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ABSTRACT Successful development efforts demand a holistic approach, in which various programs and strategies are 
recognized for their important contributions to progress and prosperity. Corporate governance is traditionally 

thought of in the framework of large corporations, shareholders, and broad private sector issues in developed economies 
and some of the major emerging markets. Many of these issues may seem to bear little relevance to broader development 
concerns that deal with day-to-day issues of poverty, job-creation, anti-corruption, education, media, and political reform. 
Just as good corporate governance contributes to the sustainable development prospects of countries, increased econom-
ic sustainability of nations and institutional reforms that come with it provide the necessary basis for improved governance. 
Transparency emphasis as a necessary prerequisite for fair and effective good governance. The core values of corporate 
governance and core principles of democracy are fairness, transparency, responsibility and accountability. 

Introduction
While recent high-profile corporate governance failures in 
developed countries have brought the subject to media 
attention, the issue has always been central to finance and 
economics. The issue is particularly important for developing 
countries since it is central to financial and economic devel-
opment. Recent research has established that financial de-
velopment is largely dependent on investor protection in a 
country – de jure and de facto.2

The current vogue among policy makers for corporate gov-
ernance reform, and the related interest in reducing corrup-
tion and cronyism in business affairs, is primarily grounded 
in economics and belief in the allocative efficiency of free 
markets. As demand for investment funds increases in devel-
oped and developing nations, and barriers to the free flow of 
capital fall, policy makers have come to recognize that cor-
porate governance is relevant to the ability to attract capital. 
They also realize that weak corporate governance systems, 
together with corruption and cronyism, distort the efficient 
allocation of resources, undermine opportunities to compete 
on a level playing field and ultimately hinder investment and 
economic development.

The 1997 Asian Financial Crisis was a wake-up call for Asian 
policymakers and companies. The crisis exposed many in-
stitutional and policy weaknesses in the region and spurred 
multiple reforms. To support this drive to improve corporate 
governance rules and practices, the Asian economies, along 
with the OECD, established the Asian Roundtable on Corpo-
rate Governance in 1999. Since then, corporate governance 
has come a long way in the region. A wide range of laws 
and regulations have been enacted, standards developed 
and enforcement strengthened. A corporate governance in-
frastructure has been implemented, something that did not 
exist before the crisis. This infrastructure includes corporate 
governance committees, institutes of directors and many 
other institutions. Important changes have also recently 
taken place in the organization and corporate governance 
of SOEs in some Asian countries. These changes have been 
concentrated mainly in the areas of the ownership function 
and the legal and regulatory framework for SOEs.

The OECD Principles of Corporate Governance have be-
come an international benchmark for policy makers, inves-
tors, corporations and other stakeholders worldwide. 

The OECD Principles are organized into six broad catego-
ries:
-  ensuring the basis for an effective corporate governance 

framework
- rights of shareholders and key ownership functions
-  equitable treatment of shareholders
-  role of stakeholders
- disclosure and transparency
- responsibilities of the board3

The Principles form the basis for the 2003 White Paper on 
Corporate Governance in Asia, a consensus roadmap by 
Roundtable participants which adapts implementation of 
the Principles to the specific conditions of Asia. At the same 
time, when the OECD Principles were revised in 2004, Asian 
Roundtable experiences made an important contribution to 
the revision. The 2006 Methodology for Assessing Imple-
mentation of the OECD Principles of Corporate Governance 
underpins the dialogue on implementation of the Principles 
and provides a framework for policy discussions. In 2009, the 
OECD launched an ambitious action plan to address weak-
nesses in corporate governance that were revealed by the 
2008 financial crisis. 

Corporate Governance – What it is
Within a dispersed ownership structure, corporate govern-
ance is a process affected by legal, regulatory, contractual, 
and market-based mechanisms and best practices to create 
substantial shareholder value while protecting the interests 
of other shareholders. In a capital structure where there is 
a concentrated ownership and a small group of sharehold-
ers can exercise ownership control, corporate governance 
should ensure alignment of the interests of controlling share-
holders with those of minority or individual shareholders.

