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Challenges of Corporate Governance

Dr. Maruti Arjun Kekane
C. D. Jain College of Commerce, Shrirampur
Email id- maruti kekane @ gmail.com
Mob. No. 901 1687692

Introduction:
Corporate governance it is a main issue in developing countries. long before the
headlines. Corporate

[Eftective corporite
Whether, they are

recent spate of corporate scandals in advanced economics mode
governance as well as economic development are intrinsically linked.
governance system helps to development of strong financial systems.
largely bank based or market based which in turn have an unmistakably positive effect on
economic growth which helps to reduce the puvcrly.'

Effective corporate governance enhances access the external financing sources.
leading to greater investment as well as higher growth of employment. Generally good and
effective corporate governance lower the cost of capital by reducing risk and create higher
valuation for boosting the real investment. According to the study of Mckinsey Quarterly
found that institutional investors in emerging market companies would by willing to pay as

much as 30 percent more for shares in the companies with good governance.”

The Concept of Corporate Governance:

Corporate governance 18 concerned with holding
governance cares with holding the balance between economic and social goals and between
individual and communal goals. The corporate governance framework 1s to encourage the
efficient use of resources equally for accountability for the stewardship of those resources.

the balance between operate

The main aim of the corporate governance is to align as ncarly as possible the interests of

individuals. corporations and the society. However, corporate governance is also concerned

with  ethics values and morals of a  company and its directors.

In this way, corporate governance is that the relationship among corporate managers,

directors and provides of equity people and institutions that save and invest their capital to
.

carn a return.

Objectives of the Study:
| Tounderstand of the corporate governance
2 To study the principles of corporate governance

i Tostudy of Elements of the corporate governance

Research Methodology
This rescarch on the purely secondary data and intormation hikes penodicals,

journals, government penodicals, reference books and websites ¢l

Principles of Corporate Governance,
I Raghts and equitable treatment of share holders: The organization should respect the

rights of sharcholders and help them to exercise these nights ot s more usetul 1o

cncouraging sharcholders to puiticipate i gencral mecting
{
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2. Interest of shareholders: Organization should recognize they necessary legal issues
likes contractual, social and market driven obligations to non-shareholders including
employees. investors, creditors. suppliers,  local communities, customers
and important person etc.

3. Role and Responsibilities: The board needs Sufficient important skill as well as
understanding to review and challenge management performance.

4. Integrity: Integrity it is a fundamental requirement in choosing corporate officers and
board members. Organization has been develops a code of conduct for the directors
and executives that promotes ethical and responsible decision making in the
organization.

5. Transparency: Organization should clarify and make publicly known the
responsibilities of board directors as well as organization management to
supply stake holders with a leve] of accountability.

6. Providing transparency in the company's decision-making processes both in good and
bad times.

7. Regulating efficient cooperation between a supervisory board of directors and the
management of a company.

8. Ensuring the company exercises prudence in strategy-setting and decision-making so
that the best interests of all stakeholders are taken into account.

9. Providing a framework for action if there's a violation of the company's code of
conduct.

10. Ensuring the company is geared toward long-term value creation, not short-term
gains.

['1. Independent leadership:  Companies should have maintained an independent
leadership for the guide of organization management, likes an independent
chairperson or a lead independent director.

12. Transparency: transparency is the company should provide free as well as easy-to-
understand information to public who may be affected by the company's corporate
governance policies, such as clear various financial reports.

[3. Stakeholder relations: The Company should consult with the different categories of
stakeholders in an ongoing discourse to reach a relation of how it can best serve
everyone's needs sustainably.

14. Accountability: Precisely who is accountable for what should be written down in the
company's code of conduct?

15. Inclusion or corporate citizenship: This element of corporate governance typically

includes an aspect of social and environmental responsibility, such as using the

company's human, technological and natural resources responsibly and acting for
the advantage of the community as an entire.”

Challenges of Corporate Governance
I. Conflicts of interest:

A conflict of interest occurs when a controlling member of the corporate has other
financial interests that would influence his decision-making or conflict with the objectives of the
corporate.
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