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Abstract
The corporate governance has become an integral part for the success of any corporate now-a days. The 

companies are very actively focusing on the implementation of corporate governance codes prescribed by 
the regulating agencies. In India, the major concern of the companies is to follow the provisions of the clause 
49 of the listing agreement and to make proper disclosure of it in their annual reports in order to gain the 
stakeholders’ attention. The study is an attempt to assess the awareness and understanding level of the 
stakeholders regarding the provisions of clause 49 of the listing agreement as prescribed by Securities and 
Exchange Board of India (SEBI). Moreover, an attempt has also been made to trace out the factors affecting 
the quality of corporate governance. It has been observed that awareness and understanding level of 
respondents regarding the existing provisions of clause 49 is still minimal.
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Introduction
Corporate governance is considered to be different from corporate management. Management 

is concerned with the running of the corporations and the governance aims to ensure that the 
corporation is running in a fair and transparent manner to the interest of all the stakeholders. The 
concept of corporate governance has been introduced to ensure the greater transparency in the 
operations of the corporate, to improve the quality and integrity of the board members and also, 
to protect the investors’ interest. This concept has assumed significant importance after the failure 
of big corporate giants namely Enron, Xerox, World Com and Tyco in the USA and the UK. In fact, 
at the global level, the importance of this concept has been highlighted by the big international 
agencies like World Bank and OECD by publishing the codes for corporate governance. Moreover, 
initiatives have also been taken by these agencies (OECD and World Bank) to raise the corporate 
governance standards in developing countries by establishing Global Corporate Governance 
Forum in 2001. The forum focused on OECD principles of corporate governance to be followed by 
the developing nations of the world. (ICSI, 2011, page no.1.38)



2 Amity Journal of Corporate GovernanceADMAA

Volume 2  Issue 2  2017AJCG

Corporate governance initiatives in India began with the voluntary code published by the 
Confederation of Indian Industry (CII) in the year 1998. After this, SEBI constituted a committee 
under the chairmanship of Kumar Mangalam Birla in the year 1999, to give recommendations 
to raise the standards of corporate governance in India. The recommendations of the committee 
were introduced through clause 49 of the listing agreement and were made applicable to all the 
companies listed on BSE and NSE with a paid up capital of Rs.3 crores or more. The clause 49 
was introduced through eight sub clauses namely board of directors, audit committee, investors 
grievance committee, remuneration to directors, board procedure, management, shareholders and 
lastly a report on corporate governance. The committee also recommended that a separate section 
on corporate governance should be introduced  in the annual report of a company covering 
company’s philosophy on the corporate governance, board of directors ( structure and size, no. 
of meetings conducted and attended, etc), audit committee (size, no. of meeting conducted and 
attended, financial literacy of the members, etc), remuneration of directors, investor’s grievance 
committee, general body meetings, means of communication (names of the newspapers where 
quarterly results are published, website details, etc,) disclosures of related party transactions 
and  general shareholders information. The companies are also required to mention about the 
adoption of non-mandatory recommendations such as formation of remuneration committee and 
information regarding shareholders rights such as half yearly report sent to the shareholders, 
procedure of conducting postal ballot exercise and information on reimbursement of expenses 
incurred by Non-executive chairman to maintain chairman’s office. (Birla Committee Report on 
Corporate Governance, 2000) 

 The Department of Company Affairs (DCA) also appointed a committee under the 
chairmanship of Naresh Chandra in the year 2002. The committee gave its recommendations on 
various areas regarding auditor company relationship, appointment of auditor, disqualification 
of audit assignments, audit partner rotation, disclosure of contingent liabilities, certification 
of annual accounts by CEO and CFO, independent directors and their training, etc. However, 
the recommendations of the Naresh Chandra committee were in line with recommendations of 
Sarbanes Oxley Act, 2002 of USA.

Later in the year 2002, SEBI constituted another committee under the chairmanship of 
Kumar Manglam Birla to revise the existing clause 49 of the listing agreement for its further 
improvement. The committee concentrated on main issues relating to audit committee, audit 
reports, independent directors, related party transactions, risk management, code of conduct for 
directors and senior management personnel, etc. The committee submitted its report in the year 
2003 but due to certain representations made by industrialists; this revised clause couldn’t be 
implemented. Narayan Murthy’s committee once again had to consider the objections raised by 
the industrialists. Hence, changes were made in composition of the audit committee members, 
remuneration of non-executive directors, risk management and related party transactions, etc. 
SEBI succeeded in implementing the revised clause 49 of the listing agreement vide its circular 
dated Oct. 29, 2004, to be effective from Jan 1st, 2005.

