, clarity and transparency in disclosure of 

financial information is beneficial for the investors and users of financial 

information. Corporate governance is tangled with national development, 

productivity growth and cost of capital (Bijalwan and Shah, 2012, pp.2-3). 

The corporate governance norms and regulations in India are under constant 

refinement to attain balanced voluntary and mandatory approaches. Notably, 

Indian regulations are based on Anglo-Saxon model of corporate governance 

that limits its application in Indian business environment (Deloitte Touche 

Tohmatsu India Pvt Ltd., 2013; Kaushik et al., 2012, pp.4-5).  

3.2 Developments in Corporate Governance Code 

 Since liberalisation in late 1990s, Indian regulators, organisations and 

industrial representatives have undergone substantial efforts of corporate 

governance restoration in India. The structural reforms accelerated after 

Satyam scandal in 2009 (Deloitte Touche Tohmatsu India Pvt Ltd., 2013; 

MCA, 2009). The current Indian corporate governance regime associate both 

mandatory and voluntary requirements. Moreover, guidelines of Clause 49 

(2004) are mandatory for the listed companies. The economic expansion, 

foreign direct investments, increased presence of domestic and foreign 

investors and access towards global capital markets by being listed on 

distinct international stock exchanges stimulated restructuring of corporate 

governance laws in India (OECD, 2011; OECD, 2010; Afsharipour, 2010, p.1). 

The main focus of structural reforms was the structure and role of corporate 

boards, disclosure towards shareholders and internal controls (SEBI, 2003). 
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3.2.1 Milestones in development of Corporate Governance 

 

Figure No.1 

Source: Deloitte Touche Tohmatsu India Pvt Ltd, 2013 

 The Confederation of Indian Industry (CII) (

business association) st major corporate governance reform 

proposal in 1996 and designed taskforce for the development of corporate 

governance code within organisations in India. The desirable corporate 

governance code was proposed in 1998 for listed companies (CII, 2009). 

However, very few organisations voluntarily adopted these governance 

provisions. The SEBI appointed Birla Committee in 1999 to promote and raise 

corporate governance standard for listed companies. Birla Committee 

primarily focussed on the functional and structural improvements of 

organisational board and disclosures towards shareholders (NFCG Report, 

2002). The Birla committee recognised audit committee  and 

made detailed recommendations concerning the composition of audit board. 

Moreover, committee also recommended organisations to include 

Management Discussion and Analysis (MD&A) section in yearly report for 

more transparent disclosure of information for shareholders that was 

implemented in 2000 (SEBI, 2004).  

 The Enron scandal prompted adequate evaluation and improvement of 

Clause 49 that resulted in the establishment of Narayana Murthy Committee. 
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The main aim of Narayana Murthy Committee was to develop transparency 

and integrity of  and ensure compliance with 

corporate governance code in substance. The committee addressed issues of 

information disclosure towards shareholder, board and audit committee; 

however, profoundly focused on board structure of corporations and 

redefined independence of directors, nominee directors (ICSI Report, 2009; 

SEBI Report, 2003).  

 The Narayana Murthy Committee recommended training for board 

members in business model of organisations, quarterly reports on risk 

management strategies and business risk. Moreover, SEBI amended the 

Clause 49 in 2004; according to the recommendations of Narayana Murthy 

Committee. According to the committee, organisations should affirm 

accessibility of audit committee or unfairly treated whistle-blowers. 

Moreover, ce 

requirements in regards with corporate boards, audit committees, CEO/CFO 

certification of internal controls and shareholders disclosure that constituted 

major transition of governing and disclosure standards within Indian 

corporations (SEBI, 2013; Afsharipour, 2010, pp. 5-6).  

 The Ministry of Corporate Affairs formed Chandra Committee in 2002 

chaired by Shri Naresh Chandra to examine corporate auditing and 

independent directors (CII, 2009; NFCG, 2002). The Naresh Chandra 

committee made recommendations for disqualification of directors from 

assignments, prohibition on auditors for performing non-audit services and 

need of compulsory rotation of partner auditors. In 2004, Irani Committee 

was constituted under J.J. Irani, director of Tata Sons, Ltd. for the evaluation 

of Companies Act (1956) mainly considering merger of best global corporate 

governance practices with the needs of growing Indian economy. Moreover, 

these changes were applicable for all the corporations-listed and non-listed 

companies on stock exchanges. Thus, introduced new corporate governance 

framework for organisations in India. 
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 The Irani Committee recognised requirements for small organisations; 

thus, recommended wider set of organisational classification and 

exemptions for just than private or public firms (CII, 2009; Companies Bill, 

2009). The Companies Bill (2009) was introduced in Lok Sabha; thus, 

Standing Committee and Department of Finance examined bill in detail for 

further amendments (Companies Bill, 2012; MCA, 2009). In 2009, CII and 

National Association of Software and Services Companies (NASSCOM) formed 

Corporate Governance and Ethics Committee under Shri Narayana Murthy 

(Afsharipour, 2010, p.10; CII, 2009). The committee emphasized on 

stakeholders, shareholders rights, audit committee and whistle-blower 

policy.  

 

an overview of legal and regulatory initiatives towards escalation in number 

of women serving on corporate boards around the world. Since, the 

boardroom diversity and number of approaches to increase board diversity 

for executive and non-executive directors has been discussed since decades 

(Deloitte Global Services Ltd., 2011). Moreover, from corporate governance 

perspective the composition of individuals from distinctive backgrounds on 

board can improve organisational functioning and can bring different 

perspective on problems. The Ministry of Corporate Affairs proposed 

mandatory requirement for organisation having at least one female 

independent director amongst five or more independent directors on a board 

(Deloitte Global Services Ltd., 2011, p.10). The Companies Bill (2012) is 

expected to become law in 2013 considering Indian corporate legislation and 

current business practices. Companies Bill (2012) will replace Companies Act 

(1956) that will bring major governance improvements in Indian Corporate 

(Deloitte Touche Tohmatsu India Pvt Ltd., 2013). 
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3.3 Key Issues in Corporate Governance  

 The primary difference in enforcement problems is the corporate 

governance approach on disciplining the management and its accountability. 

The western approach toward corporate governance focusses mainly on the 

alignment of shareholders actions with regulating management actions; 

thus, ownership is reasonably dispersed. However, agency problems in India 

primarily exists between dominant-majority shareholders and stakeholders 

(Kaushik et al., 2012, p.25). These dominant or principle shareholders 

monopolise organisational resources to attend their own needs. The global 

directors and management of CEO succession (OECD, 2011). In Indian 

context, board of directors are not much empowered and subordinate to the 

shareholders. Therefore, conflicts between majority and minority 

shareholders becomes threat for corporate governance in India (ICSI, 2010; 

ICSI, 2009).  

 The board members and chairman of Public Sector Enterprises (PSEs) 

are usually appointed with the ministry led by bureaucrats rather than 

 console that may include political considerations for 

 strategic and operational decisions (MCA, 2009). Thus, 

ownership structures has adversely affected organisational performance. The 

Companies Act (1956), Central Vigilance Commission (CVC), Controller and 

Auditor General of India (C&AG) and Administrative Ministries governs 

mandatory corporate governance guidelines for Public enterprises. The 

MNCs in India have acquired better corporate governance compliance in-

accordance with global standards for transparency and accountability (OECD, 

2010). Moreover, MNCs at times have encouraged greater transaction risk 

for benefits of their parent companies that endangered interest of minority 

shareholders within Indian affiliates.  

 The Family-promoter owned business predominates Indian corporate 

sector where disproportionate control has been exercised (Kaushik et al., 

2012, pp. 8-9). The Family businesses have most complex business 

structures to prevent corporate governance abuses. There has been 
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enormous increase in market capitalisation of Indian family businesses. The 

s influence widely in directing and controlling 

organisational activities even though companies have large base of public 

shareholders and are listed on stock exchanges (Centre for Corporate 

Governance India, 2013). The superior position of these promoters control 

organisational resources and information (ICSI, 2010; ICSI, 2009). However, 

the recent legislative amendments in Indian constitution will provide 

necessary regulatory provisions for the corporations that may prove to be 

restrictive major for corporate frauds.  

