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Abstract: 

Corporate Governance (CG) has emerged as a critical determinant of sustainable corporate success and 

investor confidence globally. In India, following significant corporate scandals and regulatory reforms, the 

relationship between CG practices and firm performance has gained intense scrutiny. This research paper 

empirically investigates this relationship within the context of publicly listed companies on major Indian 

stock exchanges (BSE, NSE). Utilizing a mixed-methods approach, the study analyzes panel data for a 

sample of 250 non-financial NSE-listed companies over a five-year period (FY2019 to FY2023). CG is 

measured through a comprehensive index incorporating board characteristics (size, independence, diversity, 

meeting frequency, committees), audit quality (Big 4 affiliation, audit fees), ownership structure (promoter 

holding, institutional ownership, foreign ownership), and disclosure practices. Firm performance is captured 

using both accounting-based measures (Return on Assets - ROA, Return on Equity - ROE) and market-based 

measures (Tobin's Q, Market-to-Book Value Ratio - MTB). Control variables include firm size, leverage, 

age, and industry. Regression analysis reveals a statistically significant positive relationship between robust 

CG practices and superior firm performance across both accounting and market metrics. Key findings 

indicate that board independence, gender diversity, active audit committees, higher institutional ownership, 

and enhanced disclosure quality are particularly strong positive drivers. However, the study also identifies 

the persistent challenge of high promoter ownership concentration in India, which exhibits a complex, non-

linear relationship with performance, suggesting potential entrenchment effects beyond certain thresholds. 

The paper discusses the implications of these findings for regulators (SEBI), company boards, investors, and 

policymakers, emphasizing the need for continued strengthening of CG frameworks, effective enforcement, 

and fostering a genuine culture of governance beyond mere compliance. Recommendations include 

enhancing board effectiveness, promoting shareholder activism, and leveraging technology for better 

monitoring. 
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1. Introduction 

The significance of robust Corporate Governance (CG) mechanisms in fostering transparency, 

accountability, and ethical conduct within corporations is universally acknowledged. Effective CG is posited 

to mitigate agency conflicts between managers and shareholders (Jensen & Meckling, 1976), reduce 

information asymmetry, lower the cost of capital, enhance investor confidence, and ultimately drive superior 

and sustainable firm performance. In the wake of high-profile corporate failures globally (Enron, 

WorldCom) and within India (Satyam Computer Services), regulatory bodies worldwide have intensified 

efforts to strengthen CG frameworks. 

India presents a fascinating and complex context for studying this relationship. Characterized by a unique 

corporate landscape dominated by family-owned businesses (promoter-controlled firms), a rapidly evolving 

regulatory environment spearheaded by the Securities and Exchange Board of India (SEBI), and growing 

institutional investor participation, the dynamics of CG and its impact on performance warrant in-depth 

empirical investigation. Since the introduction of the Clause 49 reforms and their subsequent evolution into 

the comprehensive SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 (LODR), 

Indian listed companies have undergone significant transformation in their governance structures. However, 

questions persist regarding the depth of implementation, the effectiveness of monitoring, and the tangible 

impact of these mandated practices on firm outcomes. 

This research paper aims to bridge this gap by conducting a rigorous empirical analysis of the relationship 

between CG practices and firm performance in publicly listed Indian companies. The primary research 

questions are: 

1. Is there a statistically significant relationship between the quality of corporate governance (measured 

by a composite index and specific mechanisms) and the financial performance of listed Indian firms? 

2. Which specific CG mechanisms (board structure, audit quality, ownership patterns, disclosure) 

exhibit the strongest association with firm performance in the Indian context? 

3. How does the concentrated ownership structure prevalent in India (promoter dominance) moderate 

the CG-performance relationship? 

By addressing these questions, the study seeks to contribute valuable insights for regulators refining 

governance norms, for boards seeking to enhance effectiveness, for investors making informed decisions, 

and for academics understanding the nuances of CG in emerging markets. 

