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1. Introduction

CADBURY Committee, 1932
defined Corporate

Governance as a system through
which firms are directed and they
are controlled with a motive to
maintain economic and social
balance. The OECD principles of
CG defined “Corporate
Governance as a set of relationships
between a company’s
management, shareholders, board
members and the stakeholders”.
Researchers as widely debated
over the relationship between CG
with firm performance. Evidence
from various empirical studies in
literature suggests that there is a
significant relation between the
both CG and firm performance.
Gompers et al. 2003 analyzed that

good corporate governance is
associated with higher firm
valuation which is measured by
Tobin’s Q. Brown and Caylor
(2009) came with a conclusion that
better-governed firms of US have
higher ROE and higher ROA along
with higher Tobin’s Q. Whereas,
Klein et al. 2005 identifies no
evidence which suggests that better
corporate governance enhances
firm performance. There are huge
studies which are successful in
exploring the relation between
Corporate Governance and firm
performance. The previous
literature has concluded mixed
results where some suggest a
positive correlation between CG
and firm performance (Klapper &
Love, 2004; Gompers, Ishii, and
Metrick) while others finds no
association between corporate
governance and firm performance
(Hermalin & Weisbach, 1991; Klein,

This paper is an attempt to provide an insight into the theoretical foundation of various
corporate governance theories and different theories came out with different findings and
researchers have empirically analyzed this relationship. Researchers have conducted
empirical studies with different interfaces of corporate governance that leads to better firm
performance and simultaneously considered these theories. Majority of research has
focused on the relationship between shareholders, management and directors with firm
performance. The findings were mixed while analysing this relationship of shareholders,
management and directors with firm performance. With this enough evidence is available
where it confirms a significant relationship between corporate governance and firm
performance. In this paper a review on corporate governance theory is conducted and
based on these theories how researchers have conducted their research so far. In lieu of
this, the study has extracted the prospective area with scope of study and provide path
towards a future research. This review will be useful to academicians and researchers
working in the area of CG, Firm performance.
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Shapiro, and Young 2005).
However, many scholars have
focused on different dimensions or
attributes of corporate governance
such as board size (Guest et al. 2019,
zhao et al. 2018, Hoorn and Hoorn
et al. 2011), CEO duality (Gleason
et al. 2011,Liu et al. 2013, Gillan
et al. 2006), number of independent
directors (Zhang et al 2018), etc.
and their influence on firm
performance. CG is correlated with
the firm performance in various
theoretical and empirical studies
(Claessens and Yurtoglu, 2013).

2. Corporate Governance:
Theoretical Foundation
There are various theories of

corporate governance which
explains the different models
studied by the researchers with its
theoretical foundation. The
theoretical frameworks include
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agency theory, finance theory,
behavioural agency theory,
stewardship theory, stakeholder
theory, trusteeship theory,
participating and strategic
leadership theory. Each theory is
discussed and Table 1 summarises
these theories along with their
findings.

Agency Theory

Agency theory is a funda-
mental corporate governance
theory and one of the major
components of economic theory
since Spence (1971), Demsetz
(1972), Jensen and Meckling (1976)
published their formative work. It
provided a theoretical base for the
academic researchers to continue
their study with different aspects
e.g, executive compensation,
shareholders’ return which leads to
agency problem. Agency theory
examines the relationship between
the agents (General Management)
and principals (Shareholders) in
the business. In an agency
relationship the agent acts and
takes decisions on behalf of
the principal. This theory
revolves around the agent and
principal relationship where
various issues may surface due to
their different risk and business
perspectives. In other words,
agency theory deals with how the
shareholder is able to prevent the
general management from
maximizing their own interests
based on the agency theory
different researchers. In finance,
the relationship between 
shareholders and executives of
a firm is most controversial as
the top management is elected to
act in the interest of the
shareholders.

Behavioural Agency Theory

“Behavioural agency theory
argues that maximizing agent
performance should be a key
objective of the principal-agent
relationship and that the
importance of the agent’s work
motivation, including intrinsic
motivation, should not be
underestimated. It challenges the
idea that intrinsic and extrinsic
motivation are either independent
or additive, arguing instead that
contingent monetary rewards
might actually cause a reduction in
intrinsic motivation” (Deci & Ryan,
1985). Wisemen, Gomez-Mejia
(1998) argued that behavioural
agency theory assumes that higher
ranking management are primarily
loss averse and then they are risk
averse.

