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Abstract: Corporate governance represents the vafteme work the ethical framework and the moral freework under
which business decisions are taken. Corporate goagice has succeeded in attracting a good deal dblfuinterest because
of its apparent importance for the economic healtf corporations and society in general. Directorshareholders and
professional advisers all have an important roleaplin the corporate governance regime. Ethics aital to good corporate
governance and CSR. Finally, in India the level afvareness of the corporate sector and civil-socigtyups is much higher,
with extensive debate and discussion on how corper@sponsibility could become part of mainstreanmsiness practice. One
of the more positive developments for the futurehsg increasing desire of India’s educational ingites and business schools
to introduce corporate governance and corporate isbcesponsibility in their curricula.
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. INTRODUCTION

The phase “Corporate Governance” came to the famefin India due to corporate scandals in the draaamnomic
liberalization. The first was a major securitiearscthat was exposed in April 1992, which involveldr@e number of banks and
resulted in the stock market collapse for the finste since the advent of reforms in 1991. The sdawsas sudden growth of
cases where multinational companies started catsoly their ownership by issuing preferential éguallotments to their
controlling group at steep discounts to their manece. The third scandal involved disappearingnpanies of 1993-94.
Between July 1993 and September 1994, the sto@xiskot up by 120%. During this boom, hundredsnalbiguous companies
made public issues at large share premium, supgpbstesales pitch of obscure investment banks arsleading prospectuses.
This shattered investor confidence, and resultatienvirtual destructor of the primary market foe thext six years. These three
episodes led to the prominence of “corporate gamsa” within the financial press banks and finahmatitutions, mutual
funds, shareholders, the more enlightened busassxciations, the regulatory agencies and the gmesnt.

Corporate governance is concerned with holdingotidance between economic and social goals and bstimdividual and
communal goals. Generally, two groups of governamezhanisms might be served to reach this genaralo corporate
governance: (1) whole set of legal, social andititg&inal systems of corporations which form theteemal governance
environments of the corporation; and (2) the funddi of internal mechanisms mainly including the agment incentive plan,
board of directors, special governance committeesier of the minority shareholder and stockholditsre broadly, corporate
governance involves the relationship of the corponato stakeholders and society and the combinatiblaws, regulations,
listing rules and voluntary private sector practitkeat enable the corporation to perform efficigitl achieving the corporate
objective and meet both legal obligations and gansscietal expectations. There have been two n@jguorate governance
initiatives launched in India since the mid-1990ke first has been by the Confederation of Indiaduktry (CII), which is
India’s largest industry and business associafitbe. second is by the SEBI.

1. REASONS FOR POOR CORPORATE GOVERNANCE

Lack of transparency;

Inefficient control systems;

Imperfect risk management;

Inappropriate monitoring system by the government;
Anti competitive business practices.
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M. CORPORATE GOVERNANCE AND COMPETITIVENESS

The market economy is known to be the most efficresource allocation system ever made by humansrgy various
economic system which have been made to produstipdite and consume limited goods and servicesptarket economy has
proved to be the best. This is mainly because abks resources and energy to be mobilized in thst efficient and cost-
effective manner. However it does not mean thamtlagket economy is perfect. In the primitive eaoyo when here was no
market in modern sense, resource allocation byitimadhad been efficient. Globalization offers fdo continue, bringing
countries together through widening and deepeniteréonnections, for countries that are seekingeamsing going of trade and
welfare through this process, like Brazil, Rus§€iajna and India the perennial question is how t&kemglobalization work in
their respective countries and what are the prilvalenges that it poses to their business and indasd to their political
economies. Among those challenges, national cothmeiess will be seen to rank above the rest. Thatl the more so with
India because issues of competitiveness had héigilyed in policy in all the years of economic ptémg, the primary focus
being national development based on the largessuneaof self-reliance. Open market economy is eghras an effort to
enhance competitiveness to survive in this glokdligra, competitiveness has evolved over timedotwerns with the advent of
globalization. Corporate governance is one of thg ikgredients in creating and sustaining the degaional competitiveness.
Therefore each nation around the global is makiniptaof endeavors to establish good governanceutiirogovernment
innovation. This implies that the government hasedway with its past practices of intervention,réiy strengthening market
functions and re-establishing the role of the goment and the market. Spread of market principlegulatory reform,
privatization and restructuring are currently splieg across the world like a fad, showing the activovement towards market-
oriented economy.

