Year: April, 2018, Vol.:6, Issue:2 ISSN 2320 - 141X

UGC Approved
Journal No. 42610

TN T T WY

: »f”{ erred Journal
4 .=.;‘~.'35‘a_f i

Il EDUCARE mnwmm
B JOURNA! " COMMERCE
el AND MAI ' EMENT

Scanned by CamScanner



. ISSN:2320 —141X

CORPORATE GOVERNANCE FOR CORPORATE EXCELLENCE
DIVYARAIJSINH ZALA
Ph.D. Scholar
Department of Commerce
Saurashtra University, Rajkot (Gujarat)

OO X MR I O K 3 0 3 R K K D I I B X M 0 RN X KM X X X

[ v‘é\ﬁSTk}\CTJ

Corporate Governance is related with corporate entities and c.\'ccllcns‘c. C()rp()rgtf Guvcrna.:rcc
is playing an important role in organization in an effective manner. .Corpomrc (.rover)_mncv is a
process or a set of systems and processes 1o ensure that company is mmmgc‘d to suit lht: best
interest of all stakeholder. The purpose of cerporate governance is to facilitare effective
mmmgcmlcn! that can deliver the long term success of the company. Corporate excellence is ojien
described as the outstanding practices in managing the organization and achieving results, all
based on a set of fundamental concepts and values. The further details of this topic are outlined
and examined in this research paper.
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INTRODUCTION:

Corporate Governance is the application of best management practices, compliance of law in

letter and spirit and adherence to ethical standards for eftective management and distribution of
wealth and discharge of social responsibility for suitable development of all stakehoiders.

Corporate governance rests with the vision and perception of the leadership and a leader need to
adopt a vision for corporate governance. Corporate governance is not merely about enacting
legislation, it is about establishing a climate of trust and confidence. Ethical business behavior and
fairness cannot be legislated. Strengthening corporate governance is fundamentally a political,
social, cultural process in which governance and the private sector have to synergies. Corporate
governance extends beyond corporate laws. Its fundamental objective is not merely fulfillment of
requirement of law ensuring commitment of the board to transparency in managing the company.
modernizing long term sharcholder value.

Corporate governance is concerned with the process by which corporate entities are governed.
Business people as well as general public expect good business moral values and effective
governance from the business leaders. In the modern time of globalization, corporate governance
plays an important role. Corporate governance is aftected by the relationship among participants
in the governance. It ensures that corporate managers run their businesses successtully and take
care of long term interests of their stakeholders. Corporate governance improves capital efticiency
of companies and provides a roadmap for a corporation. helping the leaders of a company in
making decision by law, benefits to stakehelders. ete. Corporate governance is the set of
processes, customs, policies, laws and institutions affecting the way a corporation is directed.
administered or controlled. The overall objeciive of governance is to maximize long term value

and shareholders” wealth. Corporate governance is the key element in improving the economic
efficiency of a firm.

In a narrow sense, corporate governance involves a set of relationships amongst the company’s
management, its board of directors, its shareholders, and other stakeholders. These relationships,
which involve various rules and incentives, provide the structure through which the objectives of
the company are set, and the means of attaining these objective; as well as monitoring

perf ormance are determined. In a broader sense, corporate governance involves - the extents to
which companies are run in an open and honest manner. It is important for overall market
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REVIEW OF LITERATURE:

Reviews of literature of the study are stated below:
5> INTERNATIONAL JOURNAL OF ADVANCE RESEARCH IN COMPUTER

SCIENCE AND MANAG EMENT STUDIES: CORPORATE EXCELLENCE
THROUGH CORPORATE GOVERNANCE:- Having a common governance
framework can play an important role in helping boards gain a better understanding of
their oversight role. The framework should have attributes that contribute 10 cffe&i\'e
governance ar}d tools .fo.r addressing governance risk. Corporate govermance is a set of
p.rocacss, practices, policies, proce(!ur_es, rules and laws affecting the way of business is
directed, {11ax1aged or controlled. it is a set of systems and processes to ensure that a
company 1S managed to suit the best interests of all. Corporate governance is a way of life
and not a sct of rules. It is a necessary condition and noi 2 sufficient condition for
;Léf\cv?cc,i]”:ﬁ m“the glgbal market place. Corporate governance brings about equilibrium
5 aChiCv?nc;\}:ﬁztanons of th_e owners, employees customers and all other stakeholders.
caluable toolb'e Cse expectations, corporate Governance is the most appropriﬂle a'“d
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of directors also playing significant role and role of SEBI is also promoting Corporate
Governance. Corporate governance also provides legal protections for stakeholders.
Through corporate governance corporate excellence is achieved in an effective way. The
key clements of corporate excellence is transparency through a code of good governance
which include a system of checks and balances between key players boards, management
,auditors ,sharecholders and others.

v

CORPORATE GOVERNANCE -PRINCIPLES, POLICIES AND PRACTICES:
PEARSON PUBLICATION:- Corporate governance is one and only route to achieve
corporate excellence. Every corporale try to remain fit as per the code of the governance
that becomes helpful in achieving goal and also becomes helpful to fulfill their objectives
in a significant manner. Corporate principles are:

Leadership
Capability
Accountability
Sustainability
Integnity

YV VY Y

Thesc principles and corporate governance policies and practices are playing significant
role in achieving corporate excellence. Companies that follows that principles of corporate
governance have consistently earned high returns, enhanced their sharcholders’ wealth and
also achieved corporate excellence in an effective manner.

