
 

 

 

 

Neelam Kumari1* Dr. Satish Chandra2 
 
 

w
w

w
.i
g

n
it

e
d

.i
n

 

540 
 

 Journal of Advances and Scholarly Researches in Allied Education 
Vol. 13, Issue No. 1, April-2017, ISSN 2230-7540 

 

A Theoretical Study of Corporate Governance 
and Disclosure Practices in India 

 

Neelam Kumari1* Dr. Satish Chandra2 

1
 Research Scholar of OPJS University, Churu, Rajasthan 

2
 Assistant Professor, OPJS University, Churu, Rajasthan 

Abstract – The article talks about the significance of Corporate Governance disclosure in improving firm 
esteem. It has been watched that despite the fact that the disclosures are made obligatory, there is a huge 
variety in the nature of corporate governance disclosure practices received by companies recorded in 
various nations. Exact research done before has additionally demonstrated that good corporate 
governance practices took after upgrades the firm esteem. There is substantial variety in disclosure 
practices crosswise over industries and crosswise over companies recorded in various nations. Corporate 
Governance (CG) has become quickly in the most recent decade and is presently seen as an essential 
property of the corporate part. "Poor" CG and "need" of straightforwardness of corporate financial 
announcing have as often as possible been distinguished as a portion of the main drivers of the Asian 
financial emergency. Hence, the requirement for a noteworthy change in straightforwardness, both 
"bookkeeping" and "public disclosures," winds up basic. These days, disclosure about CG is a crucial 
subject of the cutting edge corporate administrative framework, which incorporates giving data by a 
company to the public in an assortment of ways. In the light of CG consistence necessities and 
obligatory/non-required disclosure gauges, as visualized by the ongoing arrangements of the SEBI's 
"Proviso 49 of the Listing Agreement," this 'experimental' contextual investigation dissects the CG 
disclosure practices in India.  

Keywords: Corporate Governance, Disclosure, Companies, Public Disclosures, India, etc. 

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - X - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

INTRODUCTION 

Corporate governance is a vital component to strong 
and energetic capital markets. It is an essential 
instrument of investor security. It suggests holding 
fast to the partners' desires and to act in good 
confidence and conforming to the important laws and 
controls. Corporate governance is a device for 
making long haul connection between the companies 
and the capital agents. It includes an arrangement of 
connections among the board individuals, company's 
management, investors and different partners. A 
superior corporate governance structure guarantees 
that board individuals perceive their guardian 
obligation towards the investors and act in like 
manner in a responsible and straightforward way. 
This accomplishes long haul supportability and 
validity. In the present period of globalization and 
financial progression, the term Corporate 
Governance has pulled in a good arrangement of 
public intrigue. "Extending economies, expanded 
nearness of remote institutional investors, tapping of 
outside markets and in particular corporate outrages 
the world over have raised genuine concerns in 
regards to the working of the board and investor 

security". The corporate governance malpractices, 
for example, the embarrassments and the 
sensational decrease of securities exchanges toward 
the start of the new century have raised the level 
headed discussion on the principal issues of 
corporate governance i.e. for what reason the 
company exists and whose interests it serves. 

The World Bank (1999) states: "Corporate 
Governance alludes to that mix of law, direction and 
suitable intentional private segment practices which 
empower the enterprise to pull in financial and 
human capital, perform effectively, and accordingly 
sustain itself by producing long haul monetary 
incentive for its investors, while regarding the 
premiums of partners and society in general. The 
vital attributes of viable corporate governance are: 
straightforwardness (disclosure of pertinent financial 
and operational data and inward procedures of 
management oversight and control); security and 
enforceability of the rights and privileges all things 
considered; and, executives able to do autonomously 
supporting the enterprise's system and real 
marketable strategies and choices, and of freely 
enlisting management, checking management's 
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performance and trustworthiness, and supplanting 
management when essential".  

"Corporate governance includes an arrangement of 
connections between a company's management, its 
board, its investors and different partners. Corporate 
governance likewise gives the structure through 
which the targets of the company are set, and the 
methods for accomplishing those destinations and 
checking performances are resolved. Good corporate 
governance ought to give legitimate motivating forces 
to the board and management to seek after goals 
that are in light of a legitimate concern for the 
company and its investors and ought to encourage 
viable checking".  

