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AUTHORED BY - GAURAV THAKUR & DR. SUMAN VIMAL

Abstract

Corporate governance has emerged on of the most discussed topic around the world in recent
years. The role of the corporations in the economic growth of the world has grown quite rapidly
in recent years. This has led to many instances of mismanagement, scandals in the companies.
To mange this, the concept of corporate governance has come into existence especially in the
big economies such as USA, UK and India. The article is about the models of corporate
governance in these countries. The article provides an insight as to the structural basis for the
concept of corporate governance in these economies. It is important to analysis these models
as Indian corporate governance model is inspired form Anglo- Saxon model of corporate
governance. So, the article present the comparative analysis of corporate governance models

in USA, UK and India.

1. Introduction
The concept of corporate governance has emerged quite significantly in past few decades. In
USA the concept of corporate governance gained a tremendous momentum after failure of
many big companies. In early 1990s corporate governance significance increased as many

committees were formed in UK with regard to corporate governance norms.

In Indian context the emergence of corporate governance can be related to post liberalization
period. After mid 1990s there were stringent efforts which were taken by the government for
having effective corporate governance norms. Many committees were formed and since then

there has been a significant evolution in the corporate governance norms in India.

The term corporate governance has gained a great popularity within the last twenty years,
mainly because of the frequent global financial crises. These crises have pushed policy makers
and financial regulators as well as academics to renegotiate the governance norms with a

perspective on instigating accountability and revitalizing investor trust in firms and financial

Page | 1176


http://www.ijlra.com/

www.ijlra.com
Volume 3 Issue 3 | June 2026 ISSN: 2582-6433

markets. This new trend towards governance has not been confined to the advanced economies
alone but has spread all the way to the emerging markets since it is a global trend in maintaining

the stability of the market as well as legitimate corporations.

Notably, corporate governance is nowadays not restricted to big publicly traded companies. Its
theories and models are finding wider application within a spectrum of forms in both state-
owned enterprises and also family-controlled businesses and even not-for-profit organizations.
This growth is owed to the fact that transparency, accountability and ethical management are
key to not only the integrity of the capital markets, but also the sustainability of the general

economic and social institutions.'

The investigation of these systems and their comparative backgrounds provides an insight on
the effects of various ownership patterns, institutional setting, and regimes on the patterns and
practices of governance. It can also be used in developing an idea of possible channels of reform
and convergence as emerging economies such as India become more immersed into the world

capital markets.

The present research paper would attempt a thorough comparative study between corporate
governance models in India and those of Anglo-Saxon based countries of the USA and the UK.
The most important among the objectives deals with finding the characteristic peculiarities of
each of the governance structure, where the main interest concerns the pattern of differences in
ownership, the composition of boards, disclosure and regulatory regimes. It also looks at
institutional structures that support these models and their trends of convergence as well as
their continued divergence. The insights of these factors are crucial to many stakeholders such
as regulators who create policies sensitive to local institutional realities, investors who decide
on making investment across countries and researchers who contribute to theoretical discussion

of governance.

2. Meaning of corporate governance
The report of SEBI Committee on Corporate Governance gives the following definition of
corporate governance:

“Corporate governance is the acceptance by management, of the inalienable rights of

! Christine A. Mallin, Handbook on International Corporate Governance 3 (2d ed., Edward Elgar Publ’g Ltd. UK
2011)
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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”.?
According to the definition of Organization for Economic Cooperation and Development
(OECD) “Corporate Governance lays down the procedures and process according to which the
company is controlled, corporate governance is the set of relationships between a company’s

management, its board, its shareholders and other stakeholders™>

In Adrian Cadbury report the Corporate Governance is defined as, “holding the balance
between economic and social goals and also between individual and communal goals. The
governance framework is there to encourage the efficient use of resources and equally to
require accountability for the stewardship of these resources. The aim is to align as nearly as
possible the interest of individuals, corporations and society. The incentive to corporations is
to achieve their corporate aims and to attract investment. The incentive for states is to

strengthen their economies and discourage fraud and mismanagement”.*

So we can clearly state that the corporate governance is a governance mechanism by which we

can ensure that there is transparency, fairness and consistency in the working of the company.