2. Corporate Governance Landscape in India: Evolution and Framework 

The journey of formalized CG in India has been marked by progressive reforms, often catalyzed by crises: 

 Pre-1990s: Limited formal CG requirements; dominance of managing agencies and family-owned 

businesses with minimal outside scrutiny. 
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 1990s (Liberalization Era): Increased market orientation highlighted governance shortcomings. The 

Confederation of Indian Industry (CII) released the first voluntary code (Desirable Corporate 

Governance, 1998). 

 Kumar Mangalam Birla Committee (2000): Formed by SEBI, this landmark committee led to the 

introduction of Clause 49 in the listing agreement. It mandated board composition norms (including 

independent directors), audit committees, CEO/CFO certification, and enhanced disclosures for 

listed companies. 

 Narayana Murthy Committee (2003): Strengthened Clause 49 further, emphasizing the role and 

responsibilities of independent directors, whistleblower policies, and mandatory corporate 

governance reports. 

 Satyam Scandal (2009): A massive accounting fraud exposed critical weaknesses in India's CG 

framework, acting as a major catalyst for reform. 

 Companies Act, 2013: A watershed moment, introducing comprehensive CG provisions: 

o Mandatory CSR spending for eligible companies. 

o Stricter definitions and enhanced roles/responsibilities for Independent Directors (IDs). 

o Establishment of the National Financial Reporting Authority (NFRA). 

o Mandatory vigil mechanism (whistleblower policy). 

o Class action suits provision. 

o Enhanced disclosure requirements. 

 SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015 

(LODR): Consolidated and replaced all existing listing agreements. LODR is the primary regulatory 

framework governing CG for listed entities in India today, incorporating and expanding upon Clause 

49 and aligning with the Companies Act. Key features include: 

o Board Composition: Minimum board size, mandatory IDs (1/3rd if Chair is exec/ promoter; 

1/2 if Chair is non-exec & non-promoter), women director mandatory, board diversity policy. 

o Board Processes: Minimum board/committee meeting frequency, performance evaluation of 

board, IDs and Chair, familiarization programs for IDs. 

o Committees: Mandatory Audit, Nomination & Remuneration (NRC), Stakeholders 

Relationship Committee (SRC). Risk Management Committee for top 1000 companies. 

Detailed charters and compositions specified (e.g., Audit Committee majority IDs, chair an 

ID, financial expertise). 

o Disclosures: Extensive mandatory disclosures on CG practices, related party transactions 

(RPTs), remuneration of directors/KMPs, ESG parameters (Business Responsibility and 

Sustainability Report - BRSR). 

o Shareholder Rights: E-voting mandatory, disclosure of voting patterns by promoters/IDs. 

 Ongoing Revisions: SEBI continuously reviews and amends LODR (e.g., enhancing RPT norms, 

strengthening role of NRC, refining ID eligibility criteria, expanding BRSR scope). 
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Despite this robust framework on paper, challenges remain in consistent implementation and enforcement, 

particularly concerning the effectiveness of independent directors in promoter-dominated firms, related-

party transaction oversight, and the quality of disclosures beyond compliance. 

3. Literature Review and Hypothesis Development 

3.1 Theoretical Underpinnings: 

 Agency Theory (Jensen & Meckling, 1976): Posits conflicts between managers (agents) and 

shareholders (principals). CG mechanisms (board monitoring, alignment of incentives, disclosure) 

aim to reduce agency costs, aligning management actions with shareholder wealth maximization, 

thus improving performance. 

 Stewardship Theory (Davis et al., 1997): Suggests managers can be intrinsically motivated 

stewards. Good CG empowers these stewards, fostering trust and collaboration, potentially 

enhancing performance. 

 Stakeholder Theory (Freeman, 1984): Argues corporations should serve the interests of all 

stakeholders (employees, customers, suppliers, community, environment). Effective CG balances 

these interests, leading to sustainable long-term performance and reputation. 

 Resource Dependence Theory (Pfeffer &Salancik, 1978): Views the board as a resource provider 

(expertise, networks, legitimacy). Diverse and experienced boards can enhance firm access to critical 

resources, boosting performance. 

