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ABSTRACT

This paper deals with the analysis of the implementation of corporate governance norms in
the Indian industries. The analysis has been done for the sample companies falling into
different categories of industry, in regard to the corporate governance reporting practices
during the period of study. In the study it has been observed that the implementation of the
corporate governance principles in the system and their reporting in the annual reports has
been gradually and slowly incarnated into the corporate conscience to exude transparency,
openness and accountability. The study in this period has covered compliance of the codes
of corporate governance practices.

Keywords: Corporate Governance, Corporate Social Responsibility, LPG Process, Board
of Directors, Clause 49 Listing Agreements.

Introduction

This article deals with the analysis of the implementation of corporate governance norms in the Indian
industries. The main objective behind the corporate governance is to protect long-term shareholder value along
with the other stakeholders. Corporate governance is a very wide term, which covers a wide range of activities
that relate to the way business organization is directed and governed. It deals with the policies and practices that
directly impact on the organizations performance, stewardship and its capacity to be accountable to its various
stakeholders.

Objective

The present paper makes an attempt to examine the implementation of corporate governance reporting
practices in the annual reports of the sample companies during the study period.

Hypotheses
This research paper develops the following null hypotheses for study.

Hol : The corporate governance reporting has not been predominantly followed in all Indian
companies irrespective of nature, size and age.

Ho2 : There is no significant difference between the corporate governance reporting practices found
in the annual reports of the Indian Companies.

Sample Size

During the first phase of meeting the initial objective of the study, i.e. the implementation of corporate
governance reporting in the respective corporate annual reports, only 50 companies from 10 industries with a
listing status either in BSE or in NSE have been found to follow the corporate governance reporting practices.

Sample Source

The data have been obtained from the database package PROWESS, of the CMIE, a Mumbai — based
research firm. The other sources for the relevant study are: Notice of annual general meeting, Director's report,
Auditor's report, the websites of the respective sample companies.

Period of Study

The study has covered a period of 3 years starting from 2013-14 to 2015-16. During the above period
the Indian corporate sector has faced numerous world-wide issues and developments and in this reforms era, the
gradual demand for raising standards and ethics in the form of corporate governance practices though various
guidelines and recommendations were sprouting from the ground level. The study in this period has covered
compliance of the codes of corporate governance practices.
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Industry Analysis

The inter-industry analysis has been carried out for the sample companies during the period of study.
There are specific leaders who have understood the tenets of good governance and have consistently followed
the reporting of the corporate governance practices as per the structure of Indian laws and regulations.

Inter-industry Analysis

In an attempt to make the inter-industry comparison, all the 50 sample companies have been
categorized into 10 sub-group and through the perusal of the annual reports of the said companies, the results as
revealed were distinctly grouped into three types as shown in Table 1.

Table 1
Group-wise Corporate Governance Reporting Results
Group No. of Companies No. of Industries Percentage of Companies
| 10 3 20%
1 30 5 60%
1] 10 2 20%

50

Findings

Group I: Industries reporting on corporate governance practices ahead of the imposition of regulatory
norms

This group includes companies from those various industries which have been following the corporate
governance practices and also reporting about the same in their annual reports as required by the Indian
regulatory system. During the initial phase of study, only three industries out of the ten industries' group
comprising of ten companies have been consistently following the practices of corporate governance norms and
disclosing it through their annual reports, even before they were sought for strict implementation. They are from
Automobiles, Computer Software, Oil & Gas, Pharmaceuticals, Fast Moving Consumer Goods, Iron and steel,
Banking & Financial Services and the Diversified Category.

Group Il: Industries reporting on corporate governance practices after the regulatory norms imposed

This group consists of companies from those various industries, with a good number, which reported
on the corporate governance practices in their annual reports in some or the other form. Many of them have
employed their self-sustained principles of corporate governance to some extent. However, some of them have
also adhered to the norms of the corporate governance practices through a gradual change, which has come over
after realizing the necessities of the various committee reports and recommendations for effective
implementation of the structures of governance. They are from Automobiles, Consumer Durables, Telecom,
Chemicals, Pharmaceuticals, Real Estates, Iron and steel, Computer Software and Office Equipments, Fast
Moving Consumer Goods, and Oil & Gas, Paints and the Diversified Category to name a few.