3. Indian Model of Corporate Governance
The Indian model of corporate is drawn from the Gandhian principles of trusteeship and the
Directive Principles of the Indian Constitution. The model of corporate governances found in
India is a mix of the Anglo-American and German models. This is because in India, there are
three types of Corporation viz. private companies, public companies and public sectors
undertakings (which includes statutory companies, government companies, banks and other
kinds of financial institutions). Each of these corporation have a The Indian model of corporate
is drawn from the Gandhian principles of trusteeship and the Directive Principles of the Indian
Constitution. The model of corporate governances found in India is a mix of the Anglo-
American and German models. This is because in India, there are three types of Corporation
viz. private companies, public companies and public sectors undertakings (which includes

statutory companies, government companies, banks and other kinds of financial institutions).

2 Sarva Kumar Mahesh, Corporate Governance and Ethics 2 (Excel Books Pvt. Ltd., Delhi, n.d.).

3 OECD, Glossary of Statistical Terms, https://stats.oecd.org/glossary (last visited June 15, 2023).

4 Adrian Cadbury, Report of the Committee on the Financial Aspects of Corporate Governance (Gee & Co. Ltd.,
London, Dec. 1992).
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Each of these corporation have a The Indian model of corporate overnance is a blend of model
that integrates the Anglo-American model and also the German model. Such hybridity is
created by simultaneous existence of various corporate structures in the Indian economy that
is in the form of a private corporation, public corporation, and a public sector enterprise (PSUs).
The latter type covers the statutory corporations, government-owned enterprises, Banks and
other financial establishments, each of which will exhibit a unique pattern of shareholding and

control.

In the case of privately owned companies, decision-making process is often dominated by the
promoter and his relatives who hold near absolute authority. These organisations have minimal
discerning equity capital thus copying the aspects of the German style of corporate governance
and are characterised by concentration and insider control of ownership. Contrarily, listed
public corporations and state-owned firms reflect more closely the Anglo-American system
especially in their orientation to requirements of regulatory compliance, disclosure standards,
and minority shareholder protection. Such a character blends the diversity with regards to the
structures of the Indian corporate community, and general historical development of the

governance processes within the nation.’

The Indian model of corporate governance gives the powers of electing the Board of Directors
to the shareholders who in turn are responsible of crafting policies and long term strategies
under which the corporations will operate. In addition to laying out both policy-making, the
Board is also supposed to be able to solemnize the performance of the top management on a
periodic basis hence holding the top management management accountable and efficient. This
requires Indian corporations to follow the guidelines and regulatory prescriptions that have
been laid down by the state and especially the ones that are geared towards safety of the
shareholder and investor capitals. This then forces corporate managers and boards to
understand and incorporate their growth strategies in harmony with governmental norms, and
their shareholders. Such dual focus of compliance with regulations and protection of investors
is a characteristic feature of Indian governance institutions, as they possess such a feature of a
hybrid nature, borrowing both domestic socio-economic realities and international best

practices.®

5 Corporate Governance Models Around the World, https://www.vskills.in (last visited July 10, 2023).
6 D.R. Jalwani, Pawan Kumar Bhura & Ashutosh Kumar Jha, Corporate Governance Framework in India: An
Overview, Asian J. Mgmt. & Com. 122 (2022).
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This ownership arrangement of the Indian corporate sector is dominated by the dominance of
business houses, in which area, the ownership and control are often overlapping. The social
networks in families and powerful impact of promoters attest the socio-cultural backgrounds
of corporate performance in India. These dynamics indicate not only economic, but social

aspects of the corporate organization and the corporate government.