Literature Review

Studies focusing on relationship between corporate and firm performance in 
India

A few scholars have tried to associate the attributes of corporate governance i.e. board size, 
independent directors, insider ownership, shareholding pattern, etc. with financial performance of 
the firms. The review of relevant studies is as follows:
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Patiabandla (2001) in his research paper examined the impact of foreign institutional investors’ 
holdings on corporate financial performance with a sample of 11 Indian industries for a period 
of ten years from 1989 to 1999. The study revealed a positive association between foreign equity 
holdings and profitability. The scholar observed that the role of foreign institutional investors 
would definitely improve the existing corporate governance mechanisms of the firms. Mohanty 
(2002) studied the relationship between corporate governance and firm performance of 113 non-
finance companies. The study revealed that the corporate governance index was positively 
associated with the financial performance and further with the stakes of mutual funds except 
Unit Trust of India but negatively associated with the stake of banks. The author attributed the 
reason of this positive association with mutual funds to its strong policy of investing money 
in the companies having sound governance records. Dwivedi and Jain (2005) analysed the 
relationship between corporate governance and firm’s performance of 340 large listed Indian 
firms from the period of 1997 to 2001. It was observed that foreign shareholdings had positive 
impact on firm performance and public shareholdings contributed negatively to the firm’s 
performance. Moreover, insignificant positive association was also found between board 
size, Indian institutional investors’ shareholdings and firm value. Phani, et al. (2005) in their 
paper investigated the relationship between insider ownership and firm performance for all 
manufacturing companies listed on BSE for a period of 12 years from 1989 to 2000. No link was 
found between insider ownership and firm performance in case of majority of the industries. 
So far as other industries were concerned, the impact of insider ownership on performance was 
observed for a particular time period of study only. Prasanna (2005) focused on relationship 
between independent directors and financial performance of 130 Indian companies for the period 
2002-2004. The composition of independent directors, their participation in board meetings, 
annual general meetings, audit committee meetings and chairmanship of governance committee 
were taken as independent variables. Tobin’s Q ratio is taken as measure of value maximization. 
Negative relationship was found between independent board and value maximization. Mayur and 
Saravanan (2006) tried to explore the relationship between board size and corporate performance 
of 37 banks listed on BSE and NSE. The results revealed no relationship between board size and 
corporate performance at all. 

Studies related to compliance level of clause 49 of the listing agreement
In India, most of the studies concentrated on compliance level of clause 49 of the listing 

agreement by the companies. The review of these relevant studies is given as follows:

Kant (2002) in his unpublished thesis studied the disclosure practices, quality of governance 
and shareholder value of the first hundred most valuable companies, based on the list of BT-
500, published by  Business Today magazine. The study covered the period  from 1996 to 2000. 
The researcher didn’t get significant variations in the quality of corporate governance among the 
sampled firms. So far as the governance parameters such as board of directors and its composition 
were concerned, most of the companies performed well. On the contrary, a positive relationship 
had been found out between the quality of governance and financial variables like Profit after tax, 
Return on Equity and Return on Assets. Gupta, et al. (2003) focused on the corporate governance 
reporting practices of 30 selected Indian companies, listed on Bombay Stock Exchange. Corporate 
governance section of the annual reports for the years 2001-2002 and 2002-03 had been analysed 
by using content analysis. The researchers found variations in the reporting practices of the 
companies. In certain cases, omission of mandatory requirements as per clause 49 had also been 
observed. Bakshi (2004) in his article observed that mere compliance of the rules of regulatory 
authorities such as Companies Act 1956 and Stock Exchange regulations did not assure the 
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effectiveness and efficiency of governance matters. It was also pointed out that the duality on the 
board did not serve the purpose of good governance. Gupta (2006) traced out the differences in 
corporate governance practices of few locally based selected companies of automobile industry 
in Haryana namely, Hero Honda Ltd, Maruti Udhyog Ltd and Escorts Ltd. The corporate 
governance disclosure has been studied from the annual reports of the companies for the year 
2004-05. The author didn’t observe significant deviations of actual governance practices of these 
companies from clause 49 of the listing agreement. Subramanian (2006) observed the differences 
in disclosure pattern on governance attributes namely, board and management structure and 
process, ownership structure and investors relations of 90 public and private sector companies 
in India. The data with respect to disclosure score had been collected from the annual reports of 
the companies for the financial year 2003-04.  The researcher had conducted a primary survey 
for collecting the information on financial transparency, board and management structure and 
process and ownership structure and investors relations. It had been observed that the private 
companies disclosed more information under the category of board and management structure. 