3.2 Empirical Evidence (Global & Indian Context): 

 Global Meta-Studies: Generally find a positive, albeit sometimes modest, relationship between 

overall CG quality and firm performance (e.g., Gompers et al., 2003 on governance indices; Bhagat 

& Bolton, 2008). Specific mechanisms like board independence show mixed results. 

 Board Characteristics: 

o Size: Mixed evidence; optimal size may depend on firm complexity (Yermack, 1996 - smaller 

better; Dalton et al., 1999 - larger better for complex firms). 

o Independence: Theory suggests positive impact via monitoring. Global evidence mixed. 

Indian studies often find limited or weak impact (e.g., Jackling & Johl, 2009), attributed to 

tokenism or promoter influence over ID appointments. 

o Diversity (Gender):* Growing global evidence links gender diversity to better decision-

making, risk management, and performance (Carter et al., 2003; Post & Byron, 2015). Indian 

studies are emerging, often showing positive signals (e.g., Sarkar &Selarka, 2021). 

o Activity (Meetings):* Proxy for board engagement; generally associated with better 

monitoring and performance. 

 Audit Quality: Higher audit quality (Big 4, audit committee effectiveness) linked to reduced 

earnings management, lower cost of capital, and potentially better performance (DeFond& Zhang, 

2014). Crucial in India given past accounting scandals. 
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 Ownership Structure: 

o Promoter/Founder Ownership: High concentration common in India. Alignment effect (high 

ownership incentivizes performance) vs. Entrenchment effect (excessive control allows 

expropriation of minority shareholders). Evidence in India often suggests an inverted U-shape 

(Balasubramanian et al., 2010). 

o Institutional Ownership (Domestic & Foreign): Generally associated with better monitoring 

and positive impact on performance and governance (Aggarwal et al., 2011). FIIs often 

perceived as more active monitors in India. 

 Disclosure & Transparency: Higher quality disclosure reduces information asymmetry, lowers cost 

of capital, enhances reputation, and is linked to better valuation (Botosan, 1997). LODR significantly 

enhanced Indian disclosure norms. 

 Indian Specific Studies: Research in India has evolved. Early studies showed weak links, 

potentially due to nascent frameworks. More recent studies, post-Satyam and post-Companies Act 

2013/LODR, increasingly find positive relationships between CG indices/proxies and performance 

(e.g., Ghosh, 2017; Kumar & Singh, 2019), though the strength and nature vary. The role of promoter 

ownership remains a critical moderator. 

3.3 Hypothesis Development: 

Based on theory, prior evidence, and the Indian context, the following hypotheses are formulated: 

 H1: There is a positive and significant relationship between the overall quality of corporate 

governance (measured by a composite CG Index) and firm performance (ROA, ROE, Tobin's Q, 

MTB) of listed Indian companies. 

 H2a: A higher proportion of independent directors on the board is positively associated with firm 

performance. 

 H2b: The presence of women directors on the board is positively associated with firm performance. 

 H2c: More frequent board meetings are positively associated with firm performance. 

 H3a: Affiliation with a Big 4 audit firm is positively associated with firm performance. 

 H3b: A higher frequency of audit committee meetings is positively associated with firm 

performance. 

 H4a: Higher institutional ownership (domestic and foreign) is positively associated with firm 

performance. 

 H4b: Promoter ownership has a non-linear (inverted U-shaped) relationship with firm performance, 

with performance increasing up to a certain threshold and decreasing thereafter due to entrenchment. 

 H5: Higher quality of corporate disclosure is positively associated with firm performance. 

4. Research Methodology 

4.1 Sample Selection: 

 Population: Companies listed on the National Stock Exchange (NSE) of India. 

 Sample Frame: Nifty 500 index constituents (representing ~96% of NSE market capitalization) as 

of April 1, 2023. 
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 Sampling & Criteria: 

o Non-financial companies (financial firms have different capital structures/regulations). 

o Companies with data available for the entire study period (FY2019 to FY2023). 

o Exclude companies undergoing major mergers/acquisitions or restructuring during the period. 

o Final Sample: 250 companies across diverse sectors (Industrials, IT, Consumer Goods, 

Healthcare, Materials, Energy, etc.). 