Wisemen and Gomez Mejia
(1998) attempted to re-examine the
effect of different internal CG
mechanisms on the risk bearing
and risk-taking decisions of the
firm’s management. While
studying they came with different
findings that decision-makers’
preference for risk is influenced by
the framing of problems as whether
it would result into loss or gain. In
other words, if problems are
positively framed then it increases
risk bearing which in turn has a
negative effect on the risk-taking
decisions and vice versa. Wisemen
and Gomez Mejia also pointed out
that reliance on accounting-based
performance measures increases
the probability of gains and
reliance on market-based
performance measures increases
the probability of losses. Talking of
performance further, if the
subjective behavioural criteria is
used for performance evaluations

then it increases the agent risk
bearing which subsequently
reduces the agent’s risk taking
(Biswas et al. 2008).

Finance Theory

Demirag, Clark and Bline
(1998) through their research made
attempt to identify the appropriate
financial system and CG structure
that would encourage the long-
term investment decisions. Shleifer
and Vishny (1997) dealt with the
problem of availing funds that
must be provided as a return to the
investors on time so that
continuous supply of investment
can be ensured.

Stewardship Theory

Stewardship theory which has
its roots in psychology and
sociology has been introduced as a
means to examine the situations in
which stewards are motivated to
act in the best interests of their
principals that is this theory defines
the relationships based upon other
behavioural premises (Donaldson
& Davis, 1989, 1991). Stewardship
theory is successful in defining the
situations in which managers are
not motivated by any individual
goals, but rather are stewards
whose motives are aligned with the
objectives of their principals.
Earlier researchers have compared
agency and stewardship theories
(e.g., Donaldson & Davis, 1989,
1991, 1994; Fox & Hamilton, 1994),
but failed to examine the
psychological and situational
underpinnings of stewardship
theory. Stewardship theory focuses
primarily on the upper level
management and attempts to
explain the psychological and
situational factors that elaborates
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TABLE 1

SUMMARY OF THEORETICAL FOUNDATION OF CORPORATE GOVERNANCE THEORIES

Model Research Findings

Agency Theory Jensen and “Theory of the Firm: Managerial Establishing “Nexus” of optimal contracts
Meckling (1976) Behaviour, Agency Costs and (also known as internal rules of game) which

Ownership Structure” includes both implicit and explicit between
the owners and management of the firm.

Fama and Jensen “Separation of Ownership and These contracts would identify the right
(1983) Control” agents in the firm, the criteria of their

performance evaluation and the resulting
Eisenhardt “Agency theory: An assessment payoff that’ll be given.
and review

Behavioural Wisemen and “A Behavioural Agency Model of Framing of problems as profit yielding or
Agency Theory Gomez Meija Managerial Risk Taking” results in losses - this framing effects the

(1998) decision of risk takers. If the problems are
positively framed, then it increases the risk
bearing which inturn effects the risk taking
negatively.

Finance Theory Shlefier and “A Survey of Corporate This finance theory of corporate governance
Vishny (1997) Governance” attempts to ensure the supply of funds to

shareholders for their investment with
significant legal protection of their rights and
ownership in the firm through large share
holdings, other financing sources ensuring
for returns.

Demirag, clark and “Financial Markets, Corporate Demirag indicated that the US’s financial
Bline (1998) Governance and Management managers were able to reduce their

of R&D” perception of short-term pressures on the
capital markets which was possible through

Demirag (1995) “Assessing Short-term improved communication channels. They are
Perceptions of Group Finance now considering the long-term performance
Directors of UK Companies” measures in determining their R&D

investments.

Stewardship Davis, Schoorman “Towards a Stewardship Theory Managers serves the firm to the best of their
Theory and Donaldson of Management” capacity rather than considering their

(1997) personal goals when: Firstly, their goals are
based on growth, achievements and self-
actualization. Secondly, their commitment is
to serve the organization, Thirdly, their
philosophy is based on involvement and trust
in a culture on collectivism and low power
distance (Biswas et al. 2008).
It contingent on the psychological motivations
and perceptions whether the managers want
to act as stewards or agents, whether the
principal wants to act as agency or steward-
ship relationship.