Studies focusing on theoretical issues and anomalies present in corporate 
governance system in India

 A few scholars have also thrown light on some theoretical issues related to corporate 
governance. In addition, a few studies have also tried to investigate the anomalies present in 
corporate governance system such as ownership disputes and issues related to independent 
directors.

Bhasa (2004) discussed the models of corporate governance starting from managing agency 
system in pre-independence period to the present day model after post liberalization. The 
scholar had also highlighted certain anomalies present in the corporate governance system 
in India especially pointing out the regulatory mechanisms such as SEBI’s Act, Co’s Act 1956 
and recommendations of Birla and Naresh Chandra Committee. Gunasingh (2003) discussed 
certain changes in statutory and self-regulating bodies in India during the last decade and also 
highlighted that the concept of corporate governance was based on values and principles. Being 
an artificial entity, good governance of a company was dependent on certain features such as 
fairness, integrity and loyalty of the people associated with it. Lal (2004) focused on three aspects 
i.e. accountability, transparency and equality of treatment for all stakeholders for managing 
the corporations efficiently.  He also raised the issue of absence of full disclosure regarding the 
excessive benefits and perquisites drawn by the Chief executive officer of the company. It was 
suggested that the business managers should come forward with the ideas of self-regulation in 
order to render more effective services to the whole community. Kumar, T.N (2006) highlighted 
certain anomalies present in the governance structure of Indian family managed corporations 
and pointed out the ownership dispute between two brothers of Reliance Industries Ltd. It 
had been observed that the regulations of SEBI and Department of Company Affairs (DCA) on 
corporate governance, created confusions in the minds of companies regarding the guidelines 
to be followed. It had been suggested to render the powers of framing governance structure 
to DCA only. Singh and Sharma (2006) discussed the concept and models of the corporate 
governance such as single tiered model and two tiered model. The authors had further discussed 
the governance structure in Indian context and clearly highlighted the controversial views of 
the scholars about these two models. It had been concluded that good governance of company 
depended not only on the models to be followed but on the norms and rules of certain external 
mechanisms such as Govt. regulatory agencies and stock markets. Srinivasan and Srinivasan 
(2011) observed the status of corporate governance during the period of 2000-2010 through various 
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publications on corporate governance in national and international journals. The authors pointed 
out the growing interest in the field of corporate governance in India. 

Need of the Study
From above stated review, it emerges that a lot of research work has been carried out in 

India on this topic of discussion. In India, the need to find regulatory framework for corporate 
governance has resulted in setting up of various committees like Kumar Manglam Birla 
Committee, Naresh Chandra Committee, Narayan Murthy Committee and J.J Irani Committee. 
Moreover, Ministry of Corporate Affairs in India in collaboration with Confederation of Indian 
Industry, Institute of Chartered Accountants of India (ICAI) and Company Secretaries of India 
(ICSI) has also set up a National Foundation of Corporate Governance (NFCG) in the year 2003. 
The main aim of these committees and the forum is to raise the Indian corporate sector by raising 
their corporate governance standards. The companies are following the provisions of the clause 
49 of the listing agreement as prescribed by SEBI and disclosing their corporate governance 
practices in annual reports in a very lucid way. But implementation of corporate governance 
code in true spirit can be possible only if there is demand for the same by stakeholders. The 
pressure can be exerted only if the stakeholders are aware of relevance and significance of 
corporate governance framework prevailing in the country. However, there is no single study 
that empirically examined the awareness level amongst the users of annual reports. Hence, a 
need is felt to study the awareness and understanding of stakeholders regarding the provisions 
of clause 49 of the listing agreement in India. So, in the present article, an attempt has been made 
to study the awareness and understanding level of the stakeholders regarding the provisions 
of clause 49 of the listing agreement and further to trace out the factors affecting the corporate 
governance system prevailing in the country. No doubt the revised clause has been implemented 
by SEBI in the year 2005 to raise the corporate governance standards in the country but still few 
strong recommendations like whistle blower policy, compulsory corporate governance ratings 
are not forming a part of mandatory requirements. Moreover, new companies act 2013, has also 
not stressed upon the formation of corporate governance committee and introduction of whistle 
blower policy in mandatory requirements domain. So, after a decade of implementation of clause, 
a need is felt to study the awareness and understanding of respondents regarding corporate 
governance norms prevailing in country. 

Objectives of the Study
The following objectives have been framed for the present study:-

1) To study the relevance of the various sections of the annual report as reported by respondents;

2) To study the awareness and understanding of respondents regarding the provisions of clause 
49 of the listing agreement and

3) To find out the various factors affecting the quality of corporate governance.

