
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

REVIEW ARTICLE 
 

 
 
 

Study of Political Representations: 
Diplomatic Missions of Early Indian to 

Britain 

Journal of 
Advances and 

Scholarly 
Researches in 

Allied 
Education 

Vol. 3, Issue 6, 
April-2012, 
ISSN 2230-

7540 

 

 

 

 

International Journal of 
Information Technology 

and Management 

Vol. V, Issue I, August-
2013, ISSN 2249-4510 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

A RESEARCH UPON TECHNIQUES OF 
CORPORATE GOVERNANCE IN BANKING 

SECTORS OF INDIA 

 

 

 

 

 

 

 

 

 

 

 

 

 

www.ignited.in 

 



 

 

Nidhi Rastogi1 Dr. Naresh Kumar2 

 

w
w

w
.i

gn
it

e
d

.i
n

 

1 

 

 International Journal of Information Technology and Management 
Vol. V, Issue I, August-2013, ISSN 2249-4510 

 
A Research upon Techniques of Corporate 

Governance in Banking Sectors of India 

 

Nidhi Rastogi1 Dr. Naresh Kumar2 

1
Research Scholar, M.J.P. Rohilkhand University, Bareilly 

2
Associate Professor, Faculty of Commerce, Hindu College, Moradabad  

Abstract – Corporate Governance has quick risen as a benchmark for judging corporate brilliance in the 
connection of national and international business practices. From guidelines and attractive implicit rules 
some decade prior, corporate governance is presently distinguished as an ideal model for enhancing 
aggressiveness and upgrading proficiency and accordingly enhancing speculators' trust and gaining 
entrance to capital, both household and additionally foreign. What is important is that corporate 
governance has turned into a dynamic idea and not static one.  

Banks structure a vital connection in a nation's financial system and their well-being is basic for the 
economy. The critical conversion of the banking industry in India is unmistakably obvious from the 
changes that have happened in the financial markets, establishments and items. While deregulation has 
opened up new vistas for banks to expand incomes, it has involved more amazing rivalry and 
subsequently more stupendous dangers. Cross-fringe streams and the entrance of new items have 
altogether affected the residential banking sector, constraining banks to modify the item blend, as 
additionally to impact quick changes in their methods and operations with a specific end goal to remain 
intense in the globalized environment. These developments have encouraged more amazing decisions 
for customers who have ended up additionally observing and requesting forcing banks to offer a broader 
go of items through assorted dissemination channels. In such situation, usage of exceptional corporate 
governance practices in banks can guarantee them to adapt to the evolving environment. Today's 
corporate governance intends to improve everything and provides for risk assessment, risk cover, early 
warning systems against failure as well as prompt corrective action. 

---------------------------♦----------------------------- 

INTRODUCTION  

Corporate governance is "the system by which 
companies are steered and regulated". It includes 
administrative and market instruments, and the parts 
and relationships between a company's administration, 
its board, its shareholders and different stakeholders, 
and the objectives for which the organization is 
administered. In contemporary business corporations, 
the primary external stakeholder assemblies are 
shareholders, debt-holders, trade creditors, suppliers, 
customers and communities influenced by the 
partnership's exercises. Internal stakeholders are the 
governing body, executives, and different employees.  

A great part of the contemporary engage in corporate 
governance is concerned with moderation of the 
clashes of diversions between stakeholders. Methods 
for alleviating or averting these clashes of investment 
incorporate the methodologies, traditions, approaches, 
laws, and organizations which have an effect on the 
way a company is regulated. An important topic of 
corporate governance is the nature and extent of 
accountability of individuals in the business.  

An identified yet differentiate string of dialogues 
keeps tabs on the effect of a corporate governance 
system on economic effectiveness, with an in number 
accentuation on shareholders' welfare. In expansive 
firms where there is a partition of ownership and 
administration and no regulating shareholder, the 
principal–agent issue emerges between upper-
administration (the "executor") which might have 
altogether different engages, and by definition 
significantly more data, than shareholders (the 
"principals"). The threat emerges that as opposed to 
administering administration for the benefit of 
shareholders, the top managerial staff might get 
protected from shareholders and obligated to 
administration. This angle is especially display in 
contemporary public verbal confrontations and 
developments in administrative policy. (see regulation 
and policy regulation).  