Regulatory wise, the characteristics of the Indian stock market and the trends of takeover
activity can be more easily likened to the German and Japanese models, especially in regard to
the ill-developed nature of the corporate market in the context of control. Meanwhile, India has
also been selective in the adoption of Anglo-American model of governance. To enable a
process of normative borrowing, the suggestions of committees and codes written in the United
States and the United Kingdom have often made their way into the legislative reforms in the

past decades.

The accommodation of the Anglo-American norms of corporate governance by India, as Reed
notes, should be seen in the context of the post-1991 liberalization period, where penetration
into the world capitalism requiring integration into American and British dominated world
capital markets demanded some form of institutional convergence. Nevertheless, researchers
are still disputing the effectiveness of these reforms. Opponents argue that such norms can only
benefit the short term interests of foreign institutional investors, instead of enhancing the
stability of long term stakeholder-oriented governance in Indian corporations. It is this tension
which suggests the continuing dilemma of trying to match the models of global governance

with domestic ownership systems and socio-economic realities.’

4. US Model of Corporate Governance
The US Model of corporate governance is based on Anglo-Saxon model, which is primarily
shareholder-based. The main focus of this model is interest of shareholders although it also
considers the contributions of management and directors. It is organised on one-tier (unitary)
board of directors, who are elected mostly by the shareholders. These boards usually include a
combination of executive and non-executive boards, although in some cases, they can also be
Chief Executive/Chair (dual) whereby the Chief Executive Officer is the same board member

as the Chairperson. In order to increase control, unitary boards are assisted by committees of

7S. Machold & A K. Vasudevan, Corporate Governance Models in Emerging Markets: The Case of India, 1 Int’]
J. Bus. Governance & Ethics 56 (2004).
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expertise such as audit, nomination and compensation committees.®

Anglo American model, which some term dynamic, is highly dependent on independent
directors and institutional investors, which play important disciplinary and monitoring roles
within the system of company governance. In U.S. corporations, ownership is unlike those in
other countries, which tend to have many shareholders, even though institutional investors have
become more and more decision-makers in corporations. Board size varies widely with an
average independent Board size being three to thirty one it is common to hear smaller boards
with heavier quota of independent directors are better behaved. Shareholder returns are often
linked to executive compensation and they do so to concur the interest of the managers against

those of the investors.

Audit committees are required to consist of at least three independent directions, and have some
of the most vital governance functions. They maintain the internal audits, consider
effectiveness of the internal controls, supervise supervision of financial reporting and
compliance with regulation, as well as occasionally evaluating the exposure to risks. To
supplement these mechanisms, any company is advised to implement whistleblower protection,
which strengthens the accountability models. In spite of such protections, the poorly
performing corporations are still susceptible to hostile takeovers a disciplinary tool of corporate
control in the market. However, high profile corporate frauds like Enron and WorldCom had
outlined the major vulnerabilities of this model especially risks of equity-based executive
compensation and poor board independence. Subsequently, there were major regulatory
changes such as Sarbanes-Oxley Act of 2002, Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010, and improved listing conditions introduced by the Securities and
Everything Commision (SEC). These reforms were aimed to address structural inefficiencies,
improving standard of disclosure, improving accountability of boards, and increasing
protection to investors. In conclusiveness, experience in the U.S shows that, a shareholder-

based approach of governance has both advantages and disadvantages.’

The Sarbanes Oxley Act (SOX) was made in 2002 in USA. The act was made in order to make

the corporations in US more accountable to their shareholders and create the transparency

8 Heidi Hylton Meier & Natalie C. Meier, Corporate Governance: An Examination of U.S. and European Models,
9 Corp. Bd.: Role, Duties & Compos. 7 (2013).

9 Pallak Bhandar, Corporate Governance: A Comparative Analysis in India and the U.S.,
https://digitalcommons.bryant.edu (last visited Aug. 1, 2023).
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among working of the corporations. The basic aim of the act was to restore the confidence of
the investors and establish good corporate governance practices. This was done in order to stop
corporate scams and frauds in companies. The further objective of the act included the increase
in accuracy and transparency in financial reporting, promoting independent auditing and

accounting services for listed companies.