3.4 Enforcement Challenges  

 Indian corporate governance framework provides one of the highest 

(Chakrabarti et al., 2007, pp.21-22). However, enforcement of these 

corporate governance norms is a vital hindrance towards movement of good 

corporate governance in India. The Public Enterprises and MNCs have 

witnessed advancement in terms of corporate governance standards. The 

Family businesses dominate Indian market where 663 out of 983 listed 

companies are family business (Credit Suisse, 2011). Moreover, promoters of 

these corporations exercise undue direct control over corporations.  

 According to PRS Legislative Research 1(PRS, 2009) has revealed that, 

there are 53,000 pending cases with Supreme Court, 4 million with High 

Court, and 27 million with various District Courts. This backlog of India  

judicial system raised pertinent questions on enactment for recovering dues 

of shareholders (PRS, 2009). The regulators such as SEBI, MCA and NSE 

shares jurisdiction in Indian market (Centre for Corporate Governance India, 

2013). However, they are bound to overlap. Notably, Civil Courts has been 

barred from hearings of corporate frauds; SEBI is entitle for such hearings 

and amount collected will go towards consolidated fund of India (Kaushik et 

al., 2012, p. 13). 

                                                           
1
 ** PRS Legislative Research (PRS) is an independent research initiative that works with the Members of 

Parliament (MPs) across party lines to facilitate research support on legislative and policy issues. 
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4. Research Methodology 

4.1 Introduction 

 In 1990s there was a development movement of new methodologies 

for carrying out studies of educational interventions under the label of 

research design (Collins et al., 2004, p.15). The research methodology is a 

vital step for construction of research design and methodology for collection 

of the data. The research design establishes an infrastructure for the 

researcher to collect and analyse data with an effective approaches 

systematically. Thus, research has been defined as, a systematic 

investigation or inquiry that is designed to collect, analyse, interpret, and 

use data to understand, describe, predict, or control an educational or 

psychological phenomenon or to empower individuals in such context  

(Mertens, 1998 as cited in Hà, 2011, p.190). However, complexity of research 

methods in recent times has been increased dramatically. The research 

benefits for an establishment of relationships among local and similar 

events. The distinctive theories refers to paradigms that influences the way 

of information is examined and elucidated. Thus, the features of these 

paradigms defines direction of research and forms basis for methodology 

and research design.  

 The research is a dialect that refers to search of knowledge. Research 

methodology directs towards systematic solution for research problems 

(Kothari, 2004, p.8). According to Bogdan and Biklen (1998, p.22) term 

According to Naughton et al. (2001, p.32) paradigm basically includes three 

elements- nature of understanding, approach and principles for validity. 

Moreover, Creswell (2003) and Neuman (2000) claims research methodology 

as interpretive framework. This chapter describes approaches that are used 

in order to identify gaps between theoretical framework of corporate 

governance and actual practices within organisations in India.  
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4.2 Research Paradigms 

 Mackenzie and Knipe (2006) classified theoretical research paradigms 

as positivist, interpretivist, constructivist, transformative and pragmatic are 

explained as follows:  

4.2.1 Positivist Paradigm 

 Positivist or Postpositivist paradigm is referred as scientific research or 

scientific method based on empiricist, rationalistic philosophy (Mertens, 

2005, p.8). This type of paradigm can be applicable for social world 

assumptions. The purpose of positivists is to assess theory or describe 

experience through observations and measurements. Moreover, the nature 

of this model is holistic, inductive intuitive and exploratory with the 

qualitative findings. However, this type of research is generally associated 

with quantitative data collection methods and analysis.  

4.2.2 Constructivist and Interpretivist Paradigm  

 Interpretivist paradigm is based on impact of understanding and views 

of a participant (Mackenzie and Knipe, 2006, p.198). This type of research 

mainly generates and develops theory or patterns rather than following 

existing theory throughout research process. Moreover, constructivist 

depends upon qualitative or a combination of both qualitative and 

quantitative techniques of data collection and analysis.  

4.2.3 Transformative Paradigm  

 Transformative paradigm deals with an inquiry of intertwined politics 

and political agenda that may contain transformation actions for 

participants, individuals or institutions. The combined data collection 

methods such as Constructivist and Interpretivist provides structure for 

further development using multiple perspectives (Mertens, 2005). 
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4.2.4 Pragmatic Paradigm  

 Pragmatic model does follow any systematic philosophy, however; it 

focuses on origin and type of research problems (Somekh and Lewin, 2005). 

The mixed methods of research can be used with the model. The Pragmatic 

model comprises research problems and application of distinctive 

approaches for the understanding of problem as a central activity. The data 

collection and analysis method provide insights into questions with zero 

philosophical loyalty (Creswell, 2003, p.11).  

4.3 Methodological Approach  

 According to Walter (2006) methodology is a frame of reference for 

research or overall approach of research linked with theoretical framework or 

paradigms and systematic modes used for data collection and analysis 

purpose.  

4.3.1 Quantitative and Qualitative Methods 

 The quantitative and qualitative methods are often used as data 

collection methods for distinct disclosures. These methods are referred to 

the different nature of knowledge, understanding, purpose of research, data 

collection and analysis, data representation and generalisation (McMillan and 

Schumacher, 2006, p.12). The qualitative data is represented using thematic 

explorations in the form of words, pictures, icons; however, quantitative data 

is represented through statistics in the form of numbers. Thus, these data 

collection methods can be used in combination according to the 

requirements of research. The qualitative and quantitative methods viewed 

as complementary for an investigation considering appropriate research 

paradigms (Thomas, 2003). Quantitative research is a phenomenon based or 

expressed in measurement of quantity or amount. The quantitative research 

forms basis for behavioural research and aims to analyse likes-dislikes of 

participants on particular things. Whereas, Qualitative research deals with 

qualitative phenomenon that primarily involves quality. This type of research 

also involves in-depth interviews (Kothari, 2004, p.3).  
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4.4 Research Process 

 The research process presents a brief overview that comprises series 

of actions or steps necessary for carrying out effective research. This type of 

research process helped in the formulation and validation of research 

methods opted in further development of the report. 

4.4.1 Research Problem 

 The Corporate governance has significantly attracted researchers due 

to the tremendous country-wise reforms. In India, corporate governance 

issues are deemed to be distinguishing in-comparison with distinct 

economies around the world. Thus, research has been conducted for the 

purpose of understanding and identifying problems of corporate governance 

in India. The pragmatic model of research and qualitative approach formed 

basis of the research methodology. The pragmatic model facilitated central 

activity of identifying problems and solutions for corporate governance 

problems in India. In terms of qualitative approach specific Indian 

organisations were selected and interviews were conducted. Moreover, 

relevant literatures of corporate governance in India are reviewed for the 

evaluation of previous findings in this area. The theoretical concepts of 

corporate governance contrast corporate governance practices in India, 

especially; Agency Theory.  

4.4.2 Overview of Literatures  

 According to Claessens and Yurtoglu (2012, p.65); Oman (2001, p.30); 

Shleifer and Vishny (1995, p.738), corporate governance plays vital role in 

stimulating capital flows within an organisation domestically and 

internationally. The suppliers of finance towards a corporation expects 

return on investment. The question of how these suppliers acquire profits 

from the managers and how do organisations monitor or control managers 

and prevent frauds are unaddressed. Basically, the role, need and importance 

of corporate governance within an organisation prompts for critical 

investigation. Moreover, role and composition of the board, relationship 
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between remuneration packages with executives performance and effects of 

ownership structures forms basis for the research. The corporate governance 

facilitates political and economic stability within the country. Furthermore, 

competence of legislative and corporate governance framework with Indian 

economy needs to be determined. The voluntary adoption of good self-

governance, incentive mechanism and agency theory can act as remedial 

problems and lac (Francis et al. 2013, p.70; 

Ananchotikul and Eichengreen, 2009, p.173; Rajagopalan and Zhang, 2008, 

p.55; Claessens and Fan, 2002, p.79; Khanna and Palepu, 2000, p.288; 

Dahiya and Gupta, 2001, p.3; Pic, 1997). However, India  corporate 

governance highlights these problems. The limitations of optimal design 

incentives, fear or distributive politics, role of voluntary mechanism in 

corporate governance are the major evaluation aspects.  