Keasy and “Corporate Governance: They highlighted certain issues like the lack
Wright (1997) Responsibilities Risks and of funds to be allocated to investors as

Renumeration” returns, controlling manager’s behaviour,
need for corporate restructuring that assures
the new combination of resource utilization
and involving innovation.
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Model Research Findings

Stakeholder Freeman (1984) “Book Strategic Management: Managers have huge network of relationships
Theory A Stakeholder Approach” to serve, amongst which serving the

shareholders, company partners are more
important than serving the owners of the firm.

Donaldson and “The Stakeholder Theory of Managers are responsible to take certain
Preston (1995) the Corporation: Concepts, actions to maintain and maximize the interest

Evidence and Implications” of stakeholders. A proper stockholder
management is recommended.

Political Theory Pound (1992) “Beyond Takeovers: Politics Suggested that investors must use various
Comes to Corporate Control” mechanism like shareholder committee,

director nominating committees and other
campaigns so that friendly and informal
pressure can be created on the management
for the interest of shareholders.

Schwab and “Realigning Corporate Labour unions are one of the most
Thomas (1998) Governance: Shareholder aggressive investors who were capable of

Activism by Labour Unions” using their ownership position in restructuring
CG reforms as well with a motive to gain more
accountable management and receive
maximum profits.

the manager-principal interest
alignment.For this, Donaldson and
Davis provided a framework for
agency and stewardship theories
through which the interaction of
personal characteristics of the
manager and the characteristics of
the situation are discussed.

Stakeholder’s Theory

Stakeholder theory has its
roots in the management discipline
since 1970 and gradually it was
developed by Freeman (1984) who
highlighted the “corporate
accountability to a broad range of
stakeholders”. Stakeholder theory
can be explained as “any group or
individual who can affect or is
affected by the achievement of the
organization’s objectives”.
Stakeholder researchers suggests
that managers in firm have a huge
network to serve which comprises
of the suppliers, employees and
others which may be the company

partners. And it was argued that
this group is more important to be
best served in comparison to
owners of the firm, managers or
employees of the firm relation as
in agency theory (Freeman, 1999).
Whilst, Donaldson and Preston
(1995) stated that these groups
participate in a business for their
own benefits irrespective of any
relationship in the firm to serve.
Freeman (1984) contends that “the
network of relationships in the firm
with various groups can affect
decision making processes as
stakeholder theory is concerned
with the nature of these
relationships in terms of both
processes and outcomes for the
firm and its stakeholders”.
Donaldson & Preston (1995)
asserted that this theory basically
focuses on managerial decision
making and in the interests of
stakeholders bearing some intrinsic
value, and no other sets of interests
is assumed to dominate the others.

Political Theory

 Political theory developed the
voting support from shareholders,
rather by purchasing voting power.
Having a political influence in CG
may be successful in directing the
corporate governance mechanism
within the firm. “Public interest is
much reserved as the government
participates in corporate decision-
making, taking into consideration
cultural challenges” (Pound, 1993).
The political model promoted the
allocation of corporate power,
profits and other privileges that
were determined through the
governments’ favour. “The
political model of corporate
governance can have an immense
influence on governance
developments. Over the last
decades, the government of a
country has been seen to have a
strong political influence on firms.
As a result, there is an entrance of
politics into the governance
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structure or firms’ mechanism”
(Hawley and Williams, 1996).

3. Interfaces of Corporate
Governance
Based on the theories of CG,

the association between a good
corporate governance and firm
performance has motivated
researchers to investigate into the
effect of CG on M&A firm
performance in varied areas.
Figure 1 give a different category
of the research considered taking
different phases of CG along with
firm performance.

3.1 Impact of Corporate
Governance on Firm
Performance

When the CG of a firm is weak
and has inefficient management
then such firms ultimately prone to
takeovers by any other strong
entity having better management

practices and bears the ability to
fetch the benefits of returns as a
combined entity. This raises an
important question that how CG
practices of the acquirer firm affects
the performance outcomes of the
acquisition decisions. Much of the
literature demonstrates the positive
relation between the CG and Firm
performance variables (Bebchuk et
al. 2009; Gompers et al. 2003). Some
researchers have argued that M&A
deals are the best platform to test the
CG values over time (Rani et al. 2013).