REVIEW OF LITERATURE: 

Disclosure is a vital segment of corporate 
governance since it enables all partners of firms to 
screen performance of the firm. 'Good practices in 
corporate governance disclosure', a direction issued 
by OECD (2006) likewise expresses that every single 
material issue identified with the corporate 
governance of a firm ought to be unveiled in an 
auspicious way. Henceforth, disclosures must be 
clear, compact and exact and administered by the 
substance over shape rule. A powerful arrangement 
of governance practices ought to guarantee 
consistence with appropriate laws, norms, guidelines, 
rights, and obligations of every single invested 
individual, and further, ought to enable companies to 
dodge exorbitant prosecution, including those costs 
identified with investor claims and different question 
coming about because of misrepresentation, 
irreconcilable circumstances, debasement and pay 
off, and insider exchanging. Disclosure by firms can 
be sorted as required disclosure and intentional 
disclosure. Deliberate disclosure, additionally 
characterized as data in abundance of compulsory 
disclosure, has been getting an expanding measure 
of consideration from researchers in late corporate 
governance and disclosure thinks about. Due to the 
deficiency of required disclosure by firms, the 
proactive activity by firms, for example, intentional 
disclosure furnishes investors with the fundamental 
data to settle on more educated choices.  

The effect of corporate governance and 
proprietorship structure on financial disclosures is 
driven by a few hypothetical establishments. 
Organization hypothesis is one of the chief 
speculations managing disclosure and governance 
and it says about irreconcilable situation between 
investors (principals) and directors (operators) 
because of detachment of possession and 
management. To screen operators, principals would 
call for successful corporate governance mechanism 
and satisfactory disclosure of data.  To maintain a 
strategic distance from this circumstance, companies 
uncover data willfully, giving signs to the market. 
Political process hypothesis proposes that regulators 

settle on choices in light of the data revealed by 
firms. This may likewise prompt investigation the 
effect of corporate governance mechanism (upheld 
by regulators) on disclosure approach of firms. 
Higher data disclosure is relied upon to legitimize a 
company's vast benefits and consequently dodge 
lawful commitments. Political expenses and the 
aggressive condition additionally impact the level of 
data uncovered in an industry.  

Eng and Mak (2003) distributed an article about 
corporate governance and intentional disclosure 
looking at the effect of proprietorship structure and 
board creation on deliberate disclosure. They 
reviewed the yearly reports of 158 Singaporean firms 
in 1995; the board structure is estimated by the 
level of free executives. The review demonstrates a 
positive relationship between's willful disclosure and 
the extent of free chiefs. Recognizing administrative 
proprietorship, block holder possession and 
government proprietorship and contrasting it with 
deliberate disclosure of key, financial and non-
financial data the study shows that lower 
administrative proprietorship and higher 
government possession are related with higher rate 
of willful disclosure, while no connection to block 
holder proprietorship was found.  

Bhojraj and Sengupta (2003) inspect the 
relationship between corporate governance 
disclosure mechanisms, security evaluations and 
yields breaking down an example of 1005 obligation 
issues gathered from the Warga Fixed Income Base 
in the vicinity of 1991 and 1996. The investigation 
demonstrates a positive connection amongst 
disclosure and security appraisals and a negative 
connection amongst disclosure and security yields 
indicating how governance mechanisms can lessen 
hazard and data asymmetry amongst companies 
and loan specialists. Moreover Bhojraj and 
Sengupta find that this relationship is particularly 
noteworthy while with respect to firms that have 
more prominent institutional possession and more 
grounded outside control and note that corporate 
governance disclosure brings down a company's 
default chance and diminish potential irreconcilable 
situations through expanded straightforwardness.  

Collett and Hrasky (2005) dissected the 
connections between willful disclosure of CG data 
by the companies and their aim to bring capital up 
in the financial market. An example of 299 
companies recorded on Australian stock trade had 
been taken for the year 1994 and Connect-four 
database had been utilized for accumulation of 
yearly reports of companies. The investigation 
discovered that "exclusive 29 Australian companies 
made willful CG disclosure, and the level of 
disclosures were fluctuated from company to 
company." Similarly, Barako et al., (2006) inspected 
the degree of deliberate disclosure by the Kenyan 
companies well beyond the obligatory necessities. 
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This investigation secured a time of 10 years from 
1992 to 2001. The outcomes uncovered that "the 
review advisory group was a noteworthy factor 
related with level of deliberate disclosure, while the 
extent of non-official chiefs on the board was 
contrarily related."  

Bhuiyan and Biswas (2007) considered the 
corporate governance practices of 155 recorded 
companies in Bangladesh. The Corporate 
Governance Disclosure Index (CGDI) comprising of 
45 things was developed and characterized into five 
classifications specifically, financial disclosures, non-
financial disclosures, AGM, timing and methods for 
disclosure, and best practices for consistence with 
CG. A huge contrast was found among the CGDI of 
different sectors. The discoveries of the investigation 
uncovered that companies were more dynamic in 
financial disclosures as opposed to non-financial 
disclosures.  