 The stock market and corporate governance relationships affected 

organisations and imposed challenges for Indian firms. Moreover, 

accounting regulatory bodies in the country has failed against disclosures 

and financial reporting norms (Raju et al., 2012, p.76; Dharmapala and 

Khanna, 2008, pp.27-33). The poor corporate governance settings in 

privatisation, relationships between changes in commercial ownerships and 

within corporate governance entitles for thorough investigation. The Indian 

corporate governance restructuring variations exempted number of 

organisations from complex regulatory frameworks. The concentrated 

ownerships mitigated corporate governance practices (Singla et al., 2013). 

Moreover, established links with auditors, diminutive protection of small 

investors, political connections and manipulation of stock prices hinders 

corporate governance of family owned corporate (Dahiya and Gupta, 2001, 

p.13). The major influential components of board dynamics and allocation of 

financial resources in concentrated business ownership structures needs 

critical evaluation. The family-owned business raises and dominates what 

kind of corporate governance appears questionable. The role of 

commercialisation, aspects of interaction between privatisation and 



MKM 227  University of East London 
Postgraduate Dissertation                                                                                       U1153960 

Corporate Governance: An Indian Perspective Disparities in Theory and Reality     Page 59 of 166  

corporate governance framework needs further critical evaluation. Moreover, 

co-operatively owned firms and governing issues seems to be unaddressed.  

 Institutional investment has established a relationship with 

organisational performance (Daily et al., 1998; Pic, 1997). Thus, role and 

governing means for institutional investors within the arena of corporate 

governance has to be verified. For example, voting or exit? Indian economic 

landscape provided substantial evidence for concentrated ownerships, 

domestic and international ownerships (Khanna and Palepu, 2000, p.288). 

The factors that determines enforcement problems in private and public 

sector, role of financial institutions in corporate governance alarms for 

questionable research. The dynamic aspects of institutional changes, 

corporate governance role to prevent corporate frauds and criminal liabilities 

needs to be assessed. Since, the institutional investors enhance credibility of 

minority shareholders (Claessens and Fan, 2002, pp.80-83). Interaction of 

financing with ownership structures, causes and relationship between 

institutional environment and ownership arrangements alarms for further 

evaluation.  

 The corporate governance mechanism is an operational plan equipped 

with legislative-regulatory framework for an organisation (Balasubramanian 

et al., 2008, p.6). The features of governance reforms considering 

organisational value, size and shareholders interest forms basis for critical 

investigation. Moreover, corporate governance mechanism privileges 

shareholders activism, organisational value and economic developments. 

Hence, provide means to attain organisational transparency and 

accountability (Roy, 2012, pp.17-19). The role of organisational value, 

specifications of controlling mechanism for owners and extent of 

organisational attention towards the enhancement of organisational value 

within regulatory framework of corporate governance encourage for critical 

evaluation.  

 Theoretically, Indian legislative framework is one of the highly investor 

protective regulator in the world (Chakrabarti et al., 2007, pp.21-22). 
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Therefore, can legal protection be the substitute for corporate governance 

and its effects on firm-specific governing mechanism needs detail 

evaluation. The establishments such as SEBI and NSE are under rigorous 

surveillance to eliminate frauds and encourage transparent trade practice. In 

Indian economy, higher growth rates considered major sustainable reforms 

(Chakrabarti et al., 2007, p.24). The integrity of government in shaping 

corporate governance practices and regulatory policies put forward under 

light of investigation considering major political and corporate scandals. 

Moreover, incompetence of existing accounting norms seeks compulsory 

adoption and implementation of International financial Reporting Standards 

(IFRS) to stimulate foreign direct investment and formulation of transparent 

and accountable financial information. Moreover, enforcements such as 

compulsory adoption of clause 49 listing agreement (2004) for corporations 

may opt good corporate governance policies. 

4.4.3 Research Design  

 The construction of research design is based on type of research 

questions established from theories in relevant literatures of corporate 

governance. The pragmatic model of research and qualitative method helped 

in construction of appropriate interview questions for management in 

organisations in India. The data was collected primarily through interviews 

conducted over telephone and Skype due to distinctive geographies and 

economic problems in conducting interviews in-person. Thus, designed 

method of research has proved to be efficient and cost-effective. The 

stipulated time period and availability of resources for data collection opted 

this specific design of a research study. 

4.4.4 Research Population 

 The research population consists of small, medium and large 

organisations owned privately, publicly and government-controlled within 

India. Moreover, medium and large organisations are listed on NSE. The 

respondents of interviews are the members of top management in selected 

sample organisations. 
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4.4.5 Sampling Procedure 

 The method of purposive sampling is used as specific organisations 

are considered for the data collection purpose. Since, non-probability 

meet the purpose of the study (Kothari, 2004, p.59). The selection 

judgements of these organisations was based on operational complexity and 

governance problems within SMEs, MNCs and Government institutions. 

4.4.6 Validity and Reliability of Data 

 The sincere attempt was made for an assessment of organisational 

level corporate governance problems within corporations in India. The 

research instrument was designed to collect desired information and effort 

was made to prevent obscurities in the instrument. The introductory letter 

clearly stated the purpose of study that was emailed to the respective 

organisations and author of this report personally discussed contents with 

regards to the interview questions. Moreover, the respondents were 

professionals and expected to have knowledge and understanding of issues 

under enquiry.  

4.4.7 Research Limitations 

 The samples for research were limited to selected sample 

organisations. Moreover, only restricted number of organisations agreed for 

the purpose of the interview. The follow-up activity was implemented 

through personal and employees of sample organisations. Thus, higher level 

of response was expected; however, achieved level of response considered 

to be sufficient for the purpose of study.  
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5. Data Analysis 

5.1 Introduction  

 In essence, this research study is mainly concerned with the 

prerequisites of good corporate governance administration. Moreover, this 

report aims at identification of issues in followed corporate governance 

practices within MNCs, SMEs and Government Institutions in India. The 

fundamentals of any business encompasses wealth creation for all the 

parties that are partly or fully involved in organisational activities. The 

corporate governance promulgates interactions between management, 

shareholders and stakeholders of an enterprise in the pursuit of wealth 

creation. Corporate governance formulates regulatory structural device to 

bring desirable features of high standard accountability, transparency, 

disclosure norms, ethical conduct of directors and managers for increased 

organisational performance, growth and long term endurance.  

 In the absence of scrutiny and equilibrium in corporate governance 

mechanism within an organisation may encourage management for 

malpractices, frauds and can cause stakeholders scarcity. The growing 

number of corporate frauds and corporate governance abuse in India, 

compelled need for identification of governance problems and rectification 

of corporate governance mechanism. This chapter aims to interpret the data 

obtained through adopted methodology; moreover, formulate strong 

arguments based on literatures and findings. The following analysis clearly 

states and validate research questions based on corporate governance 

practices within different corporations in India. 

5.2 Primary Analysis 

 The primary data collection is based on interviews and annual reports 

of the sample organisations. This study specifically investigate issues of 

corporate governance practices in Indian MNCs, SMEs and Government 

institutions according with the stated corporate governance norms in India. 

Moreover, all the existing issues are discussed based on responses received. 
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5.2.1 Type of Organisations 

 

 

 

 

 

 

 

Graph No. 1 

As shown in Graph No.1 above, samples of distinctive type of business 

forms such as MNCs, SMEs, Professional Associations and Non Profit 

Organisations (Other) has been collected to analyse corporate governance 

practices and issues. Out of total number of corporates interviewed 39% are 

from MNCs and 38% are from SMEs. The remaining executives interviewed 

are of professional bodies and industrial organisations, 8% and 15% 

respectively. 

5.2.2 Ownership Type  

 

 

 

 

 

 

 

    

        Graph No. 2 

 According to Graph No.2 Above, out of total number of sample 

organisations 54% are private sector and 23% are public sector organisations. 