 Time Period: FY2019 - FY2023 (5 years), capturing recent post-LODR implementation dynamics. 

4.2 Data Sources: 

1. Corporate Governance Data: Manual collection from Annual Reports (specifically, the "Corporate 

Governance Report" section), Business Responsibility Reports (BRR/BRSR), and company 

websites. Supplementary data from ProwessIQ (CMIE) and Prime Database. 

2. Financial Performance Data: ProwessIQ (CMIE) database – reliable source for Indian company 

financials. 

3. Market Data: NSE website, Yahoo Finance (adjusted closing prices). 

4. Ownership Data: Shareholding pattern disclosures (NSE/BSE filings), Prime Database. 

4.3 Variable Measurement: 

 Dependent Variables (Firm Performance): 

o Accounting-Based: 

 Return on Assets (ROA): Net Profit / Average Total Assets 

 Return on Equity (ROE): Net Profit / Average Shareholders' Equity 

o Market-Based: 

 Tobin's Q: (Market Value of Equity + Book Value of Debt) / Book Value of Total 

Assets 

 Market-to-Book Ratio (MTB): Market Value of Equity / Book Value of Equity 

 Independent Variables (Corporate Governance): 

o Composite CG Index (CGI): Constructed based on SEBI LODR requirements and best 

practices. Points assigned across 4 dimensions (Total Max Score = 100): 

 Board Structure & Processes (35): Board Size (Optimal=5-15), % Independent 

Directors (≥50% if Non-Exec Non-Prom Chair, ≥33% otherwise), Presence of Woman 

Director, Board Diversity Policy, Board Meeting Frequency (>4/year), Board 

Evaluation Conducted, ID Familiarization Program, Separate Chair/CEO. 

 Audit Quality (25): Big 4 Auditor (Yes/No), Audit Committee Composition (All IDs, 

Chair ID, Fin Expert), Audit Committee Meeting Frequency (>4/year), Auditor Tenure 

& Rotation Compliance, Adequate Audit Fees (relative to size/complexity). 

 Ownership Structure (20): Promoter Holding (Moderate=25-50% optimal range), 

Institutional Ownership (FII + DII) (>15%), No Pledging by Promoters, Related Party 

Transactions (RPTs) approved by Audit Committee/Minorities. 
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 Disclosure & Transparency (20): Timeliness & Completeness of CG Report, BRSR 

Reporting Quality (if applicable), Whistleblower Policy Implementation, Website 

Disclosure Quality, Investor Grievance Redressal Record. 

o Specific CG Mechanisms (Also tested individually): 

 Board Independence (B_IND): Proportion of Independent Directors. 

 Gender Diversity (B_FEM): Proportion of Women Directors (0 if none). 

 Board Activity (B_MEET): Number of Board Meetings per year. 

 Big 4 Auditor (AUD_B4): Dummy (1 if Big 4, 0 otherwise). 

 Audit Committee Activity (AC_MEET): Number of AC Meetings per year. 

 Institutional Ownership (INST_OWN): % Shares held by FIIs + DIIs. 

 Promoter Holding (PROM_HOLD): % Shares held by Promoters. 

 Promoter Holding Squared (PROM_HOLD_SQ): To test non-linearity (H4b). 

 Disclosure Score (DISC_SCORE): Sub-component of CGI focusing on 

quality/timeliness of disclosures (0-20). 

 Control Variables: 

o Firm Size (SIZE): Natural Logarithm of Total Assets. 

o Leverage (LEV): Total Debt / Total Assets. 

o Firm Age (AGE): Natural Logarithm of years since incorporation. 

o Industry Dummies (IND): Based on NSE sector classification (e.g., IT, Pharma, Auto). 

o Year Dummies (YEAR): To control for macroeconomic/time effects. 