Best corporate governance practices equipped wiftbiemt monitoring system will improve transpargnn business
management, lower capital costs, and enhance @igpualue, thus reinforcing organizational competditess. For free market
to function well there should be strong confidenmeethe rule that competitors are engaged in faimpetition. Improved
corporate governance enables to select the mospetent business executives, ensure effective mamage checks and
balances system over managerial rights for holdimg responsibility for wrong management. The gdahgproved corporate
governance lies in increasing business value arititféing the national economy through enhancedgparency and efficiency
in business management exhausting efforts shoulchdme to build good corporate governance with gngwawareness over
corporate social responsibility, more and more camgs are introducing ethical management.

V. HOW BUSINESS ETHICS INFLUENCE CORPORATE GOVERNS

Ethics area mass of moral principles or set ofemlabout what conduct ought to be. The purity dlb@ral responses is a
reflection of the character of a person. It carsid that:

ETHICS=Truthfulness + Transparency + Righteousnedgwrality

Business ethics are the rule of business condyatich the propriety of business activities mayji#ged. It is the society
which dictates the ethical principles. Such prifespattempt to ascertain the ethical obligationthefbusiness.

Before liberalization, corporations were never basked, encouraged and prodded to improve theinéss practices to
emphasize legal and ethical behaviour. Companytfepsional firms and individuals alike are beingldhincreasingly
accountable for their actions as demand gracdsigtver standards of corporate social responsibility

As recently as a decade ago, many companies viewsidess ethics only in terms of administrative plimmce with legal
standards and adherence to internal rules andatigus. But today attention to business ethicsithe rise across the

World and many companies realize that in orderuttceed they must earn the respect and confidentieeof customers.
Corporate governance is the basis of accountalxlitpmpanies, institutions and enterprises, batancorporate economic and
social goals on the one hand with community andsiddal aspirations on the other.

V. CORPORATE SOCIAL RESPONSIBILITY AND CORPORATE GOVERNANCE

Corporate social responsibility (CSR) is the wayfemedy and which is the continuing commitmentoloiginess to behave
ethically and contribute to the local community asatiety at large. CRS goes beyond charity andimegjthat a responsible
company takes into full account their impact onstdlkeholders and on the environment when makiegsioas. This requires
than to balance the needs of all stakeholdersthilt need to make a profit and reward their shaldsrs adequately. In simple
words CSR refers to whole range of fundamentalsdfganizations are expected to acknowledge arnekcteh their actions. As
regards to CG, it is the set of processes, custpaiigjes, laws and institutions affecting the veay
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VI. CORPORATE SOCIAL RESPONSIBILITY

The concept of corporate social responsibility (F®&Rerged from the sense of responsibility and loardefined as the
ethical behavior of a company toward society. & isoncept which suggests that commercial corgmratinust fulfill their duty
of providing care to the society.

Corporate social responsibility (CSR) is the caumtig commitment by business to behave ethicallytrdoute to economic
development, improving quality of life of workforctheir family, local community and society, buddmeaningful relationship
between the corporate sector and the rest of ttietgoBusiness has to adopt practices that erethieal, legal, commercial and
public expectations. It must be the integrated pdrtday to day business engaging all stakeholdgrategies to support
individual managers to make socially responsiblesien conforming ethical behavior and law.

VII. CSRAND LEADERSHIP

CSR and leadership go hand in hand is infallibte. Successful implementations of CSR, it is neagdea people to work in
group with co-operation which requires effectivadership to recognize that business cannot groisaiation and needs to
respond holistically through a method aimed atdgsimprovements in the quality of lives of peoplelarge. There are various
reasons to substantiate this fact: some of thensaasre listed below:

1. Leadership is necessary for maintaining integnt5R policies, practices and processes.
2. Leadership helps in contributing sustainable infaiom society for all.
3. Leadership also helps in mutual engagement with @tawork-place issue and environment impact.