Rani et al. (2013) have
demonstrated the impact of CG
score on the abnormal returns of
M&A by investigating how
differences in the quality of firm
level CG influences the short-term
performance of the M&A by
creating CGI (corporate
governance index) on primary
collected data and further analyzed
that the companies with the higher

rank of CGI have better short-term
performance reflecting higher
abnormal returns.

Whereas, Liu et al. (2013)
investigated the short-term and
long-term impact of M&A over the
performance of CG for 36 Chinese
companies for the period 2008-2009
and found that CEO duality
affected long-term firm per-
formance significantly. However,
institutional investors were
positively affected by the M&A
deals.

Ismail et al. (2014)
demonstrated that worse the
governance characteristics of the
target firms, the more efficiency of
it will be improved on acquisitions
and more the synergy benefits can
be achieved. This paper
investigated the CG from a
different prospective by
investigating the firm CG
characteristics on takeover returns
using the industry adjusted CG.
Talking about CG characteristics,
Gillan et al. (2006) mentioned that
industry characteristics partially
explains the differences in the
governance quality of a firm. Ismail
et al. (2014) tried to measure the
industry adjusted G index1 and its
importance on 367 US M&A deals
completed between 1990-2003.
However, Ismail came out with a
conclusion that firm specific CG
partially explains the returns of a
merger as industry specific CG is
responsible to determines the
returns and quality of CG.

Board independence is also
taken as one of the important
variables however, (Breno, 2015)
argued over the prediction that
“board independence decreases
the firm valuation and henceforth

FIGURE 1
THE INTERFACE OF CG WITH FIRM PERFORMANCE

CG and Firm Performance in Cross Border

M&A Gains and Corporate Governance

CG and firm performance
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effects negatively to the
shareholder’s interest”. He came
out with a different perspective
and identified different company
specific needs which might have
both costs and benefits to the firm
while involving in a M&A deals.
Different researches have used
different variables of CG and firm
performance of M&A participating
firms.

Xin et al. (2018) studied the
impact of CG on A-share listed M&A
companies in China and studied
whether capital liquidity can be
mediating variable to affect CG and
M&A performance. They analyzed
both short-term and long-term
performance of the M&A deals and
concluded that size of the directors,
management shareholdings and the
ratio of institutional shareholding
influences the corporate M&A
performance through capital
liquidity. Therefore, capital mobility
does play a mediating role between
corporate governance and M&A
performance.

3.2 M&A Gains and Corporate
Governance

M&A deals supports the firms
to develop their synergies and
accelerates the business
transformation. Synergy gains can
be defined as the gains of combined
value and performance of two
merged firms which must be
greater than the sum of the gains
of these firms as a separate entity.

Fu et al. (2016) obtained that
acquirer announcement returns are
greater for those deals which
avoids the shareholders’ approval.
They also suggest that managers
structure deal financing to avoid
shareholder approval when there

is greater asymmetry information
between the managers and the
shareholders about the metrics of
the acquisitions, as well as to
reduce the duration and
transaction costs associated with
the negotiating deal.

Cortes et al. (2017) found that
industrial production and better
CG standards in the acquirer’s
country promote cross border
M&A activity. However, it is also
found that higher level of capital
and technological productivity
decreases cross border M&A
activity.

Duan et al. (2018) analyzed the
M&A deals motivated by financial
constraints in which they measured
the synergy gains as the cumulative
abnormal return of a value
weighted portfolio of the acquirer
and the target around the
announcement. Further, they
found that financial constraint
difference is positively significant
for high growth targets and
severely constrained targets.

3.3 CG and Firm Performance in
Cross Border M&A Deals

Observations by researchers
studies that CG practices are more
efficient in developed economies as
compared to emerging economies.
Therefore, this motivates the
acquirer firms to opt the target firm
from an economy where CG
practices are poorly governed. This
practice helps the target firms to
improve their CG practices and
assures the protection of their
shareholders (Rossi and Volpin,
2004).