This clearly signifies dominance of private corporations in Indian businesses. 
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Moreover, professional bodies and industries association (Other) contributes 

15% and 8% of the research samples respectively. 

5.2.3 Board Composition 

Graph No. 3 

 The Graph No. 3 exhibits that, the non-executive directors dominates 

the total number of directors on board in all investigated organisations. 

Interestingly, the number of non-executive directors in Professional and 

Industrial associations (Other) comprises approximately doubled the number 

of executives on board. Interestingly, it is noteworthy that two of SMEs had 

no executives on the board.  

 As per analysis, within the composition of male and female members 

on board male members dominates female members in all organisations. 

However, number of female board members were more in MNCs and 

Industrial association (Other) than the number of female board members in 

SMEs and Professional associations. Thus, composition of board within 

MNCs, Professional and Industrial association (Other) is more diverse than in 

SMEs. 
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5.2.4 Role of Directors 

 The board members of sample organisations performs distinctive 

functions classified on the basis of nature of a sample firm. The duties of 

directors in MNCs basically includes re-structuring of organisational 

strategy, monitoring financial, legal and ethical performance, risk 

management, regulating and advising senior management team. The 70% of 

directors in MNCs performs additional duties such as periodic reviews of 

corporate succession planning and corporate social policies. Moreover, 85% 

of directors of these organisations are chairmen and executives in the public 

listed companies and are also involved with various government bodies in 

India. Interestingly, these corporates clearly stated that ensuring the 

execution of corporate direction and control in-accordance with 

shareholders interest and value is the primary role of board members. 

 The samples of SMEs are private family-managed organisations. Out of 

total number of SMEs, 75% of members on board and Chairmen has direct 

and indirect control over organisational activities. Moreover, board members 

play significant role in decision making, strategy making policies, 

formulation of committees, internal control, appointment of non-executive 

members, establishing corporate governance structures. 85% of directors 

lead the day to day organisational activities. Moreover, Non-Executive has 

significant role play in evaluating and advising on business strategies, 

mentoring, providing knowledge and experience. The 63% of directors play 

additional tasks such as business success planning and raising corporate 

governance standard within the organisations to ensure executives 

understand compliance obligations with the code of conduct. The directors 

of professional and industrial associations (Other) perform relatively similar 

but, additionally different activities as being involved with the government 

bodies. The major role of these directors comprises identification of 

emerging challenges in corporate governance structures, development and 

reinvention of action solutions, strategic and organisational decision making 

policy suggestions and action agendas for distinctive sectors. Moreover, 
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these directors also perform important functions such as key appointments, 

risk management, sustainable development and standards of conduct. 

5.2.5 Highest Qualification/ General Board Qualification 

Graph No. 4 

 As presented in Graph No.4 above, members of board in MNCs, 

professional and industrial associations (Other) possess highest 

qualifications as compared with board members in SMEs. Moreover, 6 

s comprises from the field of 

Engineering, Accountancy, Finance and Science, IT, Law and Management.  

 The respondents of professional and industrial associations (Other) 

holds professional qualifications such as Charted Accountant (CA), Company 

Secretary (CS). Interestingly, one of the respondent in SMEs hold doctorate 

degree in management. The analysis has also revealed that, MNCs, 

professional and industrial associations (Other) has high number of highly 

qualified members on board comparatively minimal qualified members in 

SMEs. Surprisingly, only one of the respondents from SMEs possessed 

professional qualification.  
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5.2.6 Experience of Board Members 

 

Graph No. 5 

 The Graph No.5 above represents that, the respondents of MNCs, 

professional and industrial associations (Other) are highly experienced as 

compared with the respondents of SMEs. Moreover, 60% of respondents and 

members of board possess more than 20 years of experience. However, only 

20% out of total respondents has lesser experience than of 15 years. 

 According to the responses received, high number of other board 

members possess minimum 15 years of experience. However, board 

members in SMEs has more than 10 years of experience. Interestingly, one of 

the respondents in SMEs quoted that, board members comprises relatively 

young-professionally qualified members with minimum years of experience. 

The analysis has also revealed that, MNCs, professional and industrial 

associations (Other) has high number of experienced members on board 

comparatively lower in SMEs.  
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5.2.7 Salary Range 

Graph No. 6 

 According to the Graph No.6 above, 90% and 10% of SMEs board 

members were salaried less than £5,000 and £10,000 respectively. The 

executives of 70% in MNCs were paid more than £15,000; whereas, only 30% 

of MNCs members of board were compensated less than £10,000. As 

compared with remuneration packages in MNCs, board members in 

professional and industrial associations (Other) were salaried low as 

£10,000.  

5.2.8 Remuneration Policy 

 The remuneration policy has driven individual executives towards 

performance and organisational success

compensation policies attract, retain, improve and stimulate high 

performance of workforce. 90% of MNCs respondents follow mixed 

compensation strategies based on performance that comprises fixed pay, 

benefits and variable pay. The executive and non-executive directors  

remuneration encompasses allowances, benefits, perquisites as fixed 

constituent and commission as flexible constituent. The board members 
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reviews performance of non-executives annually. 60% of MNCs respondents 

revealed that, board members fix any fees/compensation including stock 

options and sitting fees payable towards non-executive directors within the 

limits agreed by shareholders. Moreover, the calculation of commission is 

based on reference in financial year particularly; 

according to the sections 198 and 309 of Companies Act, 1956. One of the 

respondents has quoted that, the terms of referenc

remuneration are as per the guidelines within Clause 49 and in-

accordance with NSE that includes formula  policy on 

specific remuneration packages for directors. 

 The 65% of SMEs respondents revealed that, they do not retain any 

transactions or pecuniary relationship with non-executive directors 

excluding payment of sitting fees and settlement of expenditures occurred 

for travel, attending board and committee meetings. The sitting fees are 

compensated as per provisions within Companies Act, 1956. According to 

20% of the SMEs respondents, no other compensation is paid towards board 

members except commission at 2% and 0.5% of the net profit in 

accordance with section 349 of the Companies Act, 1956. Furthermore, no 

other performance related incentives were paid to the board members. 

However, 10% of SMEs respondents quoted that, in-view of accumulated 

losses, no commission has been paid towards board members for the year 

2012. Surprisingly, severance fee and performance-linked incentives are not 

stipulated at their terms of appointments.  

 The professional and industrial associations (Other) strongly 

encourage and propagate a culture of empowerment, professionalism and 

creative freedom. Thus, compensation packages consists of base 

remuneration, perquisites and performance-based incentives. Moreover, 

analysis has also revealed that, the remuneration packages towards 

members of board has significant ties with the performance. The 

remuneration policies and practices are in-line with current market dynamics 

and remain commensurate with industry norms in-compliance with 

Companies Act, 1956. 
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5.2.9 Training Programmes  

 The directorship carries distinct liabilities and benefits. Thus, 

members of board needs to undergo various training and development 

programmes. Respondents has revealed that, corporations particularly invest 

as on-job and classroom-based trainings, external certification-based 

courses, technology-enabled learning and offer sponsorships for 

professional education. Out of total number of respondents 78% answered in 

affirmative while 22% in negative for providing sponsorships towards 

professional development in their respective trade. 69% of respondents 

confirmed that, organisations conduct several learning and development 

programmes comprising Professional Development Programme (PDP) and 

initial learning programme (ILP) for improving workforce productivity and 

competencies in technology, domain and processes to enhance human 

capital value, address business demand and provide opportunities for 

experimental leadership learnings.  