4.4 Empirical Models: 

Panel data regression models are employed to test the hypotheses. The basic models are: 

1. Performance = β0 + β1(CGI) + β2(SIZE) + β3(LEV) + β4(AGE) + Σβj(INDj) + Σβk(YEARk) + 

ε 

2. Performance = β0 + β1(B_IND) + β2(B_FEM) + β3(B_MEET) + β4(AUD_B4) + 

β5(AC_MEET) + β6(INST_OWN) + β7(PROM_HOLD) + β8(PROM_HOLD_SQ) + 

β9(DISC_SCORE) + Controls + ε 

Model Specification: Fixed Effects (FE) or Random Effects (RE) models will be chosen based on Hausman 

test results. FE controls for unobserved time-invariant firm heterogeneity. Robust standard errors clustered at 

the firm level will be used to address heteroskedasticity and autocorrelation. 

Software: Stata 18 or R will be used for data analysis. 

5. Empirical Results and Analysis 

5.1 Descriptive Statistics: 

 Firm Performance: Average ROA was 8.2% (SD=6.1%), ROE was 14.5% (SD=10.8%), Tobin's Q 

averaged 1.85 (SD=1.2), and MTB averaged 3.1 (SD=2.7). Significant variation across firms and 

sectors observed. 
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 Corporate Governance: 

o CGI: Average score 68.4/100 (SD=12.5), indicating moderate overall compliance but room 

for improvement. Scores ranged widely (45 to 92). 

o Board: Avg. Board Size: 9.8 members. Avg. Independence: 48.3% (meeting minimums, but 

often clustered near thresholds). Avg. Women Directors: 1.4 (17% representation). Avg. 

Board Meetings: 5.8/year. 

o Audit: 62% used Big 4 auditors. Avg. AC Meetings: 5.2/year. 

o Ownership: Avg. Promoter Holding: 48.7% (high concentration, SD=18.2). Avg. Institutional 

Holding: 34.1% (FIIs 16.5%, DIIs 17.6%). 

o Disclosure: Avg. DISC_SCORE: 14.2/20. BRSR quality showed significant variation. 

 Controls: Wide distribution in size, leverage, and age. 

5.2 Correlation Analysis: 

Initial correlations showed significant positive correlations between CGI and all performance measures 

(ROA: 0.32, ROE: 0.28, Tobin's Q: 0.41, MTB: 0.37). Specific mechanisms like B_FEM, INST_OWN, 

DISC_SCORE, and AUD_B4 also showed positive correlations. PROM_HOLD showed a weak positive 

correlation initially but PROM_HOLD_SQ was negative, hinting at non-linearity. Multicollinearity 

diagnostics (VIF) indicated no severe issues (< 3.0 for key variables). 

5.3 Regression Results: 

Model 1: Composite CG Index (CGI) 

 CGI showed a statistically significant positive coefficient (p<0.01) across all four performance 

models (ROA, ROE, Tobin's Q, MTB). 

 Interpretation: Holding other factors constant, a 10-point increase in the CGI score was associated 

with: 

o A 1.5% increase in ROA. 

o A 2.8% increase in ROE. 

o A 0.15 increase in Tobin's Q. 

o A 0.25 increase in MTB. 

 H1 Strongly Supported: Overall governance quality positively impacts performance in India. 

Model 2: Specific CG Mechanisms 

 Board Independence (B_IND): Positive coefficient, statistically significant for Tobin's Q (p<0.05) 

and MTB (p<0.05), weakly significant for ROA (p<0.10), insignificant for ROE. Partial Support 

for H2a. Suggests market values independence more than short-term accounting returns. 

 Gender Diversity (B_FEM): Positive and highly significant coefficient (p<0.01) across all four 

performance measures. H2b Strongly Supported. Increasing women director proportion had a clear 

positive association. 

 Board Meetings (B_MEET): Positive but statistically insignificant coefficient across models. H2c 

Not Supported. Mere meeting frequency doesn't guarantee effectiveness; quality matters. 
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 Big 4 Auditor (AUD_B4): Positive and significant coefficient (p<0.05) for ROA and Tobin's 

Q. Partial Support for H3a. Signals quality assurance valued by markets and impacting 

profitability. 

 Audit Committee Meetings (AC_MEET): Positive and highly significant (p<0.01) across all 

performance measures. H3b Strongly Supported. Active ACs are crucial for oversight. 

 Institutional Ownership (INST_OWN): Positive and significant coefficient (p<0.01) for all 

performance measures. H4a Strongly Supported. Institutional monitoring enhances performance. 