There has been restored investment in the corporate 
governance practices of up to date corporations, 
especially in connection to accountability, since the 
high-profile crumples of various extensive 
corporations throughout 2001-2002, the majority of 
which included bookkeeping duplicity. Corporate 
outrages of different structures have kept up public 
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and political investment in the regulation of corporate 
governance. In the U.s., these incorporate Enron 
Corporation and Mci Inc. (some time ago Worldcom). 
Their end is connected with the U.s. national 
government passing the Sarbanes-Oxley Act in 2002, 
planning to restore public trust in corporate 
governance. 

BACKGROUND  

The subjective proof of the 1997 Asian emergency 
demonstrated that poor corporate governance 
contributed to the breakdown of numerous banks and 
corporate firms in Thailand, Malaysia, South Korea 
and Indonesia. From that point forward, there has 
been an earnest exertion to enhance corporate 
governance in the emergency ridden nations (Gan et 
al, 2001). The financial emergency in some Asian 
nations in late 1990s provoked the vast majority of the 
nations to give enhanced corporate governance a 
necessity. ―the misfortunes because of feeble 
corporate governance practices and debasement are 
evaluated at almost 15 percent of China's Gdp, 
however the figure may be much higher. A yearly 
synergistic investigation of the corporate governance 
scene of Asian markets titled "Spreading the World: 
Cg Watch 2004-05" was embraced by independent 
stockbrokers. From this gathering the mindfulness and 
criticalness of corporate governance in Asian nations 
was figured it out. Asian nations do understand that Cg 
practices might not change overnight; subsequently 
quietness is the way to triumph in this field.  

Acknowledging the criticalness of this subject, Asian 
Corporate Governance Association (Acga), made a 
report throughout 2004-05, on the state of issues of 
corporate governance in Asian markets, accentuating 
on some key determinants behind evaluating 
corporate governance norms, for example, administers 
and regulations, requirement, political and 
administrative environment, the selection of 
international bookkeeping guidelines, and corporate 
governance society.  

In India Corporate governance has most as of late 
been wrangled after the corporate misrepresentation 
by Satyam originator and Chairman Ramalinga Raju. 
Indeed, inconvenience began preparing at Satyam 
around December 16, 2008 when Satyam reported its 
choice to purchase stakes in Maytas Properties and 
Infrastructure for $1.3 billion. The arrangement was 
soon canceled owing to significant dissatisfaction from 
shareholders and falling impart cost. In any case, in 
what has been seen as one of the biggest corporate 
fakes in India, Raju admitted that the benefits in the 
Satyam books had been expanded and that the money 
hold with the company was insignificant. Incidentally, 
Satyam had accepted the Golden Peacock Global 
Award for Excellence in Corporate Governance in 
September 2008 however was stripped of it not long 
after Raju's admission.  

Corporate governance has been on the top necessity 
of Asian nations with most businesses presenting 
thorough regulations. In spite of the fact that it can't be 
known as a completely fulfilled attainment from the 
confirmation of its accomplishments, however the 
ethos of corporate governance is yet to turn out 
completely. Throughout the same period, the need for 
corporate governance was additionally felt in 
accordance with the international pattern. The leading 
activity for guaranteeing corporate governance around 
Indian companies originated from the corporate sector 
itself. The Confederation of Indian Industry (Cii) 
concocted the Code of Desirable Corporate 
Governance in 1998. At that point the Securities 
Exchange Commission of India (Sebi) which is the 
controller of Indian financial business sector, 
designated 'Kumaramangalam Birla Corporate 
Governance Committee'. A large portion of the 
suggestions made by the Committee were 
acknowledged and executed by Sebi in the year 
2000.  