Black et al. 2013 examined the
domestic and foreign acquisition
performance. As per this study,

foreign acquisitions are not
positively related to the abnormal
returns in the short run - which is
found to be true even in the case of
domestic acquisitions however,
foreign acquisitions realize
significantly high long-term gains
especially when the acquiring firms
is also large in size.

Tao et al. 2017 investigated the
short-term market performance of
the cross-border M&A
participating Chinese firms with
their institutional characteristics.
Even the announcement of Chinese
cross-border M&A deals affects the
stock market positively.

Zhao et al. 2018 studied the
Chinese ecological firms M&A
deals with the European ecological
firms for the period 2012-2018 and
demonstrated the partial
correlation between the CG
variables (Manager holdings,
Unaffiliated shareholders, Size of
board of directors) and financial
structure variables (debt asset ratio,
fixed asset ratio, profitability)
whereas high correlation was
noted between the financial
structure variables and M&A
premium , and CG variables and
M&A premium2.

3.4 Board Characteristics and
Firm Performance

 Corporate governance/
board’s characteristics impact the
firm’s performance significantly.
The size of the board, CEO duality,
busy director’s position, friendly
boards, dominance of some other
party, ownership structure,
number of independent directors
are some of the characteristics of
CG which impacts the long-term
and short-firm performance.
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Hoorn and Hoorn (2011)
studied the impact of different CG
variables that is board size, board
ownership, board composition,
CEO duality on firm performance
especially after the merger’s
announcements. Studies proved
that these specific CG variables
have significant impact on the
merged entity’s performance to
generalize its synergy gains.

Yen et al. (2010) analyzed that
firm’s internal CG mechanism
(CEO position and block holders)
is less important to explain the
short-term performance of M&A
participating firms however, it is
much more important to explain
and analyze the long-term
performance of the M&A firm.

Similarly, Afza et al. (2012)
considered board size, CEO
duality, board independence, other
party dominance and presence of
independent block holder in the
firm as CG variables and analyzed
their impact on the operating
performance of the M&A
participating firms. In lieu of Afza
(2012) research, Liu et al. (2013) also
considered ownership structure
and presence of institutional
investors and analyzed their
impact on the firm performance of
the M&A participating firms.
However, with the research
conducted by many researchers it’s
been found that board size nega-
tively effects the firm performance,
short-term perfor-mance (Rani et al.
2013), long-term performance
(Maxim et al. 2016). Larger the size
of the board means more would be
the opinions and larger the time
would be taken to take a decision.
Liu et al. (2013) analyzed positive
impact of institutional investors on
the firm performance.

CEO equity positively impacts
the short-term firm performance as
larger the share of equity holds by
the CEO; less divergent his interest
would be from the shareholders.
Such situation proves to be a
perfect solution for agency
problem as managers would be the
shareholders of the firm (Rani et al.
2013).

Schmidt (2015) empirically
analyzed mix impact of friendly
board on the US M&A firm
performance for 2000-2011.
Schmidt considered different CG
variable which were more social
specific i.e. social ties of the CEO,
CEO age, CEO’s qualification and
found varied costs and benefits of
the friendly board varies as per the
specific needs of the firm.

A director’s role of advising
and monitoring the board requires
devoting substantial time and great
efforts to deliver strong decisions.
Hauser (2018) studied the impact
of appointment of CEO in multiple
boards (busy directors) on the US
M&A participating firms. Busy
directors or the appointment of the
CEO in multiple boards negatively
impact both short-term and long-
term performance of the firm.

3.5 Shareholder’s Wealth in CG
and Firm Performance

A perfect merged market is the
one where CG practices favours
shareholders as well. The aim of
CG is to resolve the conflict
between the managers and the
shareholders of the firms. During
M&A shareholders confront with
the agency problem. Maas et al.
(2019) demonstrated the principal
agency problem and principal –
principal problem due to which

shareholder’s interest are
threatened by M&A deals. Maas
et al. (2019) considered the M&A
deals of 73 countries for the period
1970-2007 and concluded that anti
director rights (ADR3) negatively
effects the M&A deals.