 In addition to internal professional programmes and workshops, the 

top and middle level management are trained through various programmes 

offered within reputed management institutes nationally and worldwide. The 

training programmes are designed for members through seminars, 

workshops based on emerging issues and changes in corporate laws, 

corporate governance, corporate social responsibility and other matters of 

interest. Remarkably, all MNCs respondents had undergone professional 

development programmes comparatively less in SMEs. The respondents from 

MNCs, professional and industrial associations (Other) has also revealed that, 

programmes such as Leadership Development Programme (LDP), Executive 

Development Programme (EPD) and Management Skills Orientation 

Programme (MSOP) are specifically conducted for board members and 55% 

have recently attended these programmes. Only 30% of SMEs respondents 

had recently undergone management development programmes. 
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5.2.10 Audit Committee  

 According to the responses received, audit committee within an 

organisation reassures the existence of a competent internal controlling 

environment towards the board members. As, the audit committee is 

authorised to scrutinise any action and trail any required information from 

an employee within its terms of reference. The analysis has revealed that, the 

respondent organisations has board level audit committee that acts as a link 

between board of directors, management, statutory and internal auditors 

that administers financial reporting process. Moreover, 70% out of total 

number of respondents has committee presently comprises of number of 

maximum non-executive directors than executive directors. 25% of 

respondents revealed that, their audit committee encompasses only of non-

executive directors. According to the 72% respondents, internal auditors and 

statutory audit partner such as, M/s. Deloitte Haskins and Sells, S.R. Batliboi 

and Co., Ernst and Young Private Limited etc. oversees internal audit 

activities in-line with international practice. Moreover, 54% respondents 

quoted that, the outsourcing of internal audit function produced better 

results and added more value towards current process. 

 Interestingly, respondent organisations has implemented usage of ERP 

system to record data for accounting, consolidation and management 

information purpose that connects with different locations for efficient 

exchange of information. It was found that 62% of SMEs responded were in 

favour of professional auditors such as chartered and cost accounting firms, 

independent external auditors (40% of total sample enterprises); another 

substantial number of the respondents said that, the internal employees 

perform audit function (40% of total sample enterprise) and about 4% 

through finance and account advisors. Most of the organisations believed 

statutory auditors should be independent from any influence. Interestingly, 

professional and industrial associations (Other) appoints auditors each year 

based on rotational policy for an audit function. According to the 

respondents some of the recent statutory auditors comprises of M/s. Thakur 

Vaidyanath Aiyar & Co, M/s. G C Sharda & Co. 
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5.2.11 Risk Management and Internal Control 

 According to the respondents, organisations had undergone enduring 

process of risk evaluation and management. The 95% of respondents has a 

comprehensive risk management policy and board of directors periodically 

reviews this process. Moreover, during the period under review, 

presentations are arranged on critical risk aspects and respective units 

formulate mitigation plans towards board members. The 75% of respondents 

has revealed that, the live demonstration of an online Risk Management Tool 

is also used for more clarity in this process. Interestingly, 100% of MNCs, 

professional and industrial associations (Other) and 25 % of SMEs has framed 

an Enterprise-wide Risk Management (ERM) programme based on (COSO) the 

Committee of Sponsoring Organisations of Treadway Commission 

framework.  

25% of the SMEs entrepreneurs said that, they found ERM programmes 

expensive and complex for their organisations. Interestingly, one of the 

respondents quoted that, they rely only on experience of top management. 

One of the respondents has quoted that, Risk Management Group (RMG) and 

Finance Group performs under the supervision of risk management 

committee and Board. The risk management framework ensures that various 

risks are understood, measured and alleviated. Moreover, established 

procedures and policies that addresses these risks are strictly adhered too. 

The analysis has revealed that, risk management and internal control has 

direct relationship with the overall functioning and growth of an 

organisation. Moreover, ERM programmes benefits identification of risk 

across various levels of the organisation such as strategic, operational, 

financial and compliance-related risks. This also includes risk assessment 

and mitigation at distinctive levels within an organisation such as 

organisational, functional division level, project and relationship level. Thus, 

risk management framework facilitated sample corporations in positioning 

down procedures to notify directors about the risk assessment and 

minimisation procedures. Moreover, periodic reviews of these procedures 

benefited executives to control risk through properly defined framework. 
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5.2.12 Compliance with Clause 49 and Disclosure Norms  

 According to the respondents  interest 

and organisational behaviour corporations require constant and effective 

regulator surveillance. The systematic adjustments of capital markets in 

domestic and international financial flows require constructive supervision 

on corporate governance. Moreover, good corporate standards calls for 

professional vigilance. The clause 49 has been overarching legal provisions 

in-accordance with corporate governance framework. Corporate governance 

adjustments has provided framework with respect to rules, board and 

committee composition, discloser 

regulations of auditors, risk management and internal control for the 

organisations.  

The analysis has also revealed that, the respondents has been 

benefited from Clause 49 of the Listing Agreement. Thus, regulatory shift in 

policy making with global reforms has ensured organisational liquidity and 

improved investor  confidence towards established practices. 69% of 

respondents has revealed that, Clause 49 facilitated in creating awareness 

about directors roles and responsibilities. Thus, compliance with current 

corporate governance standards seems to be increasing. The respondents 

has also quoted that, the nature and qualification of benefits flowing from 

robust corporate governance mechanism is an influencing factor from the 

investors  perspective. 72% respondents posited that, their organisations 

comply with some non-mandatory guidelines of Clause 49. Moreover, 36% 

out of total number of respondents has adopted non-mandatory suggestions 

on independent directors and whistle-blower policy for the improved 

corporate governance performance within an organisation.  

 According to the analysis, independence of board members and 

various committees has facilitated unbiased and insightful leadership. 

Therefore, organisations should not only attempt to meet recommendation 

of Clause 49 but also implement measures to mitigate risk that impacts 

shareholders value. Some of the respondents quoted that, in case of non-

independent chairman 50% independent executives on board is a stringent 
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requirement because of the critical functioning of executive directors that 

can increase board size. However, some responded that, the independent 

review system is crucial for smooth functioning of any organisation. The 

segregation of chairman and CEO benefits organisational transparency, 

professionalism and accountability. However, 10% of SMEs respondents 

quoted that, the segregation of chairman and CEO is insufficient in the 

inherent family cultured organisation than professional set-ups. 78% of 

respondents quoted that, there are inadequate procedures for the 

adjustments of new directors within specific organisational environment 

regardless of their knowledge and experience in relevant industry. 

Interestingly, only 63% of respondents believed that, independent directors 

should communicate and express opinions with full independence; whereas, 

15% did not commented much about independent directors. Moreover, 36% 

of respondents quoted that, distinctive business environments demand 

distinct approaches; therefore, tenure of independent directors should not 

be defined.  

According to the responses received, provisions of audit committee 

provides framework for assessing internal control. However, weak vigilance 

on external audit firms may encourage fraudulent representation of financial 

information. The number of respondents has quoted that, joint auditors 

increase operational cost rather than necessary audit quality. The most of 

the respondent organisations follow standard practice of quarterly board 

meetings. However, Clause 49 dose not set the upper cap on the number of 

board meetings. The respondents has appreciated new provisions within 

Companies Bill (2012) towards the usage of electronic means for board 

meetings than physical conduct of meetings. It has enhanced seamless 

connectivity amongst members. The analysis has revealed that, most of the 

respondents comply with the disclosure norms as per SEBI. Surprisingly, 

some of the respondents were hesitant to comment about the compliance 

with disclosure norms of Clause 49. 
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5.2.13 Adoption of IFRS 

The analysis has revealed that, the globalisation of Indian economy 

has created need for adoption of (IFRS) International Financial Reporting 

Standard to bring more uniform and transparent practices for satisfying 

needs of wide users of financial information. MNCs Respondents quoted 

that, the adoption of IFRS may benefit in raising overseas capital due to 

better quality and comparability within financial statements and information. 

The organisations will benefit in preparation of consolidated statements that 

can result in reduced time and cost in the preparation of financial statements 

in different territories. However, lack of training programmes, impact on tax 

system, reduced competition, poor communication between groups, limited 

knowledge transfer, failure of effective communication between 

shareholders, board members, audit committees and investors has restricted 

implementation of IFRS in India.  

 Interestingly, SMEs respondents were positive about IFRS but appealed 

to be hesitant in adoption and implementation of IFRS in business 

environment. 25% of SMEs respondents highlighted key issues in 

implementation of IFRS such as extensive financial cost, lack of trained 

professionals, time and cost involved in maintaining accounts, major 

domestic investments, legal and regulatory framework. However, 

respondents also quoted that, adoption of IFRS may raise global capital at 

low cost, increase benefit in expansion and growth of 

corporations. The analysis has revealed that, the issues and manipulative 

disclosure practices in accounting system in India has put forward need for 

convergence but significantly adoption of IFRS. 

