
WHAT IS CORPORATE GOVERNANCE

Corporate governance is the system of rules, practices, and processes by which a firm is directed and controlled.
Corporate governance.

Unfortunately, corporate governance often becomes the centre of discussion only after the exposure of a large
scam. They should also implement procedures to independently verify and safeguard the integrity of the
company's financial reporting. Bad executive compensation packages fail to create an optimal incentive for
corporate officers. For example, corporate governance became a pressing issue in the United States at the turn
of the 21st century, after fraudulent practices bankrupted high-profile companies such as Enron and
WorldCom. The coordinated or multistakeholder model associated with Continental Europe and Japan also
recognizes the interests of workers, managers, suppliers, customers, and the community. Legal, contractual
and social obligations to non-shareholder stakeholders must be upheld. The rights of shareholders are covered
under this standard, thus affecting corporate governance. The deal was soon called off owing to major
discontentment on the part of shareholders and plummeting share-price. Other types of bad governance
practices include: Companies do not cooperate sufficiently with auditors or do not select auditors with the
appropriate scale, resulting in the publication of spurious or noncompliant financial documents. Having a
clean image on the corporate governance front could also make it easier for companies to source capital at
more reasonable costs. A related discussion at the macro level focuses on the effect of a corporate governance
system on economic efficiency , with a strong emphasis on shareholders' welfare. Principal-principal conflict
the multiple principal problem [ edit ] The principal-agent problem can be intensified when upper management
acts on behalf of multiple shareholders - which is often the case in large firms see multiple principal problem.
Models[ edit ] Different models of corporate governance differ according to the variety of capitalism in which
they are embedded. Good quality, ethical decision-making builds sustainable businesses and enables them to
create long-term value more effectively. The board of directors is pivotal in governance, and it can have major
ramifications for equity valuation. Another point which is highlighted in the SEBI report on corporate
governance is the need for those in control to be able to distinguish between what are personal and corporate
funds while managing a company. Often, however, highly publicized revelations of corporate malfeasance
revive interest in the subject. Qualify in corporate governance. In traditionally structured firms, high
performing executives gain deference, become highly influential, and take on the qualities of concentrated
equity owners. It is, in essence, a toolkit that enables management and the board to deal more effectively with
the challenges of running a company. Good corporate governance creates a transparent set of rules and
controls in which shareholders, directors, and officers have aligned incentives. Corporate governance in
emerging markets can reflect either the Anglo-American or Continental model, depending on the stock
market's history with capitalist development. Most companies strive to have a high level of corporate
governance. Thus, they are different in the developing world where colonialism played a role.
Gramm-Leach-Bliley Act : This act regulated the ways that financial institutions handled privation
information, making it crucial for corporate governance to include how to oversee financial organizations and
stakeholders. Corporate governance is the system of rules, practices, and processes by which a firm is directed
and controlled.