Corporate governance has been a central issue in develop-
ing countries long before the recent spate of corporate scan-
dals in advanced economies made headlines. Indeed corpo-
rate governance and economic development are intrinsically 
linked. Effective corporate governance systems promote 
the development of strong financial systems – irrespective 
of whether they are largely bank-based or market-based – 
which, in turn, have an unmistakably positive effect on eco-
nomic growth and poverty reduction.4 

There are several channels through which the causality works. 
Effective corporate governance enhances access to external 
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financing by firms, leading to greater investment, as well as 
higher growth and employment. The proportion of private 
credit to GDP in countries in the highest quartile of credi-
tor right enactment and enforcement is more than double 
that in the countries in the lowest quartile. Poor corporate 
governance also hinders the creation and development of 
new firms.

The term “corporate governance” is susceptible of both 
narrow and broad definitions. Narrowly defined, it concerns 
the relationships between corporate managers, directors 
and shareholders. It can also encompass the relationship of 
the corporation to stakeholders and society. More broadly 
defined still, “corporate governance” can encompass the 
combination of laws, regulations, listing rules and voluntary 
private sector practices that enable the corporation to attract 
capital, perform efficiently, generate profit, and meet both 
legal obligations and general societal expectations. his defi-
nitional range underscores the reality that corporate manag-
ers, directors and investors all function within a larger busi-
ness and legal environment that shapes behaviour. But no 
matter what the definition, at its heart corporate governance 
concerns the means by which a corporation assures inves-
tors that it has well-performing management in place and 
that corporate assets provided by investors are being put to 
appropriate and profitable use.5 In sum, corporations con-
tribute to economic growth and development, which lead to 
improved standards of living and poverty alleviation, which in 
turn should lead to more stable political systems. Corporate 
governance is important because the quality of corporate 
governance impacts:6

Corporate Governance - Effectiveness
Over the last two decades, corporate governance has at-
tracted a great deal of public interest because of its apparent 
importance for the economic health of corporations and so-
ciety in general.7 Corporate governance practices vary across 
nations and firms, and this variety reflects not only distinct 
societal values, but also different ownership structures, busi-
ness circumstances and competitive conditions. Corporate 
governance covers a large number of distinct concepts and 
phenomenon as we can see from the definition adopted by 
Organization for Economic Cooperation and Development 
(OECD) - 8

In developed countries, the discussion of corporate govern-
ance improvement tends to assume in place well-developed 
and well-regulated securities markets; laws that recognise 
shareholders as the legitimate owners of the corporation 
and require the equitable treatment of minority and foreign 
shareholders; enforcement mechanisms through which these 
shareholder rights can be protected; securities, corporate 
and bankruptcy laws to prevent bribery that enable corpora-
tions to transform. Many developing and emerging market 
nations have not yet fully developed the legal and regulatory 
systems, enforcement capacities and private sector institu-
tions required to support effective corporate governance. 
Therefore, corporate governance reform efforts in these na-
tions often need to focus on the fundamental framework.

In April 1998 an influential report detailed the common 
principles of corporate governance from a private sector 
viewpoint. The OECD Business Sector Advisory Group on 
Corporate Governance, chaired by renowned governance 
expert Ira M. Millstein, focused on “what is necessary by way 
of governance to attract capital.” According to the Millstein 
Report, government intervention in the area of corporate 
governance is likely to be most effective in attracting capital 
if focused on four essential areas:

· Ensuring the protection of shareholder rights, including 
the rights of minority and foreign shareholders, and en-
suring the enforceability of contracts with resource pro-
viders (Fairness);

· Requiring timely disclosure of adequate, clear and com-

parable information concerning corporate financial per-
formance, corporate governance and corporate owner-
ship (Transparency);

· Clarifying governance roles and responsibilities, and 
supporting voluntary efforts to ensure the alignment of 
managerial and shareholder interests, as monitored by 
boards of directors (Accountability); and

· Ensuring corporate compliance with the other laws and 
regulations that reflect the respective society’s values 
(Responsibility).