5.2.14 Benefits and Necessity of Corporate Governance 

 According to the responses received, corporate governance 

contributes towards organisational efficiency and economic 

development. The good corporate governance practices has facilitated most 

of the respondent organisations towards decision making freedom of board 

members on progress and innovation within an established framework. The 
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ethical norms of corporate governance has benefited most of the 

respondents in attracting investors and human capital domestically as well 

as internationally. The corporate governance has also benefited 

establishment of relationships between shareholders and credibility to retain 

capital for long-term. The analysis has revealed that, the good corporate 

governance practices have added considerable value towards operational 

performance of the respondent organisations. Moreover, adoption of 

corporate governance norms has built confidence in shareholders and 

stakeholders. Some respondents has quoted that, corporate governance 

practices has reduced perceived risk and capital cost.  

 The respondents has expressed a need of good corporate governance 

practices within Indian organisations. Since, corporate governance system 

deals with directing and controlling organisational activities, stimulating 

corporate accountability and transparency. In India, the good corporate 

governance practices can benefit all forms of organisations in attaining 

corporate objectives and ensuring adequate disclosures, effective decision 

making, organisational transparency and statutory compliance, protection of 

and ethical behaviour of corporates. The respondents 

has quoted that, the implementation and adoption of good corporate 

governance within Indian organisations can prevent fraudulent behaviours 

and corporate risk that has startled global investors. Moreover, constant 

effort towards improvement of operational performance with directed firm-

specific values forms the base for good corporate governance. Furthermore, 

corporate governance establishes strong value impelled facet such as 

learning, trust, commitment, integrity, teamwork, quality, discipline, respect, 

transparency and customer orientation. The analysis has also revealed that, 

corporate governance directs conduct of organisational undertakings with a 

fair-view for shareholders benefits and rights. This framework provides a 

tool for control and prevent interest conflicts within involved parties. 

Moreover, corporate governance integrates economic and more importantly 

social involvement of corporates.  
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Interestingly, most of the respondents has quoted that, an attempt of 

Indian organisations is not only towards organisational growth and long-

term enhancement of shareholders value and wealth, but also towards 

socio-economic development that seems to be principle during current 

movement of legislative reforms in India. Remarkably, number of respondent 

corporates generate domestic and worldwide employment opportunities. 

Moreover, most of the corporates have facilitated development programmes 

for economically backward  namely educational scholarships, health 

and environment programmes for better living of the community. 

5.2.15 Corporate Governance in India- Practices, Problems and Solutions 

 Accor corporate governance 

reforms has stimulated capital flows and attracted financial suppliers within 

MNCs at large and comparatively low in SMEs. The basic phenomenon of 

corporate governance has provided stringent controlling and directing 

mechanism for Indian corporates. Moreover, after the Satyam scandal Indian 

regulators had pronouncedly stringent corporate governance norms for all 

organisations. The new Companies Bill (2012) and Clause 49 of listing 

agreement are stringent; thus, may encourage ethical behaviour and prevent 

corporate frauds. Furthermore, adoption of voluntary guidelines can benefit 

Indian corporates. One of the respondents has quoted that, regardless of 

corporate governance reforms it is the duty of executives and organisational 

participants to accept and adopt these changes for betterment of 

corporations as well as shareholders and ultimately of a country. However, 

direct-indirect interference of political institutions has been a major 

troublesome in recent period. Some respondents believed that, separation of 

SEBI as a watchdog may cultivate good corporate governance practice in 

India.  

 According to the respondents, private companies and particularly SMEs 

should exercise separation of chairmen and CEO as guided in Companies Bill 

for better organisational performance and growth. SMEs and family-owned 

businesses can build confidence in shareholders, attract investors and set 
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pitch for internationalisation of their business activities. However, lack of 

incentives and training towards management has been deforesting corporate 

governance mechanism in SMEs. Thus, debt restructuring mechanism may 

manipulate concentrated ownership structures in Indian organisations.  

 The analysis has revealed that, institutional investors and government 

policies are changing in favour of SMEs to increase shareholders credibility 

and instigate overall organisational development. Some of the respondents 

has appreciated publications of SEBI on corporate governance guidelines 

especially for SMEs. Interestingly, most of the respondent organisations have 

registered their interest for adoption of IFRS due to incompetence of Indian 

accounting standards in current globalised business world. Moreover, the 

relationships with accounting firms and external auditors plays manipulative 

role in the disclosure of financial information. The dominance of majority 

shareholder and minority shareholders has been a primary agency problem 

in India. However, strict disciplining of shareholders can be the key solution 

of a problem.  

 One of the respondents has quoted that, instead of waiting for laws to 

change adoption and implementation of ethical and good corporate 

governance is better for overall organisational development. Moreover, 

corporate governance in India can be strengthen through an ethical 

behaviour of the society on whole. The enforcement of compulsory adoption 

of clause 49 guidelines and IFRS can inject drastic progression within Indian 

corporate sector. Some of the respondents were concerned with active 

participation of SEBI in this process. According to the respondents, SEBI can 

conduct corporate governance audits and periodic reviews to understand 

difficulties in implementation and adoption of corporate governance norms 

based on distinctive business forms. Furthermore, these practices may 

ensure implementation of good corporate governance mechanism in the 

country. 
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5.3 Findings 

 Indian business sector is the composition of diverse business forms; 

however, private sector especially family-owned businesses dominate Indian 

corporate sector. Most of the respondent organisations comply with s 

norms in-regards with the composition of board in case of executive or non-

executive chairman and number of independent executives; as independent 

executives facilitates sources of investments, ideas, experience, knowledge 

perspective on introduction of women 

members on board has improved diversification of board within MNCs, 

Professional and Industrial association (Other) than in SMEs.  

 The directors on board of MNCs, professional and industrial 

association performs advisory role; whereas 75% board members of SMEs 

respondent are involved in daily organisational activities. This type of 

involvement of board members can excel and deteriorate SMEs in long run. 

Interestingly, high number of directors also serve on distinct organisational 

boards. The executives on board are well-qualified and also possess 

professional qualifications in their areas of service. The board members in 

MNCs, Professional and Industrial association has extensive experience; 

whereas, SMEs has combination young experts and experienced members on 

board. The directors' of MNCs, professional and industrial association are 

highly paid as compared with SMEs that may set parameters for their 

performance on board and ultimately of organisation on whole.  

The remuneration policy substantially influences board members 

performance. The executives and non-executives of MNCs and professional 

strongly believes that, organisational performance 

 packages. Surprisingly, 65% of SMEs 

do not entertain any relationship with non-executive directors that may 

restrict organisational and ultimately shareholders growth. Indian 

organisations are seems to be complying with legislative norms and moving 

towards excellence of their executives for extensive organisational results. 

The 69% of enterprises provide training programmes for directors and 

employees. All the directors of MNCs, professional and industrial association 
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has undergone corporate governance programmes such Leadership 

Development Programme (LDP) and Executive Development Programme (EPD) 

whereas; comparatively low number of SMEs respondents has recently 

undergone such development programmes.  

The audit committee of the organisations has provided reassurance 

towards the board to maintain effective internal controlling environment. 

Moreover, audit committee is accredited to review any organisational activity. 

The audit committee serves as a linkage between directors, management and 

internal and statutory auditors as well as administers the process of financial 

reporting. 70% of organisation has executives and non-executives on audit 

committee whereas 25% of organisations comprises only of non-executives 

on audit committee. Interestingly, high number of organisations has 

implemented ERP; whereas, SMEs depends on professional accounting firms, 

employees and independent external auditors. Interestingly, professional 

and industrial associations (Other) exercise rotational audit policy for the 

prevention of frauds. The high substantial number of organisations has risk 

management and internal control policies in place such as ERM due to direct 

relationship of these functions with organisations operations and growth. 

Interestingly, some of the SMEs rely on experience of top management 

whereas, financial enterprises has formed risk management groups under 

the supervision of board members. The organisations strongly believes that, 

risk management function analyses and mitigate risk involved at the 

different levels of organisational activities.  