The Sarbanes Oxley Act further covers the units registered with the Securities Exchange
Commission and the privately held US businesses. The act emphasized on the proper planning
for administrations of the corporations as, effective corporate governance can be only achieved
if it is integrated with strategic planning and shareholders are prepared to bear the extra required

costs.!?

However, this system does not pass by without structural problems. It can easily create the well
known principal-agent problem, where managers given the power to manage the corporation
can act as agents of their own interest instead of shareholder strength. On the same note, boards
of directors can then become compromised or biased towards specific interest groups, i.e.
including the management itself, which poses a threat to their independence and accountability.
To address these risks, American corporate governance model has come up with mechanisms
that would focus on aligning the interest of managers and directors with that of shareholders.
These mechanisms involve use of performance-related executive rewards, put-in place of
independent board committees (e.g., audit and compensation committee) and enhanced
disclosure and compliance procedures. After all, the main task of this model is to minimize the
conflict of interests between shareholders, directors, and managers and make sure that

corporate activities are always focused on improving shareholder value.

The legal status of shareholders as residual claimants is the rationale behind the principle
according to which the maximization of the shareholder welfare should be the main goal of the
corporation. Shareholders are allowed to receive only a residual surplus, i.e. what is left after
all prior claims to the cash flows of the corporation, unlike creditors, employees, or other
contractual stakeholders, who have predetermined claims over the cash flows of the
corporation. In theory this residual claimant type of consider optimizes most closely

shareholder interests in maximizing firm value in the long-term. Shareholders bearing the

10 Dt-Finance, Models of Corporate Governance / Everything Explained in Detail, https://datatrained.com (last
visited Aug. 1, 2023).
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residual risk are assumed to have the greatest incentives in monitoring the performance of
managers and efficient allocation of resources. Those who advocate this view also state that
indirectly putting the interests of the shareholders first would increase wider social welfare

since value-maximization helps to increase global economic efficiency and capital formation.!!

5. Corporate Governance Model in UK
In the United Kingdom, corporate governance has developed mostly due to corporate failures
and scandals, just as the case has been in other jurisdictions.!?> Most of these failures were
blamed on poor and inefficient forms of governance, especially in the management of corporate
governance and structure of accountability. In reaction to these oft-recurring crises, attempts
were made to form a coherent system of governance norms as an attempt to ensure the
disappearance of such failures.!* One turning point would be the CDP Advisory Panel on the
Financial Side of Business designed to deliver guidance regarding corporate governance
practices set up by the London Stock Exchange in 1991 with the Financial Reporting Council
and accountancy profession. The establishment of the Committee was the immediate reaction
to the necessity of the greater transparency, responsibility and board performance during
corporative governance. Its report that was published in 1992 is generally considered to be the
basis of the current reform of corporate governance in the UK. The Cadbury Report underlined
separation of the functions of chairperson and Chief Executive Officer as well as independence

of non-executive directors and stricter financial reporting and internal controls.'*

Whilst company law does not provide a comprehensive framework for corporate
governance, nevertheless some elements of company law are essential in helping

us to understand the key relationships in the corporate world.

UK company law draws from both statute and common law. All companies incorporated in the
UK are subject to statutory regulation, irrespective of their size. However public interest
companies are subject to greater legislative requirements, including additional regulation
within their specific industries Whilst company law does not provide a comprehensive