Research Methodology
The study is based on a primary survey. The suitable questionnaire has been framed and 

divided into two sections. First section of the questionnaire is based on the achievement of first 
two objectives of the study while on the other hand, section II focuses on the third objective of 
the study. The questionnaire was given to a sample of 100 respondents but scholars succeeded 
to get only 90 filled questionnaires. Later on while selecting the final sample, certain exclusions 
were made with those questionnaires where partial information had been supplied by the 
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respondent. So, the final sample consisted of 80 respondents comprising of management students, 
academicians, bankers, brokers, chartered accountants, company secretaries and researchers. 
In the first part of the questionnaire apart from seeking the information regarding awareness of 
clause 49, the respondents were also asked to rate the different sections of the annual reports on 
a scale ranging from 1 to 7 on the basis of its relevance to them where 1 stands for very important 
and 7 is for least important. Moreover, the broad dimensions of clause 49 such as board of 
directors, audit committee, investor’s grievance committee, remuneration committee, general body 
meetings and general shareholders information again  have  been ranked by the respondents on 
a 1-6 scale on the basis of its relevance to them, where 1 stands for most important and 6 least 
important.

  The first section of the questionnaire has been analyzed by using descriptive statistics such as 
mean and percentages. Moreover, one of the non-parametric tests namely W. Kendall’s coefficient 
of determination was also used to analyse the mean ranks of various dimensions of clause 49 
of the listing agreement. In the second part of the questionnaire, the respondents were asked to 
rate the different statements on five point Likert Scale ranging from strongly agree to strongly 
disagree. The scholars have used the Factor Analytical Technique along with Principal Component 
Method and Varimax Rotation in order to summarize the statements. The factor loadings greater 
than 0.50 and Eigen values greater than 1 were considered to be appropriate for analysis. Before 
applying Factor Analysis technique, the consistency of the entire scale has been assessed with 
the help of Cronbach’s Alpha value. The generally agreed value of Cronbach’s alpha is 0.70 and 
may decrease to 0.60 in exploratory research. (Hair, et. al, 2005). The Cronbach alpha technique 
is usually used to refine the scale. In the present study, the scale was refined at Cronbach alpha 
value of 0.86.  further to check the adequacy of sample for factor analytical technique, Keiser 
Mayer Oklin (KMO) has been tested, the value of which is in favour of our analysis. SPSS 17 
version was used for analyzing the data. 

Analysis and Findings
Table 1 shows the demographic profile of respondents. The survey results revealed that 66.7% 

of respondents are male and 33.33% are female. Similarly, qualification wise categorization shows 
that majority of the sample respondents i.e. 43.5% are  from banking sector, insurance sector 
and stock market (brokers) placed under ‘others’ category followed by management students 
(30.4%), academic faculty members (10.2%), researchers (8.7%), chartered  accountants (4.3%) and 
chartered secretary (2.9%). Age group wise categorization shows that 68.1% of the respondents 
belong to the age category of less than 30 years, followed by age group of 30-40 years (20.3%), 40-
50 years (5.8%) and more than 50 years (5.8%). It has been observed from sample distribution that 
30.4% of the respondents are management students known as future drivers of corporate. They 
are the managers of tomorrow and ultimately they have to face the real problems of the corporate. 
Moreover, corporate governance has become a part of their discipline and there is a dire need to 
hear from their side also.
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Table 1: Socio Demographic Profile of Respondents

Percentage of Respondents
Gender
Male 66.7
Female 33.3
Qualification
Chartered Accountants 4.3
Company Secretary 2.9
Academic Faculty 10.2
Researchers 8.7
Management Students 30.4
Others 43.5
Age Group(Years)
Less than 30 68.1
30-40 20.3
40-50 5.8
More than 50 5.8

  Source: Compiled from Questionnaire Data
 
The survey results point out that just 63.1% of the respondents have been reading the annual 

reports of the companies and they have rated the different sections of the annual report on the 
basis of its relevance to them. Table 2 indicates the relevance of the contents of annual reports on 
the basis of mean ranks. The respondents have ranked the various sections of the annual report on 
the basis of its relevance to them where 1 is considered to be the most important and 7 is the least 
important. The results of Kendall W. statistics revealed that respondents have given an average 
ranking of 1.57 to Profit or Loss Account & Balance Sheet of the Company i.e. the most important 
parameter for respondents followed by Financial Highlights (mean rank of 2.50), Notes to 
Accounts (4.00), Directors Report (4.15), Chairman’s Speech (5.02), Corporate Governance Section 
(5.12) and Management Discussion & Analysis Report (5.63). The results of the Kendall statistics 
are found to be significant. It emerges from the survey results that corporate governance section of 
the annual report is not much recognized by the respondents.