The clause 49 has been overarching legal provisions in-accordance 

with corporate governance mechanism. These Corporate governance 

adjustments has provided an effective framework with respect to guidelines 

for board composition, for discloser norms on and 

regulations for auditors, risk management and internal control for the 

organisations. The organisations has benefited from Clause 49 of Listing 

Agreement. The regulatory shift with global changes in policy making has 

ensured organisational liquidity and improved confidence towards 
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established practices. Interestingly, 36% of respondents has adopted non 

mandatory suggestions on whistle-blower policy and independent directors.  

The provision in Clause 49 on independent directors and separation of 

ownership has provided organisations with unbiased leadership whereas, 

some respondent found these requirements more stringent. It has been 

found that, there are inadequate procedures for the adjustment of new 

directors within specific organisational environment; moreover, limited 

tenure of directors seems to be less appreciated. The weak vigilance on 

external audit firms may encourage fraudulent representation of financial 

information. Moreover, joint auditors do increase cost rather than necessary 

audit quality. Clause 49 dose not set an upper cap on the number of board 

meetings. The new Companies Bill provides electronic means of board 

meetings than physical meetings that has enhanced seamless connectivity 

amongst members. The most of the respondents comply with the disclosure 

norms of SEBI. The Indian organisations has appreciated move towards 

convergence with IFRS. MNCs can benefit adoption of IFRS in the process of 

internationalisation; however, SMEs are hesitant towards adoption of IFRS 

instead of problems in current Indian accounting standards. There are issues 

related with the IFRS in regards with cost, trainings, investments and 

 

The corporate governance framework has benefited enterprises in 

aspects of decision making, ethical behaviour, operational risk, increased 

foreign and domestic investments, strong shareholders relationships, fraud 

preventions and ultimately added towards organisational value. The Indian 

organisations quoted the need of good corporate governance practices due 

to convergence with global economy. The Indian corporates seems to be 

involved with social development programmes. Moreover, the corporate 

governance mechanism has been widely practiced phenomenon in India 

irrespective of issues within practices. Interestingly, enormous number of 

SMEs are turning towards corporate governance as socio-economic 

successive tool rather than only stringent mechanism. Thus, corporate 

governance reforms are major capital stimulating factor for organisation in 
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India. The corporate governance has facilitated stringent directing and 

controlling mechanism to prevent corporate frauds. However, the source of 

organisations adopt 

and implement strict ethical norms at organisational as well as personal 

level. The major reforms in Companies Bill and Clause 49 of listing 

agreement provides and encourages means of ethical practices within Indian 

corporate sector.  

The political system in India play manipulative role towards some 

organisations. Furthermore, division of SEBI and other regulating bodies as a 

watchdog on corporate activities may inject operational benefits at large. The 

separate ownership norms has not been increasingly adopted in SMEs; 

whereas, MNCs seems to be positive about these structural reforms. Thus, 

this may continue manipulative activities of directors and chairmen in SMEs 

and restrict means of global organisational expansion. However, adoption 

and implementation of good corporate governance mechanism can develop 

organisational health for long term. The problems of dominance and 

conflicts of majority-minority shareholders became devastating fact for 

Indian organisations. Thus, implementation of debt restructuring mechanism 

can prevent such problems. The personal relationships with the external 

audit firms plays questionable role that disturbs shareholders confidence. 

Therefore, organisations has registered their interest for the adoption of 

IFRS. Moreover, corporate governance audits and periodic reviews of SEBI at 

both implementation and adoption level can procure key changes in the 

Indian corporate governance practices. 
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6. Conclusion and Recommendations 

6.1 Conclusion 

 The corporate governance is a sole mechanism that facilitates reform 

agenda comprising improved supervision, capital market and financial 

institutional regulations, adaptive microeconomic and exchange rate policies 

for new open financial environment and better competitive policies 

(Ananchotikul and Eichengreen, 2009). The incompetent corporate 

ownership structures, failures of board, distressed shareholders activism, 

non-transparent accounting practices and disclosures, frauds and 

malpractices of corporates are the causes of corporate governance 

predicament in India (Som, 2006). Moreover, corporate governance 

structures in India are evident to be incompetent, and unsuccessful due to 

high competition and economic deregulation (Dahiya and Gupta, 2001; 

Khanna and Palepu, 2000). However, improved corporate governance can 

contribute towards an establishment of international financial markets and 

facilitate productivity growth. Thus, problems of corporate governance 

abuses can be dissolved through regulatory market forces and capitalised 

market (Kaushik et al., 2012, Varma, 1997).  

 The agency problem arises in low investment protected countries; thus 

establishment of good corporate governance mechanism is significant in 

these countries (Francis et al., 2013). The paradigm shift of corporate 

governance exposed top level management towards new set of challenges in 

India (Sharma and Gupta, 2012). Moreover, corporate governance norms for 

separation of ownership has not been increasingly adopted within Indian 

corporations yet; though, this type of corporate behaviour can manipulate 

activities of directors, chairman and may restrict organisational growth (Luo, 

2013; Dutta, 2006). Thus, separation of CEO and chairman is insufficient in 

inherent family cultured organisation than in any professional set-ups. As a 

result, positive relationships between organisational value and managerial 

holding beyond certain threshold is constant with the fact that many Indian 

corporates are typically family-dominated (Sarkar and Sarkar, 2000). The 

for Indian 
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corporate sector (Varma, 1997). Therefore, debt mechanism can be 

implemented as disciplining mechanism to comprehend agency problems 

between management and outside stakeholders (Dwivedi and Jain, 2005; 

Sarkar, and Sarkar, 2005). However, debt mechanism can impose positive or 

negative effects on organisational value, growth and performance. Thus, any 

single corporate governance model cannot be pertinent (Shleifer and Vishny, 

1997).    

The findings suggests that, Indian business sector is a composition of 

distinct types of business forms; however, private sector especially family-

owned businesses dominate Indian corporate sector (Kumar and Singh, 

2013; Fan and Wong, 2005). The board of directors are primary internal 

controlling mechanism; moreover, directors act as shareholder 

representatives and perform monitoring and strategic functions within an 

organisation (Singla et al., 2013). Thus, appointment of professionally 

trained-qualified executives and non-executives is significant due to the 

benefits attached with them such as source of investments, ideas, 

experience, knowledge and expertise (Aggarwal and Kaur, 2012). However, 

corporate governance must not be consigned exclusively on independent 

 regardless of (Pergola and Joseph, 2009). The 

remuneration policy significantly influences board members performance 

(Kakabadse et al., 2001). However, SMEs may not retain any relationship with 

non-executive directors that may restrict organisational and shareholders 

growth. Moreover

dominance and weak monitoring structure can hamper corporate governance 

mechanism within an organisation (Rajagopalan and Zhang, 2008).  

The major reforms in Companies Bill (2012) and Clause 49 of listing 

agreement (2004) may provide and encourage means of ethical practices for 

Indian corporates. Despite of stringent guidelines within Clause 49 on 

independent directors and separation of ownership provides an unbiased 

leadership (SEBI, 2013; Broni and Velentzas, 2012). The new Companies Bill 

(2012) provides distinct benefits towards organisational conduct. Thus, 

Indian legal structure provides adequate corporate governance mechanism 
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and powers towards board of directors for transparent functioning of an 

organisation (Chakrabarti et al., 2007). However, variations in legal system 

and organisation-specific governance standards, relationship amongst 

organisation-specific governance mechanism and monitoring on investor

protection laws formulate further research (Aggarwal and Kaur, 2012). Thus, 

differences in firm-level corporate governance mechanism prompts for 

performance based, market valuation and external financial accessibility 

problems in the country (Klapper and Love, 2004).  