Parsa, Chong, and Isimoya (2007) analyzed the 
status of consistence with the corporate governance 
by 89 Small and Medium Enterprises (SMEs) 
recorded on UK Alternative Investment Market (AIM). 
The examination was directed for the time of three 
years from 2002 to 2004. To gauge the governance 
disclosure, corporate governance disclosure file was 
readied in light of the Combined Code and Financial 
Services Authority (FSA) posting rules. The 
investigation found that AIM recorded.  

Rudra Titus (2010), directed investigation of 43 
companies out of Fortune 500 most important 
companies. The companies were examined in light of 
32 parameters unveiled in the yearly reports and 
propose that firm level approach identified with 
extraordinary straightforwardness and disclosure is 
emphatically connected with remote institutional 
investments.  

Pahuja and Bhatia (2010) decided the disclosure of 
corporate governance practices in 50 recorded 
Indian companies. To think about the degree the 
corporate governance disclosure, a CGDI was 
registered for the year 2006. The finding uncovered 
that the governance disclosure varies among 
companies and was better in bigger companies. The 
reason are that the bigger , companies have rich 
data condition; have more assets; are more 
presented to political expenses; and may require 
more impression among the partners. The 
examination presumes that separated from the 
SEBI's endeavors to reinforce the corporate 
governance practices in India, more endeavors are 
required with respect to companies to unveil world-
class data.  

Varghese (2013) regarding the matter of "Corporate 
Disclosure by Indian Companies" has announced a 
huge contrast between disclosure of Strategic 

Information (corporate procedure) and non-key data 
on things uncovered in yearly reports.  

GLOBAL OVERVIEW OF CORPORATE 
GOVERNANCE: 

The United Kingdom has been pioneer in the field of 
corporate governance by naming the Cadbury 
Committee in 1992, to develop appropriate Corporate 
Governance code. Lord's board (2002), Sarbanes-
Oxley Act (2002), OECD (Organization for Economic 
Cooperation and Development (2003), Turnbull, 
Higgs and Smith (2003) have likewise influenced 
amazing commitments in this field by indicating 
guidelines and methodology for keeping up a total 
straightforwardness in disclosures of the financial 
undertakings to upgrade to and ensure the investor's 
advantages which, all nations acknowledged 
collectively. OECD includes Corporate Governance 
in the prelude of its standards as an arrangement of 
connection between company's management, its 
board, its investors and different partners. The 
greater test anyway lies in the sincere and sensible 
execution of standards and guidelines for good 
governance. The investigation of Corporate 
Governance framework in five BRICS nations of 
Brazil, Russia, India, China and South Africa 
(Agrawal V, 2013) features issue of debasement as a 
noteworthy limitation in executing the legitimate 
system of Corporate Governance standards. There 
happens to be two classes of financial frameworks, 
the market-based framework and the bank-based 
framework exemplified by the British and American 
framework and encapsulated by Japan and Germany 
individually. The market-construct framework abides 
with respect to separating of proprietorship and 
control and is set apart by the responsibility of the 
Chairman of the governing body to those investors 
who regularly pitch their offers to express their hatred 
towards wasteful management. In the bank-based 
framework, organizations in Germany and Japan 
work in an unexpected way. In Germany for example, 
banks possess shares in the company and as a rule 
have board portrayal. The Indian framework be that 
as it may, goes about as a mix of these two clashing 
circumstances, in spite of the fact that the essential 
corporate legitimate structure remains market-based, 
share proprietorship is far less scattered and 
financial foundations restrict themselves in financing 
the corporates instead of having board portrayal.  

OVERVIEW OF CORPORATE GOVERNANCE 
IN INDIA: 