Table 2: Relevance of the Contents of Annual Report

Parameters Mean Rank

Profit or Loss Account & Balance Sheet 1.57

Financial Highlights 2.50

Notes to Accounts 4.00

Directors Report 4.15

Chairman’s Speech 5.02

Corporate Governance Section 5.12

Management Discussion & Analysis Report 5.63

N=51
Kendall’s W= 0.469
Chi-square= 118.242
Level of Significance= 0.000

           Source: Compiled from questionnaire data
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Table 3: Awareness and Understanding of Clause 49 of the Listing Agreement

Criteria Percentage of Respondents

On the basis of Awareness On the basis of Understanding

Yes 66.2 74

No 33.8 26

 Source: Compiled from questionnaire data

So far as achievement of second objective is concerned, Table 3 indicates that only 66.2% of 
the respondents are aware of the clause 49 of the listing agreement and out of this 74% of the 
respondents have gone through the provisions of the clause 49 of the listing agreement.

Table 4: Ranking of Dimensions of Clause 49 of the Listing Agreement

Dimensions Mean Rank

a) Board of Directors 1.56

b) Audit Committee 2.72

c) Investors Grievance Committee 3.80

d) Remuneration Committee 4.09

e) General Body Meetings 4.39

f) General Shareholders Information 4.44

N=40
Kendall’s W=0.370
Chi-square=75.948
Significance level= 0.000

  Source: Compiled from questionnaire data

The survey results as per Table 4 indicate that the dimension of board of directors has 
been viewed as the most important by the respondents and accordingly it has been assigned 
an average rank of 1.56 followed by audit committee (2.72), investor’s grievance committee 
(3.80), remuneration committee (4.09), general body meetings (4.39) and general shareholders 
information (4.44). The results of the Kendall statistics are also found to be significant.

Table 5 : Ranking of Additional Provisions of Clause 49 of Listing Agreement

Parameters Mean Rank

Formation of Corporate Governance Committee 2.09

Compulsory Corporate Governance Rating 2.44

Submission of performance report of all the directors to 
SEBI at regular intervals

4.00

Compulsory Whistle Blower Policy 4.03

Appointment of lead independent directors on the board 4.36

Remuneration of managing director should be linked with 
co’s performance

5.29

Nominee directors not to be considered as independent 5.79

N=40
Kendall’s W=0.396
Significance=0.000

  Source: Compiled from questionnaire data
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The survey results also indicate the preference of respondents for introducing the additional 
mandatory provisions in the existing clause 49 of the listing agreement. Table 5 reveals the mean 
ranks of additional provisions proposed to be included in the mandatory part of clause 49 of 
the listing agreement. The majority of respondents are in the favour of formation of corporate 
governance committee at the board level and hence, mean rank 2.09 has been given to this item 
followed by corporate governance rating (2.44), submission of performance report of all the 
directors to SEBI (4.00), compulsory whistle blower policy (4.03), appointment of lead independent 
director (4.36), remuneration of managing director to be linked with company’s performance (5.29) 
and exclusion of nominee directors from the category of independent directors (5.79).

Table 6: Composition and Structure of the Board

% of Respondents

On the Basis of Composition

a) More than ½ of the board should be of independent directors 73.5

b) More than 2/3rd of the board should comprise of Non-executive 
directors

19.1

c) More than ½ of the board should comprise of executive directors 7.4

On the basis of Structure

a) Duality 32.4

b) Independent Board Structure 67.6

     Source: Compiled from questionnaire data 

So far as composition of the board is concerned,  Table 6 reveals that 73.5% of the respondents 
are of the view that more than ½ of the board should comprise of independent directors. 19.1% of 
the respondents are in favour of appointing non- executive directors and their strength should be 
atleast 2/3rd of the board size. Moreover, 7.4% of the respondents are of view that more than ½ 
of the board should comprise of executive directors. 32.4% of the respondents are of view that the 
company can make the governance system more effective by combining the position of chairman 
and managing director i.e. duality. On the other hand, 67.6% of the respondents are in favour of 
independent board structure. So, it emerges from the above analysis that the sample respondents 
prefer more no. of independent directors on the company board. Moreover, majority of the 
respondents are of the view that independent directors should act as chairman of the board as it 
will ensure better corporate governance system of the company.
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Table 7: Factor Analytical Results of Effective Corporate Governance System