framework for corporate governance, nevertheless some elements of company law

11 John Morris, Strategic Management 2d ed. 37, https://pressbooks.com (last visited Aug. 5, 2023).

12 A. Mallin, Corporate Governance 26 (Oxford Univ. Press, Oxford, 2016).

13 Jyotsna Ghildiyal Bijalwan, Corporate Governance System in India, 3 Int’l J. Mgmt. (IIM) 264 (2012).

14 Kevin Keasey, Steve Thompson & Mike Wright, Corporate Governance Accountability, Enterprise and
International Comparisons 5 (John Wiley & Sons Ltd., England, 2005).
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are essential in helping us to understand the key relationships in the corporate world.
UK company law draws from both statute and common law. All companies incorporated in the
UK are subject to statutory regulation, irrespective of their size. However public interest
companies are subject to greater legislative requirements, including additional regulation
within their specific industries Even though the company law does not serve as a complete
system of corporate governance, nevertheless it contains the necessary industry which
contributes to the comprehension of the inherent relations within the realm of business. The
company law in the United Kingdom is based on both the statutory and the principles of
common laws. Any entity that is incorporated, however small, is covered by statutory interests.
Greater public importance to companies, however, come with increased legislative duties,
including those based on the sensitive or highly-controlled industries, which are in addition to

industry-related regulatory prerequisites. !>

A large percentage of the external shareholders or investors own the equities of firms whose
corporate governance structure is the Anglo-Saxon or the outsider-model. The model is used
to determine the activities of large scale companies where the major shareholder of the
company, commonly referred to as the principals, owns majority of the company, with the
formulation of the everyday management handled by directors and other individuals in
management roles, which they play as principals. Such a system of structural seepage of
ownership versus control as under this model eventually gives rise to the existence of agency
problems, with managers naturally having their interests as opposed to these of shareholders.
The threat of hostile takeovers is one of the mentioned mechanisms that can be viewed as a
corrective mechanism in this system since, in case of underperforming or self-serving
management, it can serve as a disciplinary measure. A large percentage of shareholders in the
UK system is composed of institutional investors. Although the diffusion of ownership imparts
less direct power to individual shareholders, the widespread protections afforded to the
investors spelled out in the company law give the institutional shareholders real leverage in
corporate control. Placing these legal protection guarantees that shareholders, despite this

probable scattered ownership, do not lack the tools of accountability and control. !

The UK system of corporate governance is based on principles as opposed to compliance based

15 Elewechi Okike, Corporate Governance in the United Kingdom, in Corporate Governance in Commonwealth
Countries 337-365, https://www.researchgate.net/publication (last visited Aug. 10, 2023).
16 ibid
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prescriptive rules and is based on the conviction that governance through principles breeds a
better management and greater shareholder accountability than legalist based governance. At
the centre of this model is the UK Corporate Governance Code (first published in the form of
the Combined Code on Corporate Governance), which sets out recommended best practice
relating to the composition and independence of boards, the functioning of board committees,
and the setting up of effective internal control mechanisms. The fact that the Code is principle-
based, and the practice of comply/explain means that companies are flexible and yet at the same
time, they are answerable to shareholders via disclosure and transparency.One notable aspect
about the Code is its market-oriented nature of approach, which is summarized in the comply
or explain swing of the Version. According to this system, firms are under no obligation in law
to abide by the contents of the Code strictly. Rather, they are allowed to leave out of them when
they believe other plans will be more appropriate, although they should report the reasons
behind the deviation to their shareholders. Then it is upon the shareholders to decide whether
the explanation is acceptable. This model, which relies on disclosure, maintains flexibility of
board authority, as well as, strengthens the relationship existing between the corporation and
shareholders and is not based on state-established regulation.Breaking down compliance or
explain principle has thus seriously been accepted by the businesses, investors and regulators
in the UK, as it develops the sense of accountability without putting substantial cost on
regulation. Practically, it reinforces the rights of the shareholders especially by giving them the
authority to vote on the appointment and removal of the directors hence increasing the vigilance
on the managers. Empirical evaluations have pointed at its effectiveness: one study by Oxera
(2006) identified the UK as the best jurisdiction in the whole world in regard to corporate
governance standards, and its non-protectionist whilst an efficient regulatory regime has been
named as one of the main reasons why foreign companies with their shares are willing to only

list their securities in UK stock markets.'”