The Indian exertion for creating corporate 
governance goes back to 1996 when CII 
(Confederation of Indian Industry) and ASSOCHAM 
(Associated Chambers of Commerce and Industry) 
set up a unique team to devise code for corporate 
governance following huge scale tricks. India's 
administrative office SEBI expected a proactive part 
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and designated Kumara Mangalam Birla board of 
trustees (2000) to calibrate the proposals of the 
above team and build up a uniform code for 
corporate governance. Notwithstanding, the tricks of 
UTI (1998) and Ketan Parikh (2001) demonstrated 
further that the corporate governance code 
developed so far was not adequate to anticipate 
financial disasters. This constrained SEBI to delegate 
N. R. Narayan Murthy board (2003) to devise a 
forcing mechanism to diminish the nonexistent 
working of organizations. SEBI, following the 
suggestions of different advisory groups, established 
the Corporate Governance code as articulated in 
Clause 49 of the posting assertion. The code is 
partitioned into obligatory and non-required 
standards and is material for every recorded 
partnership. It additionally requires the recorded 
companies to incorporate a different section on 
corporate governance showing the consistence 
towards the two sorts of standards. Moreover the 
companies are required to add a testament from the 
evaluators or by the company secretary as for 
consistence of corporate governance standards as 
sketched out in this provision. The goal was to 
restrain the reoccurrence of tricks yet be that as it 
may, the Satyam trick in 2008-09 uncovered the 
shortcoming of governance mechanism. Strikingly 
Satyam's Board was completely good with every one 
of the prerequisites under Clause 49 as for 
autonomous executives all things considered they all 
neglected to identify the wrong doings. This 
increases the way that good governance can radiate 
just if top managerial staff want to do as such. No law 
can guarantee that an executive asks the correct 
inquiries in an executive gathering, and no control 
can guarantee that a shriek blower feels sufficiently 
safe to report deceptive conduct. Despite the fact 
that it is compulsory to incorporate a different section 
on Corporate Governance in the yearly reports by the 
recorded companies yet apparently, there is, still a 
substantial hole between what is being accounted for 
and what is taken after. Agarwal (2013) completely 
expresses that the business organization being a 
lifeless body, can't settle on or take choices of its 
own however needs to rely on the gathering of 
people, normally known as Directors to manage the 
company to accomplish its vital destinations. The 
organizations accordingly require governance in such 
a way, to the point that major clashing interests of the 
investors, society and the company are best 
accommodated. Right now, in India, however 
corporate governance codes have been drafted with 
a reasonable comprehension of the governance 
measures yet the governance changes are at 
junction and call for growing more suitable 
arrangements developing from inside to address the 
India-particular difficulties. It is advantageous to say 
here that greater part of research contemplates on 
disclosure practices are constrained to couple of 
industries or modest number of companies. Besides, 
most investigations have analyzed the consistence 
towards obligatory standards yet have excluded the 

effect of particular attributes, for example, industry 
write, board organization, review panel and non-
required standards on the general disclosure 
practices. It thusly required that a far reaching 
investigation of above standards be done to 
comprehend the holiness of disclosure practices and 
degree of consistence towards both compulsory and 
non-obligatory standards by concentrate the 
disclosures as acquired from the yearly reports. This 
investigation, along these lines, endeavors to ponder 
the degree of consistence by 50 Indian recorded 
companies, from ten sectors, towards 54 things, 
which have been chosen from the part on corporate 
governance in yearly reports. Moreover they 
suggested the necessity and significance of 
compensation advisory group to choose the 
compensations bundles for official chiefs. This 
council must led by a free executive and all 
compensation data must be revealed in a yearly 
report. For Disclosure and Transparency it powers 
that disclosure list relating to "related gathering" 
exchanges. A compulsory Management Discussion 
and Analysis fragment of yearly report ought to 
likewise be unveiled. They should likewise educated 
leading body of all inert irreconcilable circumstance 
circumstances. Additionally share performance 
must impart quarterly to investors. The offer 
exchange intensity of a company should delegate to 
the offer exchange specialists or officers or council 
or recorder. 

FUTURE PROSPECTS FOR CORPORATE 
GOVERNANCE: 

To highlight the frauds and irregularities in the 
corporate sector the issues of governance, 
accountability and transparency in the affairs of the 
company, as well as about the rights of 
shareholders and role of Board of Directors have 
never been as prominent as it is today. With the 
integration of Indian economy with global markets, 
industrialists and corporations in the country are 
being increasingly asked to adopt better and 
transparent corporate practices. The degree to 
which corporations observe basic principles of good 
corporate governance is an increasingly important 
factor for taking key investment decisions. If 
companies are to reap the full benefits of the global 
capital market, capture efficiency gains, benefit by 
economies of scale and attract long term capital, 
adoption of corporate governance standards must 
be credible, consistent, coherent and inspiring. 
Hence, in the years to come, corporate governance 
will become more relevant and a more acceptable 
practice worldwide. This is easily evident from the 
various activities undertaken by many companies in 
framing and enforcing codes of conduct and honest 
business practices; following more stringent norms 
for financial and non-financial disclosures, as 
mandated by law; accepting higher and appropriate 
accounting standards; enforcing tax reforms 
coupled with deregulation and competition; etc. but 



 