A Roadmap for improving Corporate Governance infra-
structure
The common policy objectives and a practical reform agen-
da, with six priorities to support the development of an effec-
tive corporate governance framework. 

1. Public and private sector institutions should continue to 
raise awareness among companies, directors, sharehold-
ers and other interested parties of the value of good cor-
porate governance.

2. All jurisdictions should strive for effective implementa-
tion and enforcement of corporate laws and regulations.

3. Roundtable economies should work towards full conver-
gence with international standards and practices for ac-
counting, audit and non-financial disclosure. Where full 
convergence is not immediately possible, divergences 
from international standards and practices (and the 
reasons for these divergences) should be disclosed by 
standard setters; company financial statements should 
repeat or reference these disclosures where relevant to 
specific items.

4. Boards of directors must improve their participation in 
strategic planning, monitoring of internal control systems 
and independent review of transactions involving man-
agers, controlling shareholders and other insiders.

5. The legal and regulatory framework should ensure that 
non-controlling shareholders are protected from exploi-
tation by insiders and controlling shareholders. 6. Gov-
ernments should intensify their efforts to improve the 
regulation and corporate governance of banks.9

Corporate Governance and Transparency
The Roundtable sees progress made in the area of disclo-
sure and transparency as a significant achievement over 
the last decade. Progress can be observed with respect to 
convergence with international standards, a higher degree 
of disclosure, stronger institutions and greater professional 
accountability, and technological advancement, thus going 
a long way towards fulfilling one of the 2003 White Paper’s 
six key priorities.

Convergence with international standards
All Asian Roundtable economies are in the process of adopt-
ing International Financial Reporting Standards (IFRSs) as the 
national accounting standard. The adoption dates vary with 
India and Korea potentially adopting IFRSs in 2011. Other 
economies look set to follow. International Standards on 
Auditing have already been implemented by a number of 
economies: Hong Kong, China; Malaysia; Philippines; and 
Singapore. Others are following suit. Consolidated financial 
reporting as well as quarterly reporting is now required for 
listed companies in most economies. Annual reports are to 
include essential non-financial information such as informa-
tion on corporate governance (given that most country codes 
are comply-or-explain), management discussion and analy-
sis, and ownership structures. Rules regarding disclosure of 
price-sensitive information are also progressing.

Stronger institutions and greater professional account-
ability
Asian Roundtable economies have taken a number of insti-
tutional initiatives to strengthen financial oversight. In 2006, 
Chinese Taipei amended the Securities and Exchange Act 
in order to impose stricter standards of liability upon those 



INDIAN JOURNAL OF APPLIED RESEARCH  X 85 

Volume : 3 | Issue : 8  | Aug 2013 | ISSN - 2249-555XReseaRch PaPeR

REFERENCE 1. Rejesh Chakrabarti - Corporate Governance in India – Evolution and Challenges | http://unpan1.un.org/intradoc/groups/public/documents/
APCITY/UNPAN023826.pdf | | 2. Corporate Governance in Asia – Asian Roundtable on Corporate governance | http://www.oecd.org/