VIII. CORPORATE SOCIAL RESPONSIBILITY AND CORPORATE GOVERN ANCE

Mr. Narayana Murthy says, “Social responsibilitytascreate customers, the government, the commanidyenvironment”.
In this global era, the corporate behaviour so iplybhvailable to broadcast, there appears to treral in social behavior slowly
changing from an individualistic mindset to mordistac and collective reasoning. The kyoto protoisohn example of societies
coming together and seeing the need of changegbobal level (Bulkdey 2001). Peer persue form sgcie changing the way
businesses are conducted. As regards to CG hieisdt of processes, customs, policies, laws atitlitions affections the way a
corporation is directed, administered or contrallé@lso includes the relationship among the malayers involved and the goal
for which the corporation is governed. It is a rifatteted subject. An important theme of corporateegnance deals with issues
of accountability and fiduciary duty, essentiallyvacating the implementation of guidelines and ra@t$ms to ensure good
behaviour and protect shareholders. The corpoxatergance structure spells out the rules and puwesdor making decisions
on corporate affairs. It also provides the struetinrough which the company objectives are setedksas the means of attaining
and monitoring the performance of those objectilteis. the mechanism by which individuals are mated to align their actual
behaviors with the overall participates.

IX. INDIAN SCENARIO

We are familiar with the outline of a successfulmpany. One that is profitable, productive with eosgyy reputation and
efficient in the use of natural resources. Yet,pymachieving these goals may not be enough to tesponsible company - if
profit do not lead to per capital income growthermployee well being does not improve, if commupitggrams do not raise
social welfare, and if the company’s eco-efficiefi@ys to sustain the underlying natural resouraseb The task of the corporate
sector is now to rigorously focusing on prioritiedlocating finance for treating CSR as an invesinfeom which returns are
expected, monitoring activities to ensure initiaiweally deliver outputs and repeating performanamn open and transparent
way so that all can celebrate progress and ideat##gs for further action.

India is striving hard to bring the huge dividewee¢n the urban and the rural areas. A nation wakoat 7 million Indians
reside in villages; the government and corporagepaobing efforts to reach to the bottom of theapyid through their CSR
institutes. Gaps on hiccup areas tend to develom fboth ends-facilitators and beneficiaries. Tospar corporate social
responsibility and address a sustainable systeisminigcessary for any corporate company to logketoncept of CSR as their
core rather than a strategy of developing goodWwHe challenge here is to redefine corporate okttowards sustainability and
identifying their impact on the same.

The next issue is whether the corporate has thecitgpexpertise, resources or access to the regesgpport to implement
CSR as identified. Generally, under-developed nesmufor implementation have created huge gapsawnd increased the cost
of CSR implementation. For having CSR activitiepliemented, many villages in India are deprivedasib infrastructure such
as roads, water, sewages, electricity, schoolqitads transport and the list is endless.
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Another issue at the grass-root level is educadioavailability of literate man power. Recent figuaccording to United
Nations suggest that in India, around to 42 millatvidren between the ages of 6 and 14 are nathiod. The national literacy
rates of girls over seven years are 54%, compar@®% for boys literacy rates face by these pedjieracy is the root of all
consequences owing to which, many rural citizeilsdarecognize certain opportunities where they bave better chances of
earning a living. This needs to be a drastic changthe attitude and mindsets of the rural manpoteeadapt to changes,
revolutions and the new system.

To elaborate more on the changes mentioned, siecétéracy rate is poor, the belief amongst mastlrpopulation about
castes, superstitions, communities and races makesy difficult for corporate sector to accomplisew developments and
involve the new population. In this condition, flesults can be achieved through strategic impleatient of plans and actions.

Despite the huge development and changes in theepgnCSR in India has yet to realize its full poi@. Through the
number of CSR projects and programmers are maindia; there is a lack of clear metrics for evalugtheir actual impact in
improving social conditions. For instance, if a gamy claims that its employees are the greatestsass fails to provide an
evidence of how this asset is being valued andregdth In the same context, if a company claimsittdgvelops the grass root
lives, apart from their inflated financial figuretjere are no quality and quantity measures that maasure the overall
development.

Tough positions indeed, people who do charitablekvadten talk about how rewarding it is. Call itetmext generation of
corporate philanthropy, from writing cheques, conipa are more closely integrating their cause agemicto their business
strategies. And it's paying off in many ways. Comiga recognize CSR dividends. Companies with aipdgdmmitment to
ethics perform better on 3 out 4 financial measutgsan average, CSR-oriented companies also t@deehigher profits.

Steps to implementation CSR in an organization:

*  Ensure commitment of top management and partigyldré CEO is communicated throughout the orgaitizat

 Appoint a CSR position at the strategic decisiokimg level to manage the development of policy arsd
implementation.

* Incorporate a social audit within the company’swaineport.

» Ensure that the compensation system within thermizgtion reinforces the CRS policies that have hweated.

X. SUCCESSFUL CASES