6. Comparative Overview of model of corporate in India and Anglo -

Saxon model of USA and UK
The corporate governance model practiced in India is similar in many ways with the Anglo-
Saxon model. Nevertheless, Indian model adopts some of the elements of the German corporate

governance model. The Anglo-American (or more subsequently Anglo-Saxon) corporate

17 Heidi Hylton Meier & Natalie C. Meier, Corporate Governance: An Examination of U.S. and European Models,
8 Corp. Bd.: Role, Duties & Compos. 7 (2013).
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governance model and the Indian model are both mostly maximisation shareholder value. Both
systems have in their orientation been criticized to be interested in short term capital gains, as
opposed to longer time levels of stakeholder interest. Employing a blend between executive
and non-executive board members, the composition of the two frameworks, in fact, has limited
Systemic Autonomy of boards when compared to the management. In both of the systems, the

return on the financial capital is the main indicator of corporate success.

The company governance in India is dominated by the Companies Act, 2013 that is composed
of various provisions that are shaped after the corporate governance codes of the UK.
Moreover, the advice of various expert commissions in India has very closely followed the
advice given by the Cadbury Committee in the United Kingdom and the Sarbanes-Oxley Act
of the United States. These legislative reforms have laid much focus on beefing up of
mechanisms of external governance. Among the important aspects, one will mention more
transparency, requiring independent examination of corporate accounts, and risk mitigation: to
protect investors better by providing disclosure standards that they can trust. This model aligns
with the Anglo-American model, in which shareholder power has been strengthened with the
so-called exit option that is, in turn, highly reliant on the presence of sound and accurate

corporate information.

The initiative to intensify external control of corporate affairs can also be manifested through
institutional reforms in India, including: the empowerment of oversight committees or the
creation of specific organizations, in Serious Fraud Investigation Office (SFIO), among other
associations. Anglo-American developments have also been followed in internal governance
reform, and these reforms have been especially aimed at improving the role and independence

of non-executive directors.

In combination, these developments indicate a definite convergence of Indian corporate
governance with Anglo American model especially at the post liberalization era. This has been
enabled by both a legislative alignment with best practices in the U.S. and U.K. as well as by
the voluntary adoption of the Anglo-American norms by Indian corporations that want to tap
international capital markets. Such a shift represents the break of the earlier German/Japanese-
style paradigm of concentrated ownership and making the stakeholders central, to the system
of governance which was based on shareholder primacy and worldwide market integration.

Further the comparative analysis between Indian model and the anglo- saxon model of
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corporate governance can be summarized with following differences;

I.  Ownership Structure
The Indian corporate ownership can be mainly discussed as characterized with high
concentration in family owned business groups, dominated by promoter control.'® This trend
can be seen in conjunction with other ownership types including stake by the government in
the public sector enterprises and growth in foreign institutional investments.'® The domination
of the promoter groups offers opportunities in terms of long-term strategic vision and the threats
that include problems of agency relative to expropriation of minority shareholders.?The
concentration of ownership increases the complex issue of governance, where the rights of
minorities are disregarded to the dominant ones, and there are high chances of conflicts and
opacity of governance.?! There is also agreement that owner concentration has an impact on
firm performance although through empirical work there has been a mixed output that tighter
control can be equally lead to decisiveness as well as entrenchment and inefficient behaviour.*
In contradiction, Anglo-Saxon companies are characterized by the wide ownership of the
company by retail investors, institutional investors and mutual funds.?® The dispersal requires
sound governance measures to curb the agency problem that exist between dispersed
shareholders and control by the management that is well documented.?*Such dispersion allows
a vigorous market in corporate control to develop so that takeovers and proxy contests act as
alternatives to managerial opportunism.*® The institutional investors are very critical regarding
capital investment but also in terms of behaviour monitoring of firms as well as proxy advisory
firms and voting among shareholders.?°Although the dispersion of ownership increases

accountability, this very dispersion of shareholding also introduces monitoring problems

18 Tarun Khanna & Krishna G. Palepu, Winning in Emerging Markets: A Road Map for Strategy and Execution
120-123 (Harvard Bus. Press 2010).

19 G. Sabarinathan, The Structure of Corporate Ownership in India: 20 Years After the Reforms, 36(3) Vikalpa:
J. for Decision Makers 47 (2011).

