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Abstract

Corporate Governance is a general concept describes the practices, arrangement and the
procedures of a corporation under which the business and affairs of the company handled and
directed. Corporate governance further increases the long term shareholder capital through the
mechanism of transparency of management and by enhances the firm's efficiency. It also removes
the conflict of property and power by identifying the owners' and managers' rights independently.
This paper reviews the extensive literature of corporate governance practices to find out the
effectiveness of corporate governance mechanism in the companies and institutions. The paper
also focuses on to reduce the principal-agent problem due to the effective corporate governance
mechanism in the organizations.
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I.  INTRODUCTION

Corporate governance refers in its general term to the procedures, customs, policies, laws and
agencies that guide and manage the activity of the companies and corporations. It is structured to
accomplish the organization's mission and handles the interaction between the partners, including
the management board and the shareholders [1]. It also tackles the individual's responsibility in a
method that eliminates the key agent issue in the enterprise. Governance of firms is an important
norm in order for dynamic corporations to attain a good role within the productive capital markets
to create a striking investment climate. Strong corporate governance is important for economies
with a large market context and making entrepreneurship success simpler. The field of finance
research has been mostly focused on Corporate Governance over the last two decades. The division
of ownership and inspection is at the root of the company's issues. It contributes to a wide range
of problems pertaining to successful management of organizational properties by all stakeholders

[2].
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Given the Agency's relevant challenge, great research has been carried out on corporate
governance. Core (1999) organizations with weaker governance are faced with greater problems
with institutions to direct and handle business. The dilemma with the agency encourages
administrators to receive more private advantages and the business gradually gets worse.
Companies also wanted stronger corporate governance to survive long-term success and
sustainability. In the organization, effective corporate governance will happen by combining
ownership with power, and also with stakeholders of the business [3]. This strategy will allow the
manager and shareholders to build a better mindset and reduce the issues of agencies in businesses.
This paper addresses the broad view of corporate governance from multiple viewpoints and
attempts, where possible, to connect it to the agency issue. It provides a general view of how the
deviation between management and owners is treated by corporate administration. The powerful
corporate governance system can help to decide the gap between ownership and regulation by
presenting a different perspective of the subjects and attempting to address operational problems

[4].

Il. LITERATURE REVIEW

Good corporate governance standards serve companies and their creditors, requiring different
processes for the audit committee. Corporate governance analysis is quite important in relation to
the developing economy [5]. There are various advantages of best business practices. By offering
a broad overview of recent corporate governance analysis a corporate governance structure should
be developed. From board structure to ownership structure, all facets of corporate governance are
significant. Significant corporate governance reforms have been undertaken in about 26 emerging
and developed countries. These changes influenced both consumer security and corporate
spending. In the event of an adverse report the audit committee's primary function is to protect the
auditor. Independent members of the audit committee have undergone a major attrition spike after
audit rejections [6].

Corporate governance for China and India has been an important concern because it deals
constantly with investors in developing countries. Different facets of company ethics and a
corporate governance relationship will be addressed in depth by recognizing the different problems
pertaining to the board of directors and the basis on which they can be analyzed. Corporate
governance ethics also plays a crucial role; corporate governance institutional dynamics are central
to global industrialization. A scheme should be given to connect US corporate governance rules
and practices with various cultural approaches [7].

A. India and corporate governance: -

In the current economic situation of India, corporate governance has played a very important role.
In India, the drive towards an inclusive and accommodating economy began successfully in 1991.
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Since there on, it has seen an unprecedented upward trend in the stock exchange cap, which means
that there is a proportionate growth in the number of listed companies. In order for India to draw
more countries to foreign direct investment, Indian businesses must rely more on openness and
"values maximization" for shareholders [8].