Goranova et al. 2018
investigated the Board of Directors
and shareholders monitoring
effects on the M&A deals’
performance and concluded that it
is a mix result as monitoring is
associated with both lower gains
and lower profits.

Ahiabor et al. (2018) focussed
on the principal agent problem that
arises from the difference in the
ownership and control of the
corporation. Ahiabor examined the
cross-border deals of US firms and
concluded a significant effect of
shareholders’ laws on the stock
market development and on the
convergence of shareholder
protection laws through cross
border M&A deals.

3.6 Ownership Structure and
Firm Performance

Zhou et al. 2012 demonstrated
the role of state ownership in M&A
by analyzing the short- and long-
term performance of state-owned
enterprises (SOE) as acquirers
relative to privately owned
enterprises (POE) for the period
1994-2008. Zhou et al. 2012
favoured the SOE over the POE in
terms of long run stock
performance and operating
performance. State ownership of
Chinese M&A gains from the
government interventions.

Whereas, Boateng et al. 2016
highlighted the efficiency of POEs
over SOEs for the Chinese M&A
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deals. Boateng et al.  2016
investigated the operating
performance of 340 Chinese M&A
deals for the period 2004-2011 by
considering five CG variables
(CEO duality, independent
directors, managerial ownership,
relatedness, related party
transactions) and board monitoring
mechanism. On investigating the
relation between different CG
variables and operating
performance (OP) of the acquiring
firms, a positive relation is
analyzed between independent
directors, managerial share-
holdings, ownership concen-
tration and OP of the acquiring
firm. However, related party
transaction impacted ROA
negatively.

However, Tao et al. 2017
indicated different as compared
what is analyzed by Zhou and
Boateng.  Tao et al.  2017
demonstrated the negative relation
of SOE ownership structure and
level of political risk with the short-
term market performance of
Chinese acquiring firms. The
Chinese shareholders earn lower
abnormal profits in case of SOE and
higher in case of POE especially
when the M&A deals are cross
bordered.

Bittinazzi et al.  2018
investigated the ownership
similarity of the acquiring and the
target firm. His paper pointed out
highly positive relation of the
ownership similarity with the firm
performance as such cases bears
less probability to confront with the
CG problem. Similar partners can
better understand the needs of the
combined entity and can combine
their resources in a more efficient
way.

3.7 Other Explored Areas with
CG and M&A Performance

Cihan et al. (2017)
demonstrated the media coverage
effect on the investor’s response
towards the M&A announcements.
The volume of negative news
articles is positively associated
with the acquirer’s minimum 3-day
cumulative abnormal returns
around the merger announcement
and negatively associated with the
investor’s response.

Yang et al. (2019) considered
288 M&A deals in the US economy
and explored a positive
relationship of media which acted
as an information intermediary for
the US capital market and predicts
value creation of these M&A deals.

Borochin et al. (2018)
investigated 797 proposed
domestic mergers covered by
media in China. They
demonstrated the effect of media
coverage on the proposed M&A
deals and came out with a
conclusion that media coverage
positively effects those M&A deals
which are consistent with
government objectives and for
those firms which are locally
powerful. In developing
economies, domestic media can be
considered as another alternate
channel for corporate governance.

Gao et al. (2019) investigated
the relationship between the
political connections and M&A
performance and further analyzed
that how this relationship is
affected by the family ownership
for the M&A firms for the period
(2006-2017) listed with Shanghai
and Shanghai Stock Exchange.
They found that political
connections reduce the M&A

performance of non-family firms
and the political connections is
positively connected with the
family ownership firms. Table 2
sumarizes the evidence from
literature on the research
conducted to analyze the relation
between corporate governance and
firm performance.

