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Abstract-

Indian financial system is not strong enough fae tverall development of the Indian Economy. Thene
three gatewayfeserve Bank Of IndiaRBI), Security Exchange Board of India (SEBI) anuditor (CA)
which are responiie for the development of ttEconomy of IndiaRBI is playing a vital role when we ta
about the strong banking system of our country diilit there are many changes which are requirethe
changedso that we should have global practices in our lmansystem.Auditors have also an important part
which playsa crucial role when government authorities colleformation about anxcompany. SEBI is a
market regulator of the secondamarket.lt plays a vital role fothe smooth functioning of the Share ma. It
gives the safe passage to theestor’s asthere are so many instances where investors lesttitoney.Good
Corporate Governance @n important subject amonCorporate bossesCorporatt Government plays an
important role for the people who carry the bussnes an undisputablheightwhere Corporate can boast of

their success.

There are a number of factors which essentiato be studied for a good Corporate Govern. Norms in our
country are needetb be refined and redeveloped. In the present motiCorporate Governan there are

number of flaw and we have to make a lot of charigebese norms to be best suited to prescenario of
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business need. CorporatBovernanc needs a very strong system aiid components especially t

Gatekeepers of it.
The economic need ¢ridia demands three majoiatekeepers as:

» Reserve Bank of India (RBI)
» Security and Echange board of Inc (SEBI) and

» Auditors (CA)

Each Gatekeeper plays a pivotal role for the beCorporate Governanc®ur findings are totally based
financial and economic analysis of the availabléad#< far as the functioning of theseatekeepers is

concerned it should be strong and a lot of chs are needed.

To run the entire show smoothigtrong and reliable information is needed. Therestmhe quality o
information. Further we need reliable data of fin@ and combination of system with firrThen only each
firm runs smoothly in a good sgsh of Corporate Governanc&he result of the study shovthat better
Corporate Governandeave lesser incentives because of lower agencylgsmobetween major and minori

shareholders.

This study emphasizes CorpordB®vernanc in Indian Content. There are many issues whichta be
discussed in the present businesarenment;the incorporation of SEBI gives a fair and smoathctioning of
security market and ttying to achieve its aim biRBI could succeed for the devement of banking sector in

the global scenario. This study shows that ICorporate Governanggs important.
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Cor por ate Gover nance Peculiaritiesin I ndia

Key Issues- There are many issues in IndisCorporate Governanctill not solved till egreat degree such as:

1. Agency Gaplin India there is problem in majority stock hatsl@and minority stock holders.
Family business firms exert more pressure becaueio dominance it the  corporate  world.  Public
Sector Enterprises (PSE), MuMational Companies(MNC) and family business have their o
fundamentals to run the business. 's are more responsible for th@@rnmeniRules and Regulations and
Ministries. MNC'’s are concerned withCorporate Governancd-amily Business exerts under cont

through holding company.

2. Requlatory FrameworSEBI and Stock xchange have major stake in mar

regulations. Corpora@overnanc needs to be discussed broadly. Therao strict rules and

regulations @ address the issues and cla

Evolution of Corporate Governancereformsin India

Corporate Governangaays an important role for tkprofitability and sustainability of the companidisis a
multi level and multi tired process to deal withdepends on the policy and regulatiorthe companies how
they follow the best corporapractice for the satisfaction of the employees thed overall development in tf

Corporate world.

At the time of Independee in 1947, Indiihas less rules and regulatioasall stock marki and less developed

Corporate Governangrodal. From 1947 to 195Government followed thpolicies of socialist modals. Banks
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played an important role in the development ofrtteket.Governmentgencies were evalua by how much

they have invested rather than how much profit géeyec

Public equity wasnade government sprices. In this environment, Corpor@evernanc has deteriorated but
in the first phase of development little developmemése made foCorporateGovernanc. Companies were
complying very little for Corporat&overnanc which were given in companies Act of 1956 and thles of

ICAI. But after 1991 crisis, IndiaGovernmer reformed a lot of areaand policies. SEBwas formed in 1992.

The need focapital plays an important role for the developn@rCorporateGovernanc in India.

