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Preface

The economic growth of any nation largely depends on the vitality of its industry
and capital market at large. The responsibility of maintaining the health of the
industry as well as capital market mostly depends on the efficiency and effective-
ness of the controlling agencies of government and their implemented policies,
practices, rules, regulations, etc. A major part in the subject of corporate govern-
ance deals with these issues and ensures their apt implementation in the business
corporations. The industrial growth in India along with the development of cor-
porate culture started after independence in 1947 but the expression ‘corporate
governance’ remained in vogue until 1990. The concept of corporate governance
and its problems are as old as the concept of a business corporation and espe-
cially the joint stock companies. It started gaining importance after experiencing
a number of corporate scandals come out mainly after economic liberalisation. In
India, the crucial need for corporate governance was first realised with the occur-
rence of Harshad Mehta’s scam that was exposed in April 1992. During the last
two decades along with many developed and developing economies, India also
witnessed a number of serious cases of corporate misgovernance in a handful of
joint stock companies. It was clearly indicating the nature and extent of corporate
misgovernance that exists in those Indian companies.

In this context, the impact of corporate governance on corporate performance
is gradually becoming a key area in research. Although a number of notable
studies have been conducted to establish the relationship most of them typically
focussed on developed economies and the effect of these corporate governance
issues on the firm performance in emerging economies like India has got little
attention. The results of earlier studies also provide contradictory findings. By
considering the stewardship theory, some studies have suggested that larger board
size is better for the firm, whereas by considering the agency theory some studies
support small boards and less outsiders. Believing the resources dependency
theory some studies have stated that large numbers of outsiders in the board help
the organisation to get key resources for the organisation conveniently.

These contradictory findings of the earlier studies became the principal drive
behind conducting this research work. This extensive research regarding the effect
of corporate governance variables on firm performance in India addresses basic
questions for specific areas viz., corporate board, ownership structure and chief
executive officer characteristics. Findings of this study provide a comprehensive
understanding of the dynamic relationship between corporate governance vari-
ables and corporate performance in Indian companies. It discusses the theoretical
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hypotheses of this relationship and compares with empirical evidence as available
from earlier research works. The present study is expected to add several primary
contributions to the extant literature. Besides investors, findings of the study help
an organisation to determine their policies regarding ownership structure and
board composition. Again this study may also provide support to the corporate
governance policy-making agencies of the country to provide recommendations
regarding board size, independence of the board, multiplicity of directorship, etc.

Thus, such a study is worth undertaking in emerging economies like India, in
view of the fact that the study contributes to managerial science by providing sci-
entific elements through identification and validation of the effects of corporate
governance variables on corporate performance.
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