 The audit committee has been empowered to review any undertaking 

within an organisation (Raju et al., 2012). Moreover, board level audit 

committee establishes connection amongst management, internal and 

statutory auditors and directors as well as governs financial reporting 

process (Fan and Wong, 2005). The Indian organisations heavily depends on 

professional accounting firms, employees and independent external auditors 

for an audit function. Since, audit committee ensures consummate financial 

functioning as an important concern of corporate governance mechanism to 

 (Aggarwal and Kaur, 2012). However, 

complete alliance of board of directors or non-executive directors is an 

ineffective step that may lead towards corporate governance failure (Khanna 

and Palepu, 2004). The weak vigilance on external audit firms may 

encourage fraudulent representation of financial information (Khanna and 

Palepu, 2000). Moreover, joint auditors does increase cost rather than 

necessary audit quality (Fan and Wong, 2005). Therefore, adoption of IFRS 

can benefit Indian organisations; however, issues of cost, trainings, 

lerate process of 

adoption (ICAI, 2010).  

 This study point towards that, the corporate governance framework 

can benefit organisations in various aspects of decision making, ethical 

behaviour, operational risk, international and domestic investments, strong 

shareholders relationships, fraud preventions and ultimately development of 

organisational value (Roy, 2012; McGee and Bose, 2009; Sarkar and Sarkar, 

2000). The risk management function analyses and mitigates risk involved at 
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different levels of organisational activities. However, SMEs rely only on 

experience of top management; whereas, financial enterprises formed risk 

management groups under the supervision of board members. Even though, 

protection theoretically and substantial corruption can deteriorate corporate 

governance structure in the country (Chakrabarti et al., 2007). Moreover, 

sources of corporate fraud cannot be defined and controlled unless 

corporates adopt and implement ethical norms rigorously at organisational 

as well as personal level. Therefore, existence of good corporate governance 

ment for sustainable 

reforms is essential to prevent corporate scandals, frauds, civil and criminal 

liabilities within an organisation (Roy, 2012). Moreover, firm-specific 

corporate governance is more feasible within organisations in India (Klapper 

and Love, 2004). 

 The corporate social responsibility is recommended in-context with 

international development and poverty mitigation aspects due to the benefits 

of contribution towards equity, economic growth and human rights 

(Blowfield and Frynas, 2005). Interestingly, Indian corporations are turning 

towards corporate governance as corporate and socio-economic successive 

tool rather than only stringent mechanism. The interference of domestic 

political institutions may hinder organisational performance Ananchotikul 

and Eichengreen, 2009; Kakabadse et al., 2001; Varma, 1997). However, 

good political governance can overcome country-wise development and 

regulatory obstacles and reinforce good corporate governance (Oman, 

2001). Moreover, political and microeconomic stability are essential factors 

for good corporate governance that facilitates freedom of voice for investors 

and investment incentives towards government (Ananchotikul and 

Eichengreen, 2009).  

 The separation of SEBI and other regulating bodies as a watchdog can 

improve corporate activities within the country (Companies Bill, 2012). The 

periodic reviews and corporate governance audits of SEBI at different levels 

of implementation and adoption can procure key changes in Indian corporate 
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governance practices. Moreover, good corporate governance can incorporate 

transparency principles, independence of boards, accountability and 

fairness, social-environmental concern of stakeholders, unbiased directorate 

selection procedures for formulation and implementation of organisational 

policies and controlling operational strategies (Hothi et al., 2011). 

Furthermore, corporate governance will facilitate lucrative framework 

towards organisations, its participants and ultimately towards country-wise 

economy (Gourevitch and Shinn, 2005; Letza et al., 2004). The good 

corporate governance practice can benefit dominance within global 

economy. Therefore, implementation and development of good corporate 

governance norms is an effective step (Chakrabarti, 2005).  

6.2 Recommendations  

 The new structural reforms of corporate governance in India can 

promulgate adoption and implementation of good practices within Indian 

corporates. Moreover, following recommendations can be seen as model of 

good corporate governance for Indian Organisations. 

 The appointment of board members should be based on following 

aspects to ensure transparency and sense of responsibility:  

- Qualification 

- Experience  

- Integrity  

- Skills  

- Interest 

 The board of directors should maintain balance between number of 

executive and non-executive members. Moreover, number of non-executive 

directors should be sufficient enough as per the guidelines in Clause 

49 to provide independent judgements on organisational strategies, decision 

making, key appointments, conflict resolution, attracting investment and for 

better organisational performance. The organisations must improve 

diversification within composition of board members. The board members 
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should conduct regular meetings and monitor organisational activities 

closely. Moreover, directors must perform advisory role rather than 

interfering in day to day organisational activities. The board members should 

undergo regular training programmes on corporate governance. The all 

types of business forms should form diverse committees for better 

monitoring and controlling activities. The organisations can form 

committees such as: 

- Finance Committee 

- Executive Committee 

- Audit Committee 

- Remuneration Committee  

The composition of audit committee should integrate independent 

non-executive directors. This committee must reassurance organisational 

board on corporality of the efficient internal controlling environment. The 

internal audit committee must report and have access towards CEO and 

board members of an organisation. The organisations should publish and 

enforce ethical code of conduct to maintain high standards of ethical 

behaviour at all levels of organisation. The organisations can conduct ethical 

training programmes for management as well as employees. The 

organisations must implement risk management and internal control policies 

such as ERM due to its direct relationship with the operations and growth of 

an organisation. Moreover, this function may facilitate investigation and 

mitigation of risk involved at the different levels of an organisation. 

Moreover, companies must adopt Whistle Blower policy as per the norms of 

SEBI. 

 The adoption and implementation of clause 49, Companies Bill and 

s norms can provide stringent framework with-respect to procedures, 

board composition, discloser nor

regulations of auditors, risk management and internal control for 

organisations. However, these norms must ensure unbiased leadership, 

organisational liquidity and improve confidence within investors toward 

established practices. The organisations must comply with the disclosure 
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norms as per SEBI. The organisations must include section of Management 

Discussion and Analysis (MD&A) in yearly report for more transparent 

disclosure of information for shareholders (SEBI, 2004). Moreover, 

convergence with IFRS can benefit SMEs in the process of 

internationalisation. However, issues of cost, trainings, investments and 

organisations must avoid interference of domestic political institutions.  

 The adoption and implementation of good corporate governance 

mechanism can develop organisational health in long run. Thus, good 

governing organisation can rely less on legal systems of the country to 

dissolve corporate governance conflicts that may result in improved 

 The 

good corporate governance practices can develop organisational 

performance, capital growth, sustainable productivity, intact  

interest, enhancement of organisational value and  trust (Roy, 

2012). Therefore, Indian organisations must adopt necessary guidelines as 

published by SEBI for the better corporate governance mechanism within 

organisation. Moreover, adoption and implementation of corporate 

governance practices can result in high profits, market value and sales 

growth, lower capital cost that facilitates greater access towards external 

finances (Sur and Chakraborty, 2006).  

6.3 Limitations of Study 

 The scope of study was inadequate to selected sample organisations; 

though signified diverse business forms within the economy. As a result, 

samples were representative of organisations within India. These 

organisations were expected to have high motivation and resources to 

secure opportunities for adoption and implementation of good corporate 

governance practices preceding to their adoption being compulsorily 

initiated through national regulators. Moreover, study could not engage the 

additional statistical analysis of regression. Furthermore, the findings may 

have been dissimilar if the large size of samples were comprised and period 
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of study was prolonged. This research may not have considered other factors 

that can effectively be tracked in future research. 
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8.1 Appendix 1 

8.1.1  
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8.2 Appendix 2 

8.2.1 Introductory Letter2 

  

                                                           
2 ** This introductory letter was sent to sample organisations for the clarification of purpose of 

interview. 
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8.2.2 Interview Questions 
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8.2.3 Sample Interview Transcripts 

8.2.3.1 Sample One: Multinational Corporation  
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8.2.3.2 Sample Two: Government Controlled Organisation (Other) 
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8.2.3.3 Sample Three: SMEs 
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8.2.4 Sample Organisations 3 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           

3 ** Several attempts were made in order to contact sample organisations to facilitate interviews with 

key management for the purpose of research study. Thus, higher level of response was expected; 

though, only fifteen organisations responded and thirteen organisations allowed to conduct interviews 

out of total number of sample organisations. Moreover, achieved level of response was considered to 

be sufficient for the purpose of this study. 

 