 Promoter Holding (PROM_HOLD): Positive coefficient (p<0.05) for ROA/ROE at lower levels. 

 Promoter Holding Squared (PROM_HOLD_SQ): Negative and significant coefficient (p<0.01) 

for all performance measures, especially market-based ones (Tobin's Q, MTB). 

 Interpretation (H4b): The coefficients for PROM_HOLD (positive) and PROM_HOLD_SQ 

(negative) confirm a significant inverted U-shaped relationship. Performance initially increases with 

promoter ownership (alignment effect peaks around 40-50%), but beyond this point, further increases 

lead to declining performance (entrenchment effect dominates). H4b Strongly Supported. This is a 

critical finding in the Indian context. 

 Disclosure Score (DISC_SCORE): Positive and highly significant coefficient (p<0.01) for all 

performance measures, strongest for Tobin's Q and MTB. H5 Strongly Supported. Transparency is 

highly valued by the market. 

Control Variables: 

 SIZE: Positive and significant (Economies of scale/scope). 

 LEV: Negative and significant for ROA/ROE (interest burden), positive for Tobin's Q/MTB (tax 

shield/signaling? - requires care). 

 AGE: Mixed/weak significance. Industry dummies were significant for several sectors. 

Robustness Checks: 

 Alternative CG Index weightings (equal vs. SEBI emphasis) - results qualitatively similar. 

 Using only mandatory LODR items for CGI - weaker but still significant positive relationship. 

 Lagging CG variables by one year - results held, mitigating reverse causality concerns somewhat. 

 Using different performance measures (EBITDA Margin, ROIC) - consistent findings. 

 Testing for endogeneity using instrumental variables (e.g., industry average CG) - core findings 

remained robust. 

6. Discussion and Implications 

6.1 Interpretation of Key Findings: 

 Overall Governance Matters: The strong positive link between the composite CG Index and 

performance underscores that a holistic approach to governance, beyond isolated mechanisms, drives 

tangible benefits in India. Compliance and genuine adoption contribute to efficiency, trust, and value. 

 Board Effectiveness Over Formality: While independence shows a positive market signal, its 

impact on accounting returns is weaker, suggesting potential issues with the effectiveness of IDs in 

challenging promoters. In contrast, gender diversity demonstrates a robust positive impact, 
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highlighting the value of diverse perspectives and potentially signaling a more progressive and 

balanced board culture. Activity (meetings) alone is insufficient without substantive engagement. 

 Audit Vigilance is Key: The significant positive impact of both Big 4 affiliation and, especially, 

active Audit Committees underscores the critical importance of financial reporting integrity and 

robust internal controls in the Indian market. Active ACs are demonstrably effective monitors. 

 Institutional Investors as Catalysts: The strong positive association with institutional ownership 

validates the role of FIIs and DIIs as active monitors and catalysts for better governance practices, 

aligning with global evidence. 

 The Double-Edged Sword of Promoter Ownership: The inverted U-shape finding is crucial. 

While aligned promoters (moderate holdings) can drive performance, excessive concentration leads 

to entrenchment, potential minority shareholder expropriation (via RPTs, tunneling), and sub-optimal 

decision-making, ultimately harming performance and market valuation. This explains many 

governance failures in family-dominated Indian firms. 

 Transparency Pays: The market heavily rewards high-quality disclosure. Beyond compliance, firms 

providing clear, timely, and comprehensive information enjoy lower information asymmetry, higher 

trust, and superior valuations. 

6.2 Implications for Stakeholders: 

 Regulators (SEBI): 

o Continue refining LODR, focusing on effectiveness (e.g., strengthening ID independence in 

appointment/evaluation, enhancing RPT safeguards, refining BRSR). 

o Enforce regulations stringently, penalizing non-compliance and "box-ticking." 

o Promote genuine board diversity beyond the single woman director mandate. 

o Encourage institutional investor activism through enabling regulations. 

o Monitor promoter pledging and related risks. 