4. Changing Dynamics of
Corporate Governance
in India
The theoretical extension of

research related to corporate
governance come from the well-
known thesis of Berle and Means
in 1932, ‘‘The Modern Corporation
and Private Property”. Corporate
governance found its place in India
during 90’s as a measure which
was voluntarily adopted by the
Indian companies. In April 1998,
Confederation of Indian Industry
(CII) formed a set of non-
mandatory code of corporate
governance named as “Desirable
Corporate Governance: A Code”
which were meant primarily for the
listed companies and was
completely on voluntary basis. This
measure was inspired from the
Anglo-Saxon model and was
formed with an aim to bring out the
self-conviction among the
companies that shareholder’s
interest must be assured which is
possible with good CG practices.
Later, in 1999 Kumara Mangalam
Committee was set by the efforts
of SEBI with an aim to recommend
and promote the standards of
corporate governance. The
committee aimed to emphasize the
composition of audit committees
board, board’s independence, and
the role of CG in protecting the
interest of the investors. SEBI
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TABLE 2

SUMMARIZES THE RESEARCH PAPERS STUDYING THE RELATION BETWEEN
CG AND FIRM PERFORMANCE

Authors CG Aspect M&A Aspect/Firm Country Period Sample
performance aspect studied Size

RaniN et al. Independence, transparency, Firm’s short-term India 2003-2008 155
(2013) Fairness,  Corporate social performance

responsibility,  Corporate
governance initiatives and
recognition

Fang et al. Corporate social responsibility FDI Taiwanese 2010-2014 12 primary
(2014) survey

Nicholson, R. Corporate takeovers Long-term ASEAN 2001-2012 10
et al.  (2016) performance, size of

the firm, financial
performance

Bebchuk Anti-takeover measures Firm valuation US 1990-2003 1500
et al. (2009)

Gompers Anti-takeover provisions, Firm valuation US 1990-1999 1500
et al. (2003) Shareholder’s right

Liu et al. Board characterstics Firm’s performance China 2008-2009 36
(2013)

Ismail et al. Anti-takeover measure, Abnormal returns, US 1990-2003 367
(2014) G Index Synergy gains

Gillan et al. Monitoring capabilities, Board
(2006) structure, Board characteristics Financial performance US 1997-2000 1500

Breno et al. Shareholder’s interest, Friendly Financial performance US 2000-2011 6857
(2015) board, Board independence

Xin et al. Board characteristics Capital mobility, Short- China 2011-2013 265
(2018) term performanec

Fu et al. Shareholder’s approval Synergy gains, Financial
(2016) performance US 1985-2015 na

Cortes et al.
(2017)      

Duan et al. Shareholder benefit Synergy gain, Cumulative US 1983-2011 802
(2018) abnormal returns

Rossi and Differences in CG laws and 49 Developed
Volpin et al. regulations Hostile takeovers markets 1990-2002 45686
(2004)

Black et al. NA Long-term performance, China 2000-2009 458
(2013) size of the deal, financial

performance

Tao et al. Political connections state Sort-term financial China 2000-2012 165
(2017) ownership performance
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Authors CG Aspect M&A Aspect/Firm Country Period Sample
performance aspect studied Size

Zhao et al. Board size, Board structure Financial structure China 2012-2016 na
(2018)

Hoorn and Board characteristics Firm performance US 1999-2010 327
Hoorn et al.
(2011)

Yen et al. Board characteristics Firm performance na 1998-2004 69
(2010)

Afza et al. Board characteristics Operating performance Pakistan 1996-2008 68
(2012)

Maxim et al. Board structure Firm performance North 2010-2015 447
(2016) America

Schmidt Friendl board, Board members Financial performance US 2000-2011 na
et al. (2015)

Hauser et al. Board of directors, Board Firm performance,
(2018) composition, Busy boards Tobin’s Q S&P 1500 1996-2014 20718

indexed firms

Maas et al. Shareholder’s interest M&A gains 73 countries na na
(2019)

Goranova Monitoring of board of directors, Financial performance US 1997-2006 1451
et al. (2018) Institutional shareholders

Ahiabor Shareholder protection , Financial performance 30 countries 1990-2013 30
et al. (2018) corporate characterstics

Zhou et al. State ownership Financial performance China 1994-2008 185 SOE,
(2012) 40 POE

Boateng firm ownership, Board Operating performance China 2004-2011 340
et al. (2016) monitoring

Bittinazzi ownership structure Financial performance Italy 2002-2012 14000
et al. (2018)

Cihan et al. Media coverage-negative Cumulative abnormal US 2003-2014 3820
(2017) returns, Financial

performance

Yang et al. Media coverage, Media Financial performance US 2000-2015 288
(2019) sentiments, Shareholder’s

interest

Borochin Domestic media coverage Financial performance China 2000-2012 797
et al. (2018)