Statements Loadings Total % of 
Variance 

Explained

F1: Corporate Governance Initiatives

Formation of Investment or Finance Committee .816

Formation of Corporate Governance Committee .751

Separating the family interests from business interests .740

Corporate governance ratings by rating agencies .728

Active participation of shareholders in Annual General Meeting .725

Risk Management Committee .705

Timely Disclosures to shareholders .530

Active participation of Independent Directors in board meetings .496

29.137

F2: Independent Board Structure

Independent directors on the  board ensures better governance .761

Independent directors should act as chairman of the board .682

Appointment of lead independent director .558

17.809

F3: Role of Independent Directors and SEBI

Independent directors should be free to engage professionals in 
order to explain them company’s accounts

.80

Imposition of penalties by SEBI on independent directors for not 
attending  board meetings

.653

Independent directors responsibilities towards the shareholders .611

Reporting by independent directors to SEBI against the management 
for not paying adequate attention to the views expressed on critical 
issues

.552

14.301

Kaiser Meiyer Olkin Measure (KMO) of Sampling adequacy .789

Bartlett’s Test:

Chi Square 620.092

Significance Level .000
 

    Source: Compiled from questionnaire data

Factor Analytical Results
In order to achieve the third objective regarding the identification of factors affecting quality 

of corporate governance, factor analysis technique has been applied. To check the reliability 
of the data, a Cronbach’s Alpha test has been applied. The scale is refined with final Cronbach 
Alpha value of 0.86. A chi- square value of approximately 620.092 has been obtained at 100% 
significance level. To measure the sample adequacy, Kaiser Meiyer Olkin (KMO) has been applied. 
In the results, the value of KMO stands at 0.789 which favours the sample adequacy. Table 7 
reveals the factor analytical results with item loadings and cumulative percentage of variance of 
all the factors. Factor 1 named as Corporate Governance Initiatives consisted of eight items and 
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explains 29.137% of variation. It reflects formation of Investment and finance committee, corporate 
governance committee, separating the family interests from business, corporate governance 
ratings, risk management committee, active participation of all the shareholders in AGM and so 
on. This factor has been recognized as the most important by the respondents as it denotes the 
highest percentage of variation in the data. It emerges from this factor that certain corporate 
governance initiatives by the corporate in the form of committees, improved disclosures, ratings 
and increased participation of shareholders and directors can improve its image or reputation in 
the minds of the stakeholders.

 Factor 2 explains the 17.809% of variation in the data and it shows that presence of 
independent directors on company board ensures better governance. Due to separation of 
ownership and control, independent directors are viewed as trustees as they don’t have any 
pecuniary relationship with the company other than getting board meeting sitting fees. Moreover, 
an appointment of lead independent director has also been viewed as the important indicator of 
corporate governance. Hence, this factor has been labeled as “Independent Board Structure”.

 Similarly, Factor 3 contributes 14.301% of the variation in the data. It reflects role of 
independent directors and SEBI. This factor explains those statements which are focusing on 
the role of independent directors like reporting directly to SEBI in case the management doesn’t 
pay attention to their views on critical issues, engagement of professionals on the board and 
imposition of penalties by SEBI on independent directors for not attending all the board meetings.

 It emerges from the above factor analytical results that in order to improve the corporate 
governance system, the company has to take certain initiatives as well as to improve the quality 
of the board by engaging more no. of independent directors. Moreover, certain regulatory bodies 
of India like SEBI should actively take interest in the functioning of the board and penalize those 
independent directors who are not participating actively in the board meetings of the company.

Conclusion
So, it emerges from the present survey that awareness and understanding level of respondents 

regarding the existing provisions of clause 49 of the listing agreement is still minimal as the 
respondents are not very much concerned with this qualitative part of the annual report. The 
majority of the respondents focus on the financials of the company in order to have monetary 
gains. The study also reveals the preference of the independent board structure as the independent 
directors are backbone of effective corporate governance system. Certain corporate governance 
initiatives like formation of corporate governance committee, corporate governance ratings by 
rating agencies, risk management committee and active participation of independent directors 
in companies meetings will surely be helpful in raising the corporate governance standards. 
Moreover, inclusion of some more items in mandatory part of clause 49 of the listing agreement 
such as formation of corporate governance committee, appointment of lead independent director, 
whistle blower policy, etc. are also at rising demand from stakeholders.  The findings of the 
study can be beneficial for regulatory agencies like SEBI and Department of Company Affairs for 
reframing the clause as there is increasing demand from stakeholders for including more items 
in the mandatory part of clause 49 for raising the corporate governance standards prevailing in 
our country.  However, the companies should also focus more on independent board structure 
rather than duality as the respondents view independent board structure as an important 
indicator of good governance. The findings of the present study are based on a survey conducted 
on stakeholders in totality. Hence, results may differ while judging the perceptions of managers, 
directors and some other senior managerial personnel of the company. The respondents may 
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be biased about the furnishing of relevant information. There is further scope for judging the 
awareness and understanding level of investors regarding clause 49 and further assessing the 
impact of corporate governance disclosure on their investment decisions. Moreover, category wise 
comparison of respondents regarding awareness and understanding of clause 49 can be possible 
by extending the sample size.