» ICSLEDU: Corporate governance is playing an effective role in the context of
organization. The role of corporate governance is also becomes helpful in achieving the
objectives of the organization. Corporate Governance is a process or a set of systems and
processes to ensure that company is managed (o suit the best interest of all stakeholders.
The stakcholders may be internal (promoters, members, workmen and executives) and
external (sharcholders, customers, lenders, dealers, vendors, bankers, community,
government regulators ctc.) It is interplay between companies, shareholders creditors,
capital markets, financial sectors, institutions and law. Corporate Governance is concerned
with the establishment of a system whereby the directors are entrusted with
responsibilitics and duties in relation to the directions of corporate affairs. Maximization
of sharcholder’s wealth is the cornerstone of good governance. The concept of corporate
governance hinges on total transparency, integrity and accountability of the management,
which includes non-executive directors. The importance of corporate governance lies in its
contribution both to business prosperity and to accountability.

“CORPORATE BEST PRACTICES: RECOMMENDATIONS FOR DIRECTORS”:
IRDA JOURNAL : In which the role of corporate governance is explained in an effective
way. Corporate Governance is the foundation of the company relations with other
interested groups. Also in this article it is explained that the role of corporate governance
is important to take note of considering importance of corporate leaders, directors etc. At
small level corporate governance considers achievement to company’s goals, and at large
~level it considers optimal devotion of the society interests. The quality of a board depends
on the commitment of individual members to tasks which they are expected to perform as
board members. Quality of governance is influenced by integrity of the management,
ability of the board, adequacy of the processes, commitment level of individual board
members, quality of corporate reporting and participation of stakeholders in the
management. Through board effectiveness any organisation can achieve corporate
excellence. :
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March, 2017. There are two variables considered for the study: We study the impact of corporate
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DATA ANALYSIS :
PARTICULARS ROE (%) GOV (%)
— "
% 19.75 49.50
—— MEDIAN ™ 1496 50.65
e DEV. 16.70 8.95
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From TABLE — 1, we observe that the mean value of Governance is only 49.50%, which is even
less than 50%. This highlights the need to improve the governance structure of Indian companices,
so as to achicve higher governance ratings.

The results of regression analysis regarding impact of governance on corporate excellence of
companics have been summarized in TABLE - 2 below.

Beta
Particulars Adjusted - Significance | Coefficient
. e R2 B of F for Goy | Pvalue
(b)
ROE 75 .55 45 4.10 015 1.95 .030*

* Significant at 5% level of Significance

FINDINGS OF THE STUDY:
The follewing findings are:
We make following findings from observation of daia given in TABLE — 2:
* The ceefficients of determination. (R2) values are sufficiently high (i.e. more than .50).
Also, all Significance of F values are less than .05. Thus, the model fit is good.
* Beta coefficient (bl) is positive. Thus, Corporate Governance has positive impact on
corporate excellence of companies.
* All p-values are less than .05. Thus, Corporate Governance has significant impact on
corporate excellence of companies.
* Thus, on the basis of these results, we reject the null hypothesis and accept the alternate
hypothesis.

LIMITATIONS OF THE STUDY:

The following limitations are:

I) Limitation of secondary data will remain with the study of corporate governance for corporate
excellence.

2) The study was limited to reflect the role of corporate governance for corporate excellence.

3) Perception and understanding of directors and employees regarding corporate governance may
be different.

CONCLUSION:

To sum up, concluding whole things we can say that corporate governance provides a vision for
best corporate governance practices. Corporate governance is a set of process, practices, policies,
procedures, rules and laws affecting the way of business is directed, managed or controlled. It is a
set of systems and processes to ensure that a company is managed to suit the best interests of all.
Corporate governance brings about equilibrium between the expectations of the owners,
employees customers and all other stakcholders. For achieving these expectations, corporate
Governance is the most appropriate and valuable tool i.e. Corporate Excellence. Companies
should identify, assess and establish core values, core capability and core purpose to achieve
Corporate Excellence. With the help of sound corporate governance frameworks an organization
can achieve excellence in everything that a company does. Corporate excellence refers to a
conversion from the status of a good company to the status of a great company. Corporate
governance provides a vision for an organization to follow with true letter and spirit and further
we can say that-

“Corporate governance is the most important and appropriate tool for achievine corporate
/4 5
excellence.”
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