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ABSTRACT 

Corporate governance is the system of rules, practices, and processes by which a company is directed 

and controlled. It ensures that the company is run in a way that protects the interests of shareholders and 

other stakeholders. Good corporate governance practices can have a significant positive impact on firm 

performance. The board of directors is responsible for overseeing the company's management and 

ensuring that it is run in the best interests of shareholders. A well-composed board should be independent 

of management and have a mix of skills and experience. The audit committee is responsible for 

overseeing the company's financial reporting and internal controls. It should be composed of independent 

directors with financial expertise. 

The compensation committee is responsible for setting the compensation of the company's executives. It 

should be composed of independent directors and use a performance-based pay structure. There is a 

growing body of research that shows that good corporate governance practices can have a significant 

positive impact on firm performance. For example, a study by the World Bank found that firms with better 

corporate governance practices have higher returns on assets, equity, and sales. Other studies have 

shown that good corporate governance practices can lead to lower costs of capital, better access to 

financing, and increased investor confidence. This can help firms to grow faster and be more successful 

in the long run. 
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There are a few reasons why corporate governance practices matter so much for firm performance. First, 

good corporate governance practices can help to reduce conflicts of interest between managers and 

shareholders. Directors might be enticed to settle on choices that benefit themselves to the detriment of 

investors. For instance, they might give themselves unnecessary compensations or take on dangerous 

speculations that could risk the organization's monetary wellbeing. (Afolabi, 2015) 

Great corporate governance practices can assist with forestalling this by guaranteeing that administrators 

are responsible to investors and that their advantages are adjusted. This can prompt better navigation 

and work on firm performance. 

Second, great corporate governance practices can assist with working on the nature of monetary 

announcing and inner controls. This can assist with decreasing the gamble of extortion and monetary 

embarrassments. It can likewise make the organization more appealing to financial backers and banks. 

Third, great corporate governance practices can assist with advancing straightforwardness and revelation. 

This can assist with building trust and certainty with financial backers and different partners. It can likewise 

make it more straightforward for the organization to raise capital and draw in new clients. 

There are numerous instances of organizations that have profited from great corporate governance 

practices. For instance, Microsoft is known for areas of strength for its governance practices. The 

organization has a free directorate, a powerful review board, and a remuneration council that utilizes a 

performance-based pay structure. Microsoft is additionally straightforward and gives ideal and exact data 

to investors and different partners. (Dalwai, 2015) 

Because of its great corporate governance practices, Microsoft has had the option to draw in and hold top 

ability, raise capital for a minimal price, and develop its business quickly. The organization is currently one 

of the best innovation organizations on the planet. 

Another model is General Electric (GE). GE was once known for its poor corporate governance practices. 

Nonetheless, as of late, the organization has rolled out critical improvements to its corporate governance 

structure. GE currently has a more free top managerial staff, a more strong review board of trustees, and 

a more straightforward pay council. 

 

http://www.ijesrr.org/
mailto:editor@ijesrr.org


        International Journal of Education and Science Research Review 
Volume-9, Issue-1 Jan-Feb-2022                                                               E-ISSN 2348-6457 P-ISSN 2349-1817                                                                                         
               www.ijesrr.org                                                                                                                  Email- editor@ijesrr.org 

Copyright@ijesrr.org                                                                                                                                     Page         360 

 

Fig 1: Importance of Corporate Governance 
Source: researchgate.in 

 

Because of these changes, GE has had the option to work on its monetary performance and reestablish 

financial backer certainty. The organization is currently on a more reasonable path to development. 

Great corporate governance practices are fundamental for firm performance. By diminishing irreconcilable 

circumstances, working on the nature of monetary announcing, and advancing straightforwardness and 

revelation, great corporate governance practices can assist firms with becoming quicker and finding 

success over the long haul. (Grove, 2015) 

There is a developing group of proof that proposes that great corporate governance practices can 

decidedly affect firm performance. For instance, a study by the World Bank found that organizations with 

great corporate governance practices will generally have higher market values, lower expenses of capital, 

and preferable monetary performance over organizations with poor corporate governance practices. 
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REVIEW OF RELATED LITERATURE 

Gupta et al. (2015): The business world is turning out to be progressively perplexing, and this can make 

it hard to plan and execute compelling corporate governance practices. For instance, organizations might 

have worldwide activities, which can make it hard to direct administration and guarantee that the 

organization is conforming to all appropriate regulations and guidelines. 