Corporate governance has been on the top necessity 
of Asian nations with most business sectors 
presenting extensive regulations. Despite the fact 
that it can't be known as a completely fulfilled 
fulfillment from the confirmation of its 
accomplishments, however the ethos of corporate 
governance is yet to turn out completely. Throughout 
the same period, the need for corporate governance 
was additionally felt in accordance with the 
international pattern. The leading activity for 
guaranteeing corporate governance around Indian 
companies originated from the corporate sector 
itself. The Confederation of Indian Industry (Cii) 
concocted the Code of Desirable Corporate 
Governance in 1998. At that point the Securities 
Exchange Commission of India (Sebi) which is the 
controller of Indian financial business sector, 
delegated 'Kumaramangalam Birla Corporate 
Governance Committee'. A large portion of the 
proposals made by the Committee were 
acknowledged and executed by Sebi in the year 
2000. 

REQUIREMENT OF CORPORATE 
GOVERNANCE  

As we are walking send towards global economy, 
there are numerous economic issues coming up 
simultaneously for advancing, developing and 
transitional economies. These could be rightly 
distinguished as structural changes in business 
organizations. It realized much mindfulness around 
moguls, bankers and public in question. Such 
economy confronted an impeded development 
regardless of having economic change like 
privatization, liberalization and lifting authorizing raj. 
Regardless of stream of cash in such economy, the 
development couldn't take its remained because of 
lopsided methodology. The holder of ‗para-state' 
organizations, for example, privatization finances 
stay in the hands of biggest shareholders of 
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companies. Subsequently, the absolute force remains 
stacked in the hands of not many people 
acknowledged as internal owners, while the external 
owners don't have enough power to control the 
companies and consequently can't guarantee 
themselves to get suitable returns (Fernando, 2002).  

An alternate important variable in banking industry in 
improving nations is that banks are for the most part 
claimed by government. In such circumstance, banks 
are basically guided by government forms and 
numerous laws dependent upon stereotype 
techniques. The accountability thought is less evident 
as the notion of government work demoralizes the soul 
of rivalry. The need for corporate governance in 
improving, developing and transitional economies not 
just emerges from determining issues of ownership 
and control, additionally from guaranteeing 
transparency in accomplishing the craved objective of 
corporate governance. As a rule, improving and 
developing economies are plagued with issues, for 
example, the absence of property rights, the misuse of 
minority shareholders, contract violations, holding 
stripping and self-dealing.ownership design, 
administrative environment, societal weight (on the 
developmental part of banks) and the wide structure 
might be the key components in the outline of a 
governance schema of banking. While government 
ownership does furnish center quality to banks, the 
structural inefficiencies and absence of administration 
independence seems to have debilitated the capability 
of our banks (Public sector) to contend successfully in 
the present market circumstance (Ravisankar, 1999).  

Banks and financial organizations have been making 
urgent commitments throughout the years to country's 
economic development and development. 
Government-claimed (Public Sector) banks have 
assumed a major part in economic development. 
Throughout the most recent not many years, these 
establishments are gradually getting ―corporatized‖ 
and subsequently corporate governance issues in 
banks expects more stupendous importance in the 
impending years. Acknowledging the essentialness of 
banking sector the act of corporate governance and 
how it helps banking industry in India as far as carrying 
more transparency and in general development of 
banking sector. So the examination will distinguish the 
traits of corporate governance and to what extent it is 
constantly executed in India's banking sector. 

GOVERNANCE IN BANKING SECTOR 

Indian Banking benefit Excellence has perpetual 
importance, yet is significantly more applicable now, as 
going ahead incremental development will depend 
progressively on profit development. India saw 
wonderful development quickening in the prior years 
the emergency; large portions of the elements that 
helped this have been affirmed. At the same time, as it 

had seen after, one of the unacknowledged drivers of 
that development execution has been the change in 
the quantum and nature of financial intermediation 
headed by the business banking sector. It is required 
to expand that accomplishment, and profit change is 
unquestionably the most essential instrument for 
finishing so. Some applicable inquiries are:   

A) How is Corporate Governance of Banks Different? - 

Banks are not the same as different corporates in 
important regards, and that makes corporate 
governance of banks diverse as well as additional 
discriminating. Banks grease up the wheels of the 
genuine economy, are the channels of financial policy 
transmission and constitute the economy's 
installment and settlement system. By the precise 
nature of their business, banks are remarkably 
leveraged. They acknowledge a lot of uncollateralized 
public finances as stores in a guardian limit and 
further influence those trusts through credit creation. 
The vicinity of an expansive and scattered base of 
contributors in the stakeholders bunch separates 
banks from different corporates.  