daf/corporateaffairs/corporategovernanceprinciples/48806174.pdf | | 3. Holly J. Gregory & Marsha E. Simms - CORPORATE GOVERNANCE: WHAT IT IS AND 
WHY IT MATTERS, 9th International Anti-Corruption Conference, 10-15 October 1999, Durban, South Africa, http://9iacc.org/papers/day2/ws3/dnld/d2ws3_
hjgregorymesimms.pdf | | 4. Surendra Arjoon - Corporate Governance: An Ethical Perspective http://sta.uwi.edu/conferences/financeconference/Conference%20
Papers/Session%205/Corporate%20Governance%20-%20An%20Ethical%20Perspective.pdf | | 5. Corporate Governance : The Intersection of Public and Private 
Reform | http://www.cipe.org/sites/default/files/publication-docs/CG_USAID.pdf | | 6. China’s Open Government Information Reform : Transparency v Secrecy | http://
www.griffith.edu.au/__data/assets/pdf_file/0010/372826/Hou-Regional- |     Outlook-Paper-32.pdf | 

preparing financial reports. In 2009, the Thai SEC appointed 
an Audit Advisory Committee to serve in an expert advi-
sory capacity in areas of controlling audit quality. Malaysia 
amended its Securities Commission Act in order to set up 
an Audit Oversight Board, and the Malaysian Institute of Ac-
countants established two new boards, the Audit and Assur-
ance Standards Board and the Ethics Standards Board. The 
Financial Reporting Council (FRC) in Hong Kong, China was 
set up as an independent statutory body in July 2006. The 
FRC may initiate investigations or enquiries upon receipt of 
complaints or on its own initiative. Codes of ethics for audi-
tors and accountants have also been introduced in a number 
of jurisdictions. These developments mean that gatekeep-
ers (anyone who monitors or oversees the actions of others, 
such as auditors, accountants, legal and financial advisors) 
throughout Asia now face the prospect of increased dam-
ages for negligent sponsorship or negligent certification of 
financial statements.

Technological progress
Disclosure practices are particularly well suited to benefit 
from technological progress. While there is still room for im-
provement, both regulators and companies are using their 
websites better to disseminate timely information. Websites 
are also gradually becoming more user-friendly and available 
in English. eXtensible Business Reporting language (XBRL) 
is set to become the standard way of recording, storing and 
transmitting company financial information in numerous par-
ticipating jurisdictions. XBRL is an agreed, standardised for-
mat to express financial reporting and allows easy exchange 
and modeling of information. China, India, Korea and Sin-
gapore have already implemented XBRL-enabled system for 
the filing of financial statements. Transparency recognizes 
that investors and shareholders need information about the 
performance of the company -- its financial and operating re-
sults -- as well as information about corporate objectives and 
material foreseeable risk factors to monitor their investment. 
Financial information prepared in accordance with high-qual-

ity standards of accounting and audit should be subject to an 
annual audit by an independent auditor. This provides an im-
portant check on the quality of accounting and reporting. (Of 
course, accounting standards continue to vary widely around 
the world. Internationally prescribed accounting standards 
that promote uniform disclosure would enable comparability, 
and assist investors and analysts in comparing corporate per-
formance and making decisions based on the relative merits.) 
Information about the company’s governance, such as share 
ownership and voting rights, identity of board members and 
key executives and executive compensation, is also impor-
tant to potential investors and shareholders and is a critical 
component of transparency.10

Conclusion
With the recent spate of corporate scandals and the subse-
quent interest in corporate governance, a plethora of corpo-
rate governance norms and standards have sprouted around 
the globe. The Sarbanes-Oxley legislation in the USA, the 
Cadbury Committee recommendations for European compa-
nies and the OECD principles of corporate governance are 
perhaps the best known among these. But developing coun-
tries have not fallen behind either. Well over a hundred differ-
ent codes and norms have been identified in recent surveys 
28 and their number is steadily increasing. India has been no 
exception to the rule. Several committees and groups have 
looked into this issue that undoubtedly deserves all the at-
tention it can get.

Finally, one can expect the good corporate governance 
when there is presence of Transparency and Disclosure. But 
even having all these concepts in the administration of cor-
porations still there is much difficulties are there. It is a big 
task that how to overcome from these problems. According 
to our views, by strengthening much more and effective im-
plementation of existing legislations it may be possible to 
overcome the problems.