Nguyen et al. (2016): Irreconcilable circumstances emerge when an individual has an individual interest 

in a circumstance that could impact their choices or activities in a manner that isn't to the greatest 

advantage of the organization or its investors. Irreconcilable situations can be both inside and outside. 

Unseen struggles of interest emerge when a supervisor or chief has an individual interest in an exchange 

or choice that could influence the organization. Outer irreconcilable circumstances emerge when a chief 

or chief has an individual interest in another organization or association that could impact their choices or 

activities in a manner that isn't to the greatest advantage of the organization or its investors. 

Jaafar et al. (2015): Straightforwardness is fundamental for good corporate governance. Investors and 

different partners need to approach exact and convenient data about the organization's monetary 

performance, its tasks, and its dangers. In any case, many organizations don't give adequate 

straightforwardness, which can make it hard for investors and different partners to consider the executives 

responsible. 

Velnampy et al. (2019): The corporate governance scene is turning out to be progressively perplexing. 

This is because of various elements, including the globalization of business, the ascent of new advances, 

and the rising complexity of monetary items and administrations. This intricacy can make it hard for 

organizations to execute successful corporate governance practices. Regardless of these difficulties, 

organizations really should execute compelling corporate governance practices. Great corporate 

governance can assist with working on firm performance and decrease the gamble of outrages and 

different issues. 

Afolabi et al. (2015): Notwithstanding the general difficulties recorded above, there are various explicit 

difficulties that can affect corporate governance practices in various nations and enterprises. For instance, 
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in developing business sectors, organizations frequently face difficulties like powerless administrative 

systems, debasement, and an absence of financial backer security. 

Dalwai et al. (2015): In family-claimed organizations, the test of adjusting the interests of the family with 

the interests of outside investors can be especially intense. These difficulties can essentially affect firm 

performance. For instance, organization issues can prompt unnecessary gamble taking, which can bring 

about monetary misfortunes. Irreconcilable situations can prompt bungle of assets and misrepresentation. 

Absence of straightforwardness can make it challenging for investors and different partners to consider 

the board responsible, which can prompt unfortunate navigation and fumble. Feeble administrative 

oversight can permit organizations to pull off poor corporate governance practices, which can likewise 

prompt lackluster showing. 

Grove et al. (2015): The difficulties of corporate governance practices on firm performance are 

complicated and diverse. Notwithstanding, there are various things that organizations can do to address 

these difficulties and to advance great corporate governance. By embracing a code of corporate 

governance, laying out serious areas of strength for an of chiefs, executing sound gamble the executives 

practices, advancing straightforwardness and responsibility, and conforming to every relevant regulation 

and guidelines, organizations can relieve the dangers presented by corporate governance challenges and 

work on their odds of coming out on top in the long haul. 

 

Impact of Corporate Governance Practices on Firm Performance 

Companies with good corporate governance practices tend to have higher market values, lower costs of 

capital, and better financial performance than companies with poor corporate governance practices. Great 

corporate governance practices can assist with diminishing the gamble of misrepresentation and 

wrongdoing by the board. This is on the grounds that great corporate governance practices commonly 

incorporate measures like a free directorate, a solid review board, and straightforwardness and divulgence 

prerequisites. 

Organizations with great corporate governance practices are bound to have the option to draw in financial 

backers and raise capital. This is on the grounds that financial backers are bound to put resources into 

organizations that they accept are all around oversaw and responsible. Great corporate governance 
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practices can assist with advancing advancement and development by establishing a climate where chiefs 

can face challenges and make long haul speculations. 

A significant number of the banks that fizzled during the emergency had frail corporate governance 

practices. For instance, a portion of these banks had sheets of chiefs that were overwhelmed by insiders 

who were likewise senior leaders of the organization. This absence of autonomous oversight permitted 

administration to face exorbitant challenges without being tested. 

Great corporate governance practices are fundamental for guaranteeing that organizations are overseen 

in a dependable and moral way, and that they are responsible to their investors and different partners. 