Regulatory Framewor k for Cor por ate Gover nancein India and Challengesin Enfor cement

As Indian Governmenstarted thinking for the developm, It constituted the SEBI in 19' to regulate the
security market. Ministry o€orporat affairs gays an important role for the Companies regulatioder the

Companies law board.

The main purpas of the agency is to prot the investors from any fraudh ithe security market. SEBI
authority has also not clear and it could not sssftély exercise i, authority to curb the various scal But
later on sufficient amendmenitgere done to curb the various scams to bring tinegpemies under the comple
preview of SEBI. Now it has been granted issue agital, transfer f Securities and other matterater on
overlap ofauthority between SEBI and MC/SEBI and RBI were remodefor better administration ar
regulation of the market. Some neamendmentsnust be there for better immentations of the rules and

regulations of the market.
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Enforcement of CORORATE GOVERENNACE NORMS

Enforcement of Corporat8overnanc norms must beiscussed in broader term and speedy deliverysticg
by Indianlegal system. Total 53,000 cases are pending Supreme Court, 4@0,00( With High courts and
27, 00,000with various lower courts and till nc new cases are being registered day by These cases

hamper the overafjrowth of the econom

In the Satyam case depositors and investors hawglamed against Indian law because they did no

speedy Justice for their casedndian court

Key Issuesin Corporate Governancein India

1. Manadng the shareholders and promo: Joint stock companies make monopoly for majoritythed

Company’s resources to get their own neGlobal Corporat&overnanc norms emphasize on boards,
independent directosnd appointme of CEO; But in India boards are not powerful antdas to bow
before the majority stakeholde

So there are lot of problems and issueCorporate Governancén public sector units board memb
are appointed by government and mostly areprofessionallycompetent. Also all the major decisic
are taken by the ministers of the concerned ministrich is not good in busineinterest. Coal India
issue was having a problems for UK based investoitsat regarc

The guidelines on Corporaf&vernance cover following issues-

(i) Board of Directors

(ii) Audit Committee
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(iii) Remuneration Committee
(iv) Subsidiary Committee
(v) Disclosures

(vi) Reports Compliance arsthedul of implement

Multinational Companies have betiCorporate Governanammpliance in the¢prescribed form. These
Companies follow the Global standard Corporate Governancdhese Companies better control
Indian subsidiaries.

But sometimes Indian subsidiaries risks the patentpanies to harm the minori shareholders for the
benefits of the parg companie:

Family businesses are very complex when they folleaCorporateGovernanc norms. Indian family
businesses are more mumbers as compare to businesses in China, UK, &tgother competitiv

countries.

Companies Bill 2011 and itsimpact on Cor porate Gover nancein India

Governmenbof India have made several amendments in Comp&ugsl956 and presented a new bill, 2(
that was approvelly the parliament for gooCorporate Governangaractices in Indi: This bill in Corporate
many changes based on the various scams which d@uehed in the recent past. Mainly appointment
independent Directors were magisentic. And board importance wadso given importance. This independ
director would not beoo close of promoters. Five year term is fixed floe independent directorThese

directors cannot took stock option in the compan8econdl, specified numbers of members may file ¢
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against the company in tribunal if they think tleampany is nt doing work according to the wishes of

members. It means these new rules were giving exttection to the investo

Policy Formulation - Need for Robust Research to Guide Further Policy I nitiatives

In the last decades the government has formulasibus policies for betteiCorporate Governance.
Government has effectively implementhese policies successfuily the various business areas protected

the interest of the investors.

Gatekeeper s of Cor por ate Gover nance

The RBI, SEBI and the Auditor&CA) are the main gatekeepers of Corpoi@mvernance .When there is a
transaction in the marketpmpanies should think that there is someone wHooising at thistransaction. A
combination of good regulatioanc better gate keepingiould direct the stronger capital markets. Ime
gatekeepers such as Auditotsawyers, Rating Agencies andnalysts fail, then therole of the other
gatekeepers —Government, theligiary happens to be important fhe overall growth of the economy. SE
CAG, RBI andICAI are playing a good role in maintaining thetbeservices oCorporate Governance. These

gatekeepers must work interdependently rather itidegpendentl
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Reserve Bank Of India (RBI)