Group I11I: Industries reporting with an ephemeral reference on corporate governance practices

This group consists of companies from those various industries which provided only an ephemeral
reference on the corporate governance practices during the period of study. They seem to have no impact of the
rules and regulation framed to adopt such principles in order to pave the way for a scam free environment. They
are mainly from Automobiles, Computer software, Oil & Gas, Pharmaceuticals and Iron & steel Industries.

In the present study, the formidable changes in the practice of the corporate governance reporting have
been revealed as follows:

e By the end of 2015-16 all the 10 categories of industries with a total of 50 companies have already
started reporting on the aspect corporate governance in some or the other form in their annual reports.

e This gradual change took place because of the effect of the committee reports submitted to SEBI,
firstly by Kumar Mangalam Birla in 2000 followed by its implementation in clause 49 of the listing
agreement of SEBI. In pursuant to the revision of the clause 49, another committee report by N.R.
Narayana Murthy was submitted in Feb. 8, 2003. On the basis of the recommendations of the
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committee, the standards of corporate reporting were thought to be raised through proper
implementation of the norms of governance, i.e. by SEBI. Again, clause 49 was revised for proper
implementation in Aug. 26, 2003. SEBI then started requiring for the corporate governance reporting as
a mandatory requirement again by replacing the existing clause 49 in Oct. 28, 2004. However, the
compulsory compliance was made to be effective from Jan. 1, 2006.

e From the Table 1, it becomes clear that initially only a few companies, i.e. 20 out of 50 have started
implementing reporting principles of the corporate governance since the compliance has been felt to
their advantage unleashed entirely depending upon their ability to identify the opportunities affecting
the long-term affluence of the companies.

Findings
The following testing conclusions have been drawn from the above investigation.

Q) During the period of study, the implementation of the corporate governance reports in the companies
annual reports have been predominantly followed in most of the companies irrespective of their nature,
size and age. However, the pattern and timing of implementation have been different in various
industry groups and especially those companies which outperform, irrespective of their size and age.
They have been making earnest commitment to enhance their own philanthropy through their
enormous contribution to the society. It is essentially for gaining respect, developed as a strong force
not only in the local market, but also in a rapidly globalizing economy, for building up the global
competencies lingering pertinently, over time and geographies. The investors, no longer remain
contented with featureless accounting figures but with the updated vision of the strategic management,
and the innovative force of the company. This enviable awareness has gradually aroused through time
among the corporate and the industry groups that could promote the market competition along with the
other complimentary factors to good corporate governance.

(i) In the same period, it also becomes evident that, there has been significant difference in the method of
reporting on corporate governance among the various companies of the industry groups. Although
there have been steady rise in the awareness of the significance of the endurance of good governance
and its statutory compliance from 2013 to 2016, yet the means of achieving it did not produce the
desired results to greater extent. The companies or the industry groups in the pursuit of the same
conducive, efficient and effective governance mechanism of the reforms process have understood this
to be giving the qualitative improvement of corporate long-term objectives. This accomplishment is
based on a code of good corporate practices and meaningful disclosures with a high degree of
transparency and fair dealings.

From the above analysis, it is also observed that during the period of study, even though there have been
corporate governance reporting of 50 listed companies out of the 10 industry groups, there have been variations
in the manner of reporting among the various companies. In other words, 5(14.29%) industries comprising of 25
companies did not exhibit any proper compliance through reporting in their annual reports and only a passing
reference on the subject have been made (Table 1). However, the remaining 5 industries, comprising of 25
companies have been found to be reporting on corporate governance as per clause 49 in the listing agreement of
the SEBI Act.

Conclusion

The Indian environment of which the companies are microcosm is changing at a very faster rate and to
manage this change, good business sense is evolving as the unique solution. This is being done by using the
substratum principles of international corporate governance. Companies, to some extent have been trying in
inculcating an ethnicity of transparency and accountability. This permeates the whole organization and a
sacrosanct code of business ethics is to be woven into the very structure of the company. In the study, it has
been observed that that implementation of the corporate governance principles in the system and their reporting
in the annual reports has been gradually and slowly incarnated into the corporate conscience to exude
transparency, openness and accountability. The process has been slow but progressively budding from the year
2013-14 to 2015-16 in the Indian industries. As observed, some companies have developed capabilities in
identifying and translating the opportunities into reality, infused the public with a vision sparking dynamism and
entrepreneurship, created a system of succession, combined stability with flexibility and continuity to become
robust engines and responsible corporations.
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