20 Simon Chassagnon & Shailendra Kumar Rai, Ownership Structure and Minority Rights: A Comparative
Perspective of Indian Corporate Governance, 20(3) J. of Governance & Regul. 63 (2019).

2l Umakanth Varottil, A Cautionary Tale of the Transplant Effect on Indian Corporate Governance, 21(1) Nat’l
L. Sch. of India Rev. 1, 10-12 (2013).
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because of the possibility of diffuse monitoring.?’ In this way, Anglo-Saxon forms of
governance stress independent boards, sanguine reporting and systems to enforce shareholder
power and alive market disciplines.?®

In comparing the board governance of India and the Anglo-Saxon countries, there are
substantial differences in monitoring intensity whether it is strategic of ownership context, and
enforcement ability. Indian Boards are more prone to the style of stewardship and by the control
of the promoter on strategic decisions but the focus of the Anglo-Saxon boards are independent

monitoring and market discipline.

II. Board Structure
The presence of different legal environments and enforcement systems supports such
differences, as Anglo-Saxon systems are provided with more legal support concerning the
presence of the independent directors and the rights of shareholders. Adoption of Anglo-Saxon
board norms occurs very slowly in Indian companies, with this progress more evident in listed
companies that are in accordance with SEBI rules; and there are still deficiencies with regard

to board performance.

III.  Agency Problem

The stewardship-agency dichotomy provides a helpful perspective on the interpretation of
contrasting systems of governance, but its universal uses are minimal.?’ Indian governance is
more of a mixture in which the stewardship prevails due to the concentration of ownership of
companies and cultural ethics are factored in, compared with the Anglo-Saxon form of
governance that is captured by the agency theory which thrives through dispersed ownership.’
Other theoretical frameworks like the bonding, signaling and institutional theories also help to
shed more light on the governance behaviors especially with regard to the disclosure and

institutional enforcement variations.?! This synthesis implies that good governance models
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should combine ownership structure, the role of the board and institutional setting, as opposed

to using monolithic theories.*?

IV. Regulatory Environment and Corporate Governance Codes

In the aftermath of SEBI and the implementation of the Clause 49, there has been a significant
improvement in depth and width of disclosure and extent of corporate governance in the annual
reporting done in India.*® The empirical results indicate that most of the firms have adhered to
the required requirements, whereas a remarkable proportion of firms augmented their reporting
information on a voluntary basis.** However, disclosure quality is quite heterogeneous due to
the fact that government-controlled enterprises perform worse compared to privately owned
organisations, which is largely explained by the differences between governing regime interests
of both types of entities.>* This phenomenon is explained by the bonding theory which assumes
that disclosure practices are use to transmit the signals of firm-specific quality and create the
investor trust a phenomenon which is most efficient in the institutional set where the
mechanisms of enforcement are not only credible but also hard.*

In the US and the United Kingdom there is a comprehensive regime of financial and
sustainability reporting standards, legislated by way of legislative instruments and codicil-
based standards (most notably the Sarbanes-Oxley Act and the UK Corporate Governance
Code respectively).>” Such tools require companies to provide substantive details regarding the
structure of boards and the functions of governance, risk management systems, and the
practices of corporate social responsibility.*® Independent audit committee forms the center

point of this supervisory system, thus, the disclosure regime is followed and earnings
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manipulation is thwarted.>® At the same time institutional investors act as the external
governance monitors and exert their pressures to them with the help of an array of tools in order
to achieve compliance.* Summing the effect, this produces a superior architecture of
governance which provokes more investor confidence and is demonstrated to be associated

with positive firm valuations.

V. Convergence and Divergence Trends in Corporate Governance Models
India has adopted comprehensive regulation reform based on the Anglo- Saxon paradigm
leaving mandatory disclosure requirements and provisions, in that way, requiring independence
of the board.*! Such spread of the audit committee standards and board reforms is indicative of
the fact that there is rapid convergence of the country with best practices across the world in

the form of formal governance structures and disclosure among others.*?