Banking Sector Requlation-

Central Banks in any country are expected to bermmous body. Their primary duis to control inflation
and maintain economic stabilitipn a developing market their role is more importd&B| sets a framework (
interest rate, faign exchange reserve management, setting normthdofinancial sector. It also condu

periodic surveillance to implement goCorporate Governang@rms in banking sectt

Framework for Corporate Gover nance of banks

Board for financial supervision (BFS) plays pivotal role for the RBI to implement gooCorporate
GovernanceCAMELS approach (Capitiadequacy, asset quality, managenearhings, liquidit and systems

and controlspre monitored by BFS. There are thtypes of approaches:-

a) Disclosure and Transparency

b) Off-site Surveillance

c) Prompt Corrective Action

Observation of our analysis

85 %of the entire financial sector is made up of conuabanling sector. There should be 09 % C/NPA
should be below 10% and ROA 25%. All the banks have done better than the set bendhbetween 20(-

12 .This Sector has performed well. RBI has dogea job for the development of the banking sectbere
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are so many sectors where RBI collects the mation fromthe various sectors, enforce checks balances to

instill good Corporate Governance.

Bl

SEBI acts as a regulator of the capital marketnidid and its role is very important for gooCorporate
Governancelts role extends only to listed companandis exercised through two stock exchanges, Nati
Stock Exchange (NSE) artde Bombay Stock Exchange (BS SEBI has set some norms for gcCorporate

Governance which ithe part of the listing agreemel

| mpact of Clause 49 on firm value and Efficiency

There should be an independent director accordirtge clause 49 of SEBI. There is a whistle blopaicy
too. We studied andheasured the impact of goGovernanceon the value of the firm fol00 companies
making BSE, 100 Index overyéar period bginning 2004-05. No positivehdt in this period was seen. Mal

Important financial ratios such as ROA, ROE,

Profit, Cost Sales ratios were studied but no relations could be establishd®erhap:Corporate Governance

has not had the expected impact as

The SEBI Appeal Process and consent orders

SEBI has been given qugs#icial powersand does well to dispose any complaints which come reeitoas

market regulator. Many complaints are related ttiainpublic offers andshare pric manipulation. In the
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anaysis of hundred cases only 51casesvere given free or partial relief. In many othepdg of complaint

SEBI took many years to solve the various ci

We also studied and analyzed I#&es of consent oirs from May 2009 to September 2011. These order
alternatives to long aniéngthy litigation process. Owanalysis showshat it is an effectivemeasure for long
pending issuesSEBI has been instrumental in startandenforcing basic standards Corporate Governance.
Its ambit is restricted to listed companies onlie TSEBI appeal process is a significant constitoérhis act.

It needs some tightening, which might already l&ntaplace
Auditors

Auditors have a role in upholding tlintegrity of the financial informationThey are the gatekeepers of
entire security markefThey are the protectors of the custominvestor'sregulatorsand other stake holders.
Independence is essential for the performancestitiiies successfully. Size of the audit firm igoad proxy

for quality of audit andlependability

Quality Financial I nformation

In India business needs a good accounting langandIFRS as a global stand:. ICAI is trying to converge

Indian Standards with the IFRS.
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Quality of Accounts Prepared by Companies

The quality of audit depends on quality of finahctatement, since most of the companies in Inde

Promoter-led Capanies; there are chances that right informasarot passe

Quality of enfor cement

Our analysis shows that there are very less chatic@sthere is any strict action for r- complain of

companies Act. It clearly shows that our systemoisadequate to control these typefrauds.

Following recommendations are sugges

i) Audit and non-audit services should be properly divic

i) Public listed entities should have minimum agots to be audite

iii) RBI and CAG must have access to the documents of timpamiesso they can easily audit 1 various

important papers.

iv)We shouldhave a regulatory body like America’s public Comparcounting oversigt Board.

Conclusion

Our Analysis shows that there should L perfect system to curb the namompliance of the rules and
regulation. We should make our rules and regulad®par with global standard because we are istgltibal
business environment. Even RBMlinistry of Company Affair (MCI), SEBI; these regulatory bodies are
working in gldal environment these are the main gateways foffinancial strength and responsible for

development of the Indian Econon
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So this system showed is robust and strong enaugbrttrol the entire syste
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