References
Bakshi, R., & Shuvro. (2004). Role of Corporate Governance to Attract Investors. Synergy: ITS Journal of IT and 

Management, 2(2), 26–34.

Bhasa, M. P. (2004). Corporate Governance From Managing Agency System to Naresh Chandra Committee Report on 
Corporate Governance.

Birla, K. M. (2000). Report on Corporate Governance. Retrieved from http://www.sebi.gov.in

Dwivedi, N., & Jain, A. K. (2005). Corporate Governance and Performance of Indian Firms: The Effect of 
Board Size and Ownership. Journal of Employee Responsibilities and Rights, 17(3), 161–172.

Gunasingh, D. S. (2003). Requirement of a Separate Body in India for Regulating Corporate Governance. Retrieved 
from http//www.icfai.org

Gupta, A., Nair, A. P., & Gogula, R. (2003). Corporate Governance Reporting by Indian Companies: A Content 
Analysis Study. Retrieved from http://www.icfai.org

Gupta, K. C. (2006). A Comparative Study of Corporate Governance Practices in Selected Companies of 
Automobile Industry in Haryana and Punjab. Journal of Business Studies, 1(2), 58–71.

Hair, J. F., Anderson, R. E., Tatham, R. L., & Black, W. C. (2005). Multivariate Data Analysis. New Delhi: 
Pearson Education Pvt. Ltd.

ICSI. (2011). Corporate Governance: Beyond Letters. New Delhi: Taxman Publications Pvt. Ltd.

Kant, K. (2002). Corporate Disclosure, Quality of Governance and Shareholder Value: A Study of Selected Companies 
in India. (Ph.D Dissertation, Punjab University).

Kumar, T. N., & Satheesh. (2006). Indian Family Managed Companies: The Corporate Governance 
Conundrum. The ICFAI Journal of Corporate Governance, 5(2), 20–40.

Lal, & Bhure. (2004). Corporate Governance. Synergy. ITS Journal of IT & Management, 2(2), 20–25.

Mayur, Manas, & Saravanan, P. (2006). Does Board Size Really Matter? An Empirical Investigation on the 
Indian Banking Sector. The ICFAI Journal of Corporate Governance, V(2), 41–51.

Mohanty, P. (2002). Institutional Investors and Corporate Governance in India (Paper No.15). SSRN.

Phani, B. V., Reddy, V. N., Ramachandran, N. and Bhattacharya, Asish, K. (2005). Insider Ownership, Corporate 
Governance and Corporate Performance. SSRN.

Prasanna, P. K. (2005). Corporate Governance- Independent Directors and Financial Performance: An 
Empirical Analysis. Paper Presented at Ninth Capital Market Conference at Indian Institute of Capital Markets 
as on Dec. 19-20, 2005, Navi Mumbai, India.

Srinivasan, P., and Srinivasan, V.  (2011). Status of Corporate Governance Research in India: An Exploratory 
Study. IIM (W/P No. 334) Bangalore SSRN https://doi.org/10.2139/ssrn.2121141

Singh, Fulbag and Sharma, Reema (2006). Corporate Governance: The Concept and Its Models. Punjab Journal 
of Business Studies, 1(2), 6-97.



13Amity Journal of Corporate Governance

Volume 2  Issue 2   2017 AJCG

ADMAA

Subramanian, S. (2006). Management Control and Differences Disclosure Levels: The Indian Scenario. The 
ICFAI Journal of Corporate Governance, V(1), 16-33

Annexure
Questionnaire

Awareness and Understanding of Corporate Governance Norms in India

Dear Respondent, 

This survey is being conducted to know your perceptions regarding corporate governance 
based on the provisions of clause 49 of the listing agreement. The clause 49 of the listing agreement 
deals with the corporate governance norms like board structure and its composition, board 
meetings, formation of sub committees of board (audit committee, investors grievance committee 
and remuneration committee), disclosures, means of communication and general shareholders 
information. I request you to spare some of your precious time to fill this questionnaire. The 
suggestions given by you to improve this questionnaire will be highly appreciated.