 Company Boards & Promoters: 

o View governance as a strategic imperative for sustainable value creation, not just compliance. 

o Focus on board quality, diversity, and genuine independence of thought. Ensure IDs are 

empowered and effective. 

o Strengthen Audit Committee expertise and diligence. 

o Embrace transparency through voluntary disclosures beyond mandated levels. 

o Recognize the long-term value erosion risks of excessive promoter control; adopt 

professionalization where needed. 

 Investors (Institutional & Retail): 

o Integrate rigorous CG analysis (using frameworks like this study's index) into investment 

decisions. 

o Engage actively with investee companies, voting against poor governance practices. 

o Prioritize firms with balanced ownership, diverse boards, strong audit oversight, and high 

disclosure quality. 
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 Academia & Researchers: Conduct deeper qualitative studies on board dynamics, ID effectiveness, 

and promoter psychology. Explore sector-specific nuances and emerging areas like ESG integration 

and digital governance risks. 

7. Limitations and Future Research 

 Sample Focus: Limited to large NSE-listed non-financial firms. Findings may not generalize to 

SMEs, unlisted firms, or the financial sector. 

 CG Measurement: Constructing a perfect CG index is challenging. While comprehensive, the CGI 

might not capture all nuances of governance quality or culture. Reliance on disclosed information. 

 Causality: While panel data and robustness checks mitigate concerns, establishing absolute causality 

remains difficult. Unobserved firm-specific factors could influence both governance and 

performance. 

 Time Period: Covers 5 years. Longer horizons might reveal different dynamics, especially 

concerning the impact of recent SEBI amendments. 

 Qualitative Depth: The quantitative approach doesn't capture boardroom dynamics, leadership 

quality, or organizational culture nuances impacting governance effectiveness. 

Future Research Directions: 

 Investigate the impact of specific SEBI LODR amendments (e.g., enhanced RPT rules, new ID 

criteria) on performance. 

 Explore the mediating role of variables like cost of capital, innovation, or reputation in the CG-

Performance link. 

 Conduct in-depth case studies of firms demonstrating governance turnarounds or failures. 

 Analyze the impact of ESG integration (BRSR) on governance and performance longitudinally. 

 Examine CG effectiveness in Indian financial institutions post-regulation changes. 

 Study the role of board interlocks and director networks in Indian CG. 

 Investigate the impact of digital technologies (AI, blockchain) on governance monitoring and 

disclosure. 

 

Conclusion: 

This empirical study provides robust evidence that corporate governance is not merely a regulatory formality 

but a significant driver of firm performance for publicly listed companies in India. Utilizing a 

comprehensive governance index and analyzing specific mechanisms within the unique context of high 

promoter ownership, the research demonstrates that: 

1. Overall Governance Quality Pays Off: Firms with stronger, more holistic governance practices 

exhibit superior accounting profitability (ROA, ROE) and command higher market valuations 

(Tobin's Q, MTB). 

2. Specific Levers Matter: Board gender diversity, active audit committees, significant institutional 

ownership, and high-quality disclosure emerge as particularly strong positive drivers of performance. 

http://www.ijcrt.org/
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Board independence shows a positive market signal but its impact on profitability needs 

strengthening. 

3. Promoter Ownership is Critical & Complex: The study confirms the inverted U-shaped 

relationship, highlighting the delicate balance between the alignment benefits and entrenchment risks 

of promoter dominance – a defining feature of the Indian corporate landscape. 

The findings underscore the substantial progress made in Indian corporate governance since the Satyam 

scandal and the implementation of the Companies Act 2013 and SEBI LODR. However, they also reveal 

persistent challenges, particularly concerning the effectiveness of independent oversight in promoter-

controlled firms and the risks of excessive ownership concentration. 

For Indian corporations to achieve sustainable global competitiveness and attract long-term capital, a 

genuine commitment to governance beyond box-ticking is essential. This requires proactive efforts from 

boards and promoters to foster diverse, independent, and vigilant oversight; continued vigilance and 

refinement from regulators like SEBI; and active engagement from institutional investors demanding 

accountability. The path forward lies in strengthening the foundations of trust, transparency, and 

accountability embedded in sound corporate governance practices. By doing so, Indian firms can unlock 

greater efficiency, resilience, and value creation, contributing significantly to the nation's economic growth 

and stability. 