High disclosure also leads to positive impact of enhanced firm performance by limiting
asymmetry of information and crewing the signals of firm quality to investors.*’ In India,
although some improvement has been reported there are factors that impede the use of
disclosure as a tool of governance, these are the constraints to enforcement and institutional
quality.** Regulatory convergence encourages the disclosure practices in India to converge
towards the Anglo-Saxon norms; however, this convergence is unlikely to be substantive unless
ownership patterns and more rigid institutions change, in which case there is the risk of
superficial governance equivalence.*> Empirical studies indicate that superior disclosures are

associated with market valuation and less agency cost; it therefore follows that disclosure
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reforms are important in the development of Indian corporate governance.*®

Although there exist certain convergences in regulatory terms, however, there still exist
significant differences in areas of corporate governance, mostly due to the high level
proprietary control present in India, composed due to concentration of family ownership and
influence of promoters.*’ Indian legal and enforcement frameworks are relatively weak and
these institutional weaknesses curtail the ability of the regulator to ensure the corporate law.*®
As a result, significant systemic variations, such as the dominance of minority shareholder
expropriation in India and managerial opportunism in Anglo-Saxon domiciles, support the
existing institutional dispersion in the systems of governance. **The ensuing tensions between
opposites of the agency problems and opposites of the stakeholder priorities begs the question

of feasibility and appeal of a non-differentiable governance architecture.>

9. Conclusion
The present concept of corporate governance originated during late 20" century. Initially it
started in United States and United Kingdom. Later on it was adopted by other countries. India
taking its inspiration from UK and USA adopted corporate governance norms into its system.
Indian model adopts similar provisions to Anglo-American model of corporate governance.
But it is not limited to Anglo-Saxon model, as some of the provisions are adopted from other
corporate governance models from around the world. India is developing a strong corporate
governance model and it is necessary that it is implemented correctly to have a strong corporate
system. With the changing times in the 21* century there has been a shift in the global economic
dynamics with India emerging as one of the superpower, and investment hub for new
corporations. This has led to the demand of more stringent corporate governance norms to

ensure accountability and transparency in the working of corporations.
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The current analysis presents the contrasting paths and key features of corporate governance in
India when compared with Anglo-Saxon patterns of the United States and the United
Kingdoms. What lies beyond the surface is the patterns of corporate ownership concentration,
setup of board structure, standards of disclosure, and the shape of regulatory regime, exposing
specific governance rationalities and role of institutions. Despite these differences, there has
been an ongoing need of reform and competitive forces of the market which has enabled further

processes of hybridization, thus allowing them to integrate certain functions of each paradigm.

This analysis makes the point that though convergence in regulation can be detected, the
effectiveness of regulation towards the end comes in deeper changes in the composition of
ownership and at the institutional level facilitating transparency, accountability, and

improvements in performance.

One of the ways through which corporate governance in India can be improved is by
strengthening the protection given to minority shareholder. This goal may be met through
enhancement of enforcement and dispute-settlement systems. Similarly, enhancing the
functions of independent directors and promoting a higher level of gender diversity will

succeed in raising the effectiveness of boards and their quality of judgment.

Proper regulations with disclosure norms, further demand careful regulatory inspection not to
mention capacity building in the firms in a bid to ensure authentic disclosures. It is believed
that cultivating an enhanced involvement and activism of the institutional investors is likely to

induce market discipline which in turn, will facilitate the governance enhancement.

This field requires the need of a systematized empirical research on the nexus of governance
and performance in a range of Indian corporate organizations and other emerging economies.
The academic understanding of where one can look to the cultural, institutional and ownership

factors that make governing effective would benefit.

In order to supplement available literature on formal systems of governance, comparative
studies between informal systems are called upon especially stewardship practices in family
control firms. One emerging issue has been to develop integrative theoretical constructs that
can be used to encompass the evolution of governance in emerging-market milieu and thereby

to inform policy formation and daily practice.
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