Section I
1. Have you ever read the annual report of the company?

 Yes   No  

 In case of no, then please refer to question no. 3.

2. If yes, then rate the following sections of the annual report of the company according to the 
relevance (Please give ranks i.e. 1, 2, 3, etc.) 

 (Where 1 is most important ………… 7 is least important)

a) Directors Reports   

b) Chairman’s Speech    

c) Profit or loss A/C & Balance Sheet  

d) Notes to Accounts    

e) Financial Highlights    

f) Management Discussion & Analysis Report   

g) Corporate Governance Section   

3. Are you aware of clause 49 of the listing agreement as prescribed by SEBI?

 Yes    No 

 If no, then refer question no.11

4. If yes, have you ever gone through the provisions of clause 49 of the listing agreement? 

 Yes   No 

5. As per your opinion what dimensions of clause 49 of the listing agreement are considered to 
be more important?  (Please give ranks i.e. 1, 2, 3, etc.) 

 (Where 1 is the most important ………… 6 is the least important)
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a) Board of Directors (composition, structure, no. of meetings, etc.) 

b) Audit Committee (composition, structure, meetings, etc.) 

c) Formation of Remuneration Committee  

d) Formation of Investors’ Grievance Committee  

e) General Body Meetings (Time, location and place)  

f) General Shareholders Information   

6) In your views, what additional provisions should be introduced by SEBI mandatory in clause 
49 of the listing agreement in order to improve the corporate governance standards prevailing 
in the country?

 (Rank your preference where 1 is for the most important and 7 for the least important)

a) Formation of Corporate Governance Committee   

b) Compulsory Corporate Governance Ratings by any one of the ratings agencies like CRISIL, 
ICRA, etc.    

c) Appointment of lead independent director on the board 

d) Submission of performance evaluation reports of all the directors of the company to SEBI 
at regular intervals    

e) Making whistle blower policy compulsory  

f) Nominee directors should not be considered as independent directors. 

g) Remuneration of Managing Director should be directly linked with company’s 
performance.    

7) What composition at board level do you think will be appropriate for effective corporate 
governance?

(Tick the relevant)

a) More than ½ of the board should be of Independent directors 

b) More than 2/3 of the board size should comprise of non-executive directors 

c) More than 1/2  of the board should comprise of executive directors 

8) In your opinion, the corporate governance system can be effective (Tick the relevant)

a) By combining the position of chairman and managing director (duality) 

b) Independent board structure (by separating the position of chairman and managing 
director)    

Section II
9) Please indicate your level of agreement or disagreement with respect to the following 

statements on  five point  scale ranging from strongly agree to strongly disagree (S.A. Strongly 
Agree, A-Agree, N-Neutral, D-Disagree, SD-Strongly Agree)

    SA A N D SD

a) Presence of independent directors on the company’s board 

  ensures better corporate governance        

b) Independent directors are responsible to shareholders for the 

  affairs of a company in the same manner as other directors.      
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c) Lead Independent director should be appointed in the board 
  to act as spokesman       

d) Active participation of independent directors in board 
  meetings ensures greater  degree of accountability  and 
  transparency in operations       

e) Independent directors should report directly to SEBI in 
  case the mangement do not pay adequate attention to their 
  views expressed on certain  crucial issues       

f) Independent directors should be free to engage the professionals

  in order to explain them the company’s accounts or records.     

g) Penalties should be imposed by SEBI on independent directors 

  for not attending the board meetings regularly.      

10) To what extent you agree or disagree with the following statements based on factors affecting 
quality of corporate governance?

    SA A N D SD

a) Independent director should act as chairman of the board       

b) Sound system of risk management through risk management 

  committee     

c) Active participation of independent directors or nominee 

  directors in major strategic decisions       

d) Formation of Investment/ finance committee     

e) Formation of corporate governance committee     

f) Extent of timely disclosure made by the company to the  

  shareholders regarding its financial position        

g) Active participation of shareholders in general meetings 

  (shareholders activism)     

h) In case of family owned companies, keeping of family 

  interests away from business interests     

i) Corporate governance ratings by rating agencies like 

  CRISIL, ICRA, S&P, etc     

11) Respondents Profile 

Name (optional) : ______________________

Gender : Male  Female  

Qualification (Please Tick)

a) Chartered Accountant  b) Company Secretary  

c) Academic Faculty  d) Management Student  

e) Researcher   f) Others     
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Age       

Less than 30 years   30-40 years  

40-50 years  More than 50 years   
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