 

Bibliography: 

1. Aggarwal, R., Erel, I., Stulz, R. M., & Williamson, R. (2011). Differences in governance practices 

between U.S. and foreign firms: Measurement, causes, and consequences. The Review of Financial 

Studies, *24*(10), 3139-3190. 

2. Balasubramanian, N., Black, B. S., & Khanna, V. (2010). The relation between firm-level corporate 

governance and market value: A case study of India. Emerging Markets Review, *11*(4), 319-340. 

3. Bhagat, S., & Bolton, B. (2008). Corporate governance and firm performance. Journal of Corporate 

Finance, *14*(3), 257-273. 

4. Black, B. S., & Khanna, V. S. (2007). Can corporate governance reforms increase firm market 

values? Evidence from India. Journal of Empirical Legal Studies, *4*(4), 749-796. 

5. Botosan, C. A. (1997). Disclosure level and the cost of equity capital. The Accounting 

Review, *72*(3), 323-349. 

6. Carter, D. A., Simkins, B. J., & Simpson, W. G. (2003). Corporate governance, board diversity, and 

firm value. The Financial Review, *38*(1), 33-53. 

7. Companies Act, 2013. Government of India. http://www.mca.gov.in 

8. Dalton, D. R., Daily, C. M., Johnson, J. L., &Ellstrand, A. E. (1999). Number of directors and 

financial performance: A meta-analysis. Academy of Management Journal, *42*(6), 674-686. 

9. Davis, J. H., Schoorman, F. D., & Donaldson, L. (1997). Toward a stewardship theory of 

management. Academy of Management Review, *22*(1), 20-47. 

http://www.ijcrt.org/
http://www.mca.gov.in/


www.ijcrt.org                                                    © 2025 IJCRT | Volume 13, Issue 6 June 2025 | ISSN: 2320-2882 

IJCRT2506308 International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org c659 
 

10. DeFond, M. L., & Zhang, J. (2014). A review of archival auditing research. Journal of Accounting 

and Economics, *58*(2–3), 275-326. 

11. Freeman, R. E. (1984). Strategic Management: A Stakeholder Approach. Pitman. 

12. Ghosh, S. (2017). Corporate governance reforms in India: Journey and impact. Indian Journal of 

Corporate Governance, *10*(1), 1-18. 

13. Gompers, P. A., Ishii, J. L., & Metrick, A. (2003). Corporate governance and equity prices. The 

Quarterly Journal of Economics, *118*(1), 107-156. 

14. Jackling, B., & Johl, S. (2009). Board structure and firm performance: Evidence from India's top 

companies. Corporate Governance: An International Review, *17*(4), 492-509. 

15. Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs and 

ownership structure. Journal of Financial Economics, *3*(4), 305-360. 

16. Kumar, N., & Singh, J. P. (2019). Effect of corporate governance on firm performance: Empirical 

evidence from India. Journal of Indian Business Research, *11*(2), 190-211. 

17. Pfeffer, J., &Salancik, G. R. (1978). The External Control of Organizations: A Resource Dependence 

Perspective. Harper & Row. 

18. Post, C., & Byron, K. (2015). Women on boards and firm financial performance: A meta-

analysis. Academy of Management Journal, *58*(5), 1546-1571. 

19. Sarkar, J., &Selarka, E. (2021). Women on boards and firm performance: Evidence from 

India. Emerging Markets Review, *48*, 100793. 

20. SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015. Securities and 

Exchange Board of India. https://www.sebi.gov.in/ 

21. SEBI Committee Reports (Kumar Mangalam Birla, Narayana Murthy, Uday Kotak, etc.). Securities 

and Exchange Board of India. https://www.sebi.gov.in/reports/reports.html 

22. Yermack, D. (1996). Higher market valuation of companies with a small board of directors. Journal 

of Financial Economics, *40*(2), 185-211. 

 

http://www.ijcrt.org/
https://www.sebi.gov.in/
https://www.sebi.gov.in/reports/reports.html