 

 

 

Neelam Kumari1* Dr. Satish Chandra2 
 
 

w
w

w
.i
g

n
it

e
d

.i
n

 

544 
 

 Journal of Advances and Scholarly Researches in Allied Education 
Vol. 13, Issue No. 1, April-2017, ISSN 2230-7540 

 

we cannot eliminate the possibility of frauds and 
scams as seen in the recent Satyam case. Scams 
are an integral part of corporate history. They come 
to light only when the going gets rough. Only when 
the tide goes out we see all those swimming naked. 
Such scams are an opportunity for self-renewal; 
neither self-denial nor blame game. The frequency 
and scale of such scams has been far more in the 
West than in India. We need to take such types of 
scams as an opportunity in future for overhauling the 
system of corporate governance in India. 

ENFORCEMENT OF CORPORATE 
GOVERNANCE NORMS: 

The issue of implementation of Corporate 
Governance standards additionally should be found 
in the more extensive setting of the generous 
postponement in the conveyance of equity by the 
Indian lawful framework by virtue of the critical 
number of cases pending in the Indian courts. An 
exploration by PRS Legislative Research puts the 
quantity of pending cases in courts in India, starting 
at July 2009, as 53,000 pending with the Supreme 
Court, 4 million with different High Courts, and 27 
million with different lower courts. This implies an 
expansion of 139 for every penny for the Supreme 
Court, 46 for each penny for the High Courts and 32 
for every penny for the lower courts, from the 
pending number of cases in every one of them in 
January 2000. Besides, in 2003, 25 for every penny 
of the pending cases with High Courts had stayed 
uncertain for over ten years and in 2006, 70 for each 
penny of all detainees in Indian correctional facilities 
were under preliminaries. Since new cases dwarf 
those being settled, there is clearly a setback in the 
conveyance of equity, and a resulting increment in 
the quantity of pending cases. Likewise, the 
heaviness of the accumulation of more seasoned 
cases crawls upward consistently. This worry is 
additionally explained in the ongoing pleadings 
(documented in January 2010) in the United States 
District Court, Southern District of New York on the 
issue identifying with the misrepresentation in the 
recent Satyam Computer Services, wherein US-
based investors were looking for harms from litigants 
that included, among others, Satyam and its 
reviewers, PricewaterhouseCoopers (PwC) and has 
hurled some extremely fascinating and applicable 
issues. This case was documented for the benefit of 
investors who had bought or generally procured 
Satyam's American Depository Shares (ADS) 
recorded on the New York Stock Exchange and 
investors, dwelling in the United States, who 
obtained or generally gained Satyam basic stock on 
the National Stock Exchange of India or the Bombay 
Stock Exchange.  

CONCLUSION: 

The connection between corporate governance 
disclosure and the companies' legitimate condition 
and market foundation is strikingly intriguing. The 
weaker the legitimate condition, the lower the rate of 
disclosure. Companies unveil less if just feeble 
enactment is forced upon them, we expect that 
investors don't depend on uncovered data as their 
rights are less secured; along these lines disclosure 
is rendered insufficient. The better the market 
framework, the higher the rate of disclosure. 
Companies in markets with less debasement and 
less confinements can work more proficient and 
uncover pertinent data to their partners. Considering 
proprietorship focus variables we observe outside 
promoter holding to be related with disclosures. This 
might be on the grounds that outside promoters need 
to conform to different administrative necessities 
from various nations. We don't discover any impact 
of higher institutional proprietorship on financial 
disclosure. Our discoveries don't bolster the view that 
CEO duality may trade off the disclosure (office 
hypothesis). We don't discover any effect CEO 
duality (CEO and MD being same) on disclosures. 
Discoveries of the study are liable to a couple of 
confinements. We needed to avoid a few companies 
due to non-accessibility of yearly report. The 
consistence level of such companies might be low 
yet we can't catch the same. We depend on financial 
proclamations and other data as distributed in the 
yearly report. We can't know the accuracy of such 
data. We have considered bookkeeping guidelines 
disclosures which are chiefly financial disclosures. 
This study can be additionally stretched out by 
considering non-financial disclosures made by the 
companies. Despites impediments, our study gives 
valuable bits of knowledge to arrangement producers 
and regulators. It can go about as input to standard 
setting bodies and regulators. The low disclosure 
scores flag the requirement for better checking by 
SEBI and ICAI. We additionally observe impact of 
corporate governance variables on disclosures and 
this may help arrangement creators to outline fitting 
approaches with the goal that powerful corporate 
governance likewise prompts enhanced disclosures.  
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