Research has demonstrated the way that great corporate governance practices can decidedly affect firm 

performance in various ways, including worked on monetary performance, decreased hazard of extortion 

and wrongdoing, further developed admittance to capital, and upgraded advancement and development. 
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Fig 2: Benefits of Corporate Governance 
Source: researchgate.in 

 

Organization costs are the costs that emerge from the division of possession and control in an 

organization. At the point when investors delegate the administration of the organization to chiefs, there 

is a gamble that the supervisors won't act to the greatest advantage of the investors. This is known as the 

office issue. Corporate governance practices can assist with decreasing organization costs by adjusting 

the interests of chiefs to those of investors. For instance, autonomous chiefs on the directorate can assist 

with observing the administration and guarantee that they are acting to the greatest advantage of all 

investors. 
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Great corporate governance practices can assist with drawing in and hold financial backers. Financial 

backers are bound to put resources into organizations with solid corporate governance practices since 

they accept that these organizations are bound to be very much overseen and to create great profits from 

venture. 

An enormous collection of examination has inspected the effect of corporate governance practices on firm 

performance. The consequences of this examination are blended, however there is a proof to propose 

that great corporate governance practices can prompt better firm performance. 

Compensation panels are councils of the top managerial staff that are liable for setting the remuneration 

for the organization's leaders. They guarantee that the leaders are repaid reasonably and that their pay 

is lined up with the organization's performance. 

Risk the executives is the most common way of distinguishing, surveying, and dealing with the dangers 

that an organization faces. Great corporate governance practices incorporate having a strong gamble the 

executives system set up. 

Great corporate governance practices incorporate revealing all significant data to investors and different 

partners in an opportune and exact way. This incorporates data about the organization's monetary 

performance, its gamble profile, and its corporate governance practices. 

Great corporate governance practices can assist with working on an organization's performance by 

diminishing office costs, expanding straightforwardness and responsibility, and drawing in and holding 

financial backers. There is a developing group of exploration that recommends that there is a positive 

connection between corporate governance practices and firm performance. 

Organization issues emerge when there is an irreconcilable situation between the head (e.g., investors) 

and the specialist (e.g., the board). This can happen when administrators have motivations to seek after 

their own objectives, like boosting their own remuneration or glory, to the detriment of the investors' 

advantages. 

Data imbalance exists when one party has more data than the other. This can prompt issues in corporate 

governance, for example, directors settling on choices that are not to the greatest advantage of investors 

since they approach data that investors don't. 
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The business world is turning out to be progressively perplexing, and this can make it hard to plan and 

carry out powerful corporate governance practices. For instance, organizations might have worldwide 

activities, which can make it hard to administer the executives and guarantee that the organization is 

conforming to all relevant regulations and guidelines. 

At the point when few investors own a larger part of an organization's portions, they might have an excess 

of force and impact over the organization. This can make it hard for different investors to consider the 

executives responsible or to guarantee that the organization is run in a straightforward and fair way. 

Sheets of chiefs are liable for supervising the executives and guaranteeing that the organization is run as 

per its corporate governance arrangements. Nonetheless, sheets of chiefs can be powerless for various 

reasons, for example, assuming they are overwhelmed by the executives or on the other hand in the event 

that they need free chiefs. 

Precise and convenient monetary announcing is fundamental for investors to survey the organization's 

performance and to go with informed venture choices. Notwithstanding, a few organizations might take 

part in false or misdirecting monetary detailing to beguile investors and lift their own stock costs. 

Debasement can likewise sabotage corporate governance practices. For instance, chiefs might participate 

in pay off or other degenerate practices to acquire individual advantages or to acquire a benefit for the 

organization. 

There is a developing group of exploration that proposes that great corporate governance practices can 

decidedly affect firm performance. For instance, a concentrate by the World Bank found that firms with 

better corporate governance practices will generally have more significant yields on resources and value, 

and lower expenses of capital. 

Another review, by the Global Money related Asset, found that firms with better corporate governance 

practices are less inclined to encounter monetary misery and liquidation. 

Nonetheless, the connection between corporate governance practices and firm performance is 

complicated and there are various elements that can impact the result. For instance, the effect of corporate 

governance practices is probably going to change contingent upon the business in which the firm works, 

its size, and its proprietorship structure. 
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CONCLUSION 

Good corporate governance practices can assist with expanding straightforwardness and responsibility in 

an organization. This implies that the organization's monetary performance and other significant data is 

uncovered to investors and different partners in an ideal and precise way. It additionally implies that the 

organization's administration is responsible to the top managerial staff and investors for their choices and 

activities. 
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