Though business management activities worldwide can already be backed up by 1961, India
lagged behind. Liberalization and corporate governance were developed in a global sense only in
1991. The largest initiative in 1992 was the restructuring of the Securities and Exchange Board of
India (SEBI). SEBI's key goal was to track and standardize inventory trades, but it gradually
established several laws and regulations on corporate governance. The next big alteration was the
creation in 1996 of the Indian Industry Confederation (CII) which established legislation on
corporate governance for Indian companies [9]. Then, the Stock and Exchange Board of India's
two Kumar Mangalam Birla and Narayan Murthy Committees laid the framework for the
formalization of corporate governance best practices. Clause 49 was adopted as part of the listing
arrangement of firms listed on the Indian stock exchange on the basis of recommendation provided
by these committees. However, the challenges forcing those businesses to crash and shatter their
markets have been pushed by controversies as Enron, Satyam, and WorldCom, etc. Clause 49 to
be reformed to integrate and resolve. Clause 49 of the Indian stock exchange listing arrangement
came into practice between 2000 and 2003[10]. It included all rules and criteria of the minimum
number of independent directors, board members, various committees required, code of ethics,
rules and limitations of the audit committee, etc. Companies which do not obey such standards
have been deleted and financial sanctions have been levied.

Corporate governance impacts all businesses and nations in numerous ways, such as growing
access for companies to foreign finance, leading to greater investment, better prosperous
development and the labor market. Capital expenses are lowered and businesses are thus
appreciated at higher costs. Companies will be drawn to it and that leads to prosperity and
unemployment reduction again. Wealth is generated by better resource allocation and better
management processes due to improved operating efficiency. Better control in companies may be
correlated with financial crises mitigation. During these crises every country's economy has a
catastrophic impact. This provides a stronger relationship with staken groups as corporate
governance is duly practiced. We will see more how important corporate governance is in the
investment process. As corporate governance offers security for property and secure registry
methods of possession, it immediately impacts the mobilization of resources. For any organization
to successfully collect market funding, the disclosure of its data must be clear and straightforward.
Finally, each organization would need to be adequately assigned money, distributed authority and
proposed compensation programmes to deal efficiently with the capital obtained as a result of the
required measures.

Corporate bribery has contributed to the financial crisis in countries. Corporate governance has
since been a central topic for the entire world. Patterns are more or less similar between Satyam

1138



Journal of The Gujarat Research Society ISSN: 0374-8588
Volume 21 Issue 11, November 2019

Machine Limited from India and Enron from the U.S. The fall of these large corporations has
caused chaos in the sector and the global collapse. The swift steps taken by the Indian authorities
in response to the scandals demonstrates how the government still sees the need to foster good
market governance practices in emerging economies. In addition, it is also necessary in executives
of international multinationals preparing to do business with India to understand corporate
governance norms and issues.

B. Ethics: -

Business ethics is focused around the general themes of trustworthiness and fairness. Business
ethics means that the general ethical standards are applicable to business situations with a solution
that is correct in all respects. There will be business challenges where the board's decision directly
impacts the viability of the owners. Some basic functions which fall under the scope of business
ethics include the concept of professional conduct, determining corporate principles, identifying
obligations, providing leadership and guidance to stakeholders and shareholders, raising
responsibility, taking care of ten of their results, continuing inspections and improvement options,
etc. Corporate governance functions as a conduit between owners, participants and the council.
The confidence and trust of the management and the company should be returned to the company
owners.

C. Internal Governance: -

Debt investors, owners, executives, all of them all help to determine for any company on internal
governance. We must consider how organizations follow the governance code, the competence
they face and the regulatory climate to understand external governance. The article recognizes
internal governance only according to the purpose of this document. The board of directors is the
definitive and inseparable aspect of every corporation being the decision-makers of the company.
Board of Director — The proprietor and shareholders are associated to each other through board of
directors. It is the connection between managers in the corporate bureau and the enormous
community of business controllers worldwide. They have a fiduciary responsibility towards their
owners, as they were elected to the board of directors by the shareholders. The board of directors
consists of internal and foreign directors. Internal directors often referred to as managing directors
are typically top managers in the company; they usually appreciate the company's intimate
information and results. Although not the staff of an external boss is also regarded as non-
management directors, they are specialists in the field in which the business is relevant.

I11.  CONCLUSION

In this paper we have shown how important good corporate governance is for a corporation to
adopt. Then we looked at the short past and the current financial and economic condition of
corporate governance in India. Then the paper thoroughly investigated the root cause of corporate
governance considerations like ethics, organizational governance and auditors and audit committee

1139



Journal of The Gujarat Research Society ISSN: 0374-8588
Volume 21 Issue 11, November 2019

collection. We have seen in this article how critical a company's good corporate governance is.
Then we looked at Indian corporate governance's brief history and present financial and economic
position. The report then extensively explored the root cause of corporate governance
considerations such as ethics, corporate governance and auditors.
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