Gao et al. State ownership Financial performance China 2000-2012 na
(2019)
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agreed with the recommendations
and included the same in clause 49
of the listing agreement of the stock
exchanges. According to the clause
it was applicable only for the listed
companies with net worth of ` 25
crore and above, for those
corporations with a paid-up capital
of ` 3 crore. Later, Department of
Corporate Affairs (DCA) in the year
2000 formed a study group under the
guidance of Dr. P.L. Sanjeev Reddy
with the aim to study the ways and
methods to “operationalize the
concept of corporate on a sustained
basis”. In 2002, Naresh Chandra
Committee was formed to
recommend the role of auditors and
independent directors followed by
the formation of Narayan Murthy
Committee in 2004 with the aim to
review clause 49 and suggest
measures for improvements.
Considering these improvements
major initiatives towards Clause 49
in the listing agreement were
introduced on 31 December 2005 by
SEBI followed by a major setback in
2009 for corporate governance in the
Indian scenario with the “mammoth
accounting scandal which was one
of the largest information technology
companies, Satyam Computers,
resulting of poor corporate
governance mechanism”. On
experiencing these CG failures,
Confederation of Indian Industry
(CII) formulated a task force with an
aim to examine the efficacy of the
corporate governance within the
country. This task force was
successful enough to provide certain
recommendations of a set of
voluntary reforms aiming to achieve
a balance between strong CG norms.
Further, National Association of
Software and Services Companies
(NASSCOM) formed a CG and
Ethics Committee which focused to

save the interest of the stakeholders,
an audit committee and a policy that
would ensure the safety of whistle
blower.  New bills were passed in the
parliament in year 2011-13 acting as
the new provisions in the direction
of strengthening of corporate
governance in India. In the lieu of
revision of Companies Act, the
Clause 49 was revised for all
companies which were listed with
SEBI from a particular period 1
October 2014. With this, issues with
the corporate governance can be
overcome with certain internal
mechanisms (board of directors,
ownership structure, etc.) and
external mechanisms (takeover
markets, legal system) for the
corporate control. India is a
developing country and the
corporate governance mechanisms
are also developing (Kapil et al. 2018,
Kahanna and palepu, 2000).
However, the enforcement of CG
regulations through the legal
channels are weak, calling for the
utmost need for the further strong
internal mechanisms which will
have significant bearing on the
corporate performance (Sarkar and
Sarkar, 2000).

5. Conclusion/Future
Scope
Several changes in the Indian

CG policy reforms were made so
that different problems/theories of
CG can be dealt with and even the
Indian firms could experience the
better CG ethics instead of
becoming the best target for the
acquirers. The relationship
between corporate governance and
firm performance is studied
extensively which deals with
different theories of corporate
governance and with different

interfaces of CG especially the
board characteristics. However, on
reviewing the past literature the
future scope of study related to
corporate governance and firm
performance can take varied
dimensions by considering the size
of females on board - how the
participation of females in the
board management can effect the
firm performance, further the
number of independent directors,
the number of members in the
audit committee can affect the
correlation between corporate
governance and firm performance.

Further the degree of CEOs
may affect the firm performance.
The work is still in progress to
evaluate further possible future
scope of study.

NOTES

1 G index is taken as the difference
between the G index of the firm
and the respective industry
average G index Ismail et al. 2014.
G index was constructed by
Gompers et al. (2003) and can be
defined as the governance index
which constitutes the 24 charter
provisions divided into 5
different groups (those who used
to delay hostile bidders, those
used to protect manager’s right,
shareholder’s right, other
takeover laws and defences).
Higher the G index lower will be
the firm’s governance.

2 M&A premium can be defined as
the price difference that is
resulted from the purchase price
which is higher than the price of
the target firm’s assets in a M&A
deal (Carson et al. 2013). Jo et al.
2016 defined the M&A premium
as the expected earnings of the
M&A company from the target
company. Higher the M&A
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premium, higher would be the
expected earnings.

3 ADR is an index which is used to
calculate the shareholder’s
protection and it was introduced
by LA Porta et al.
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