B) Regulation and Corporate Governance of Banks  - 

Regulation has generally had a noteworthy part in the 
advancement of corporate governance standards in 
the banking industry. Notwithstanding, to accept on 
this groundwork that great regulation can 
counterbalance awful corporate governance will be 
patently off. Regulation can supplement corporate 
governance, however can't substitute for it.  

The emergency has triggered a swathe of financial 
changes to moderate a portion of the known dangers 
uncovered by it. Naturally, these changes likewise 
include corporate governance. A few nations have 
effected major structural changes to enhance the 
working of their financial establishments, to 
guarantee the power of their danger administration 
systems and to make their operations more 
transparent. By a wide margin the most outstanding 
has been the Dodd-Frank Act in the United States 
which, besides everything else, intends to actuate 
more stupendous transparency concerning the board 
and the top administration positions and their 
payment.  

C) Evolution of Corporate Governance of Banks in 
India  - 

Let quickly portray the advancement of corporate 
governance of banks in India. In the prereform time, 
there were not many administrative guidelines 
blanket corporate governance of banks. This was 
reflective of the predominance of public sector banks 
and generally few private banks. That situation 
changed after the changes in 1991 when public 
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sector banks saw a weakening of government 
shareholding and a bigger number of private sector 
banks went ahead the scene. 

CONCLUSION 

It has been highlighted how banks are not quite the 
same as different corporates and how this throws 
bigger and more perplexing obligations on their 
corporate governance. It likewise quickly followed the 
progressions in the Indian banking structure 
accompanying the changes in 1991 and how this has 
had important suggestions for corporate governance. 
The discoveries from essential examination were truly 
attractive since the respondents were very downright 
in highlighting the characteristic of exceptional 
corporate governance. It was a qualitative examination 
that reflects the commonness of corporate governance 
practices in Indian Banking sector. The conclusion of 
auxiliary exploration dissection has recently secured 
the way that exceptional corporate governance is an 
actuality and Indian Banking sector has left no stone 
unturned to attain this. Authenticating this conclusion 
of optional exploration, essential examination was 
pointed at to draw critical knowledge into it. The 
conclusion of essential exploration likewise reflected 
the sheer truthfulness of senior bank's official to take 
this mission send to the peak of triumph. Nonetheless, 
while Corporate Governance has risen as a potential 
constrain for the accomplishment of banking sector, a 
large portion of the executives think that it is 
troublesome to detail the level of usage of great 
Corporate Governance practices. Of course, the 
executives are truly worried about the uprightness of 
bookkeeping articulations and nature of transparency 
and exposures and feel that particular hole of delicate 
data and doubtful bookkeeping practices have been 
the greatest concerns from the Corporate Governance 
viewpoint.  

The examination on corporate governance in Indian 
Banking Sector generated some important outcomes. 
Banking has ended up complex and it has been 
distinguished that there is a need to append more 
imperativeness to qualitative guidelines, for example, 
internal controls and danger administration, creation 
and part of the board and divulgence principles. 
Corporate Governance has gotten to be extremely 
important for banks to perform and stay in rivalry in the 
period of liberalization and globalization. The 
achievement of corporate governance rests on the 
consciousness from the banks of their own obligations. 
While law can control and regularize certain practices, 
a definitive obligation of being moral and ethical stays 
with the banks. It is this edification that might carry 
banks conclusion to their objectives. Then again, while 
this looks exceptional on paper, it runs into 
respectable trouble throughout execution. The difficulty 
is compounded given the fact that there are easier 
ways, which give faster returns that are no less 
valuable because they are acquired through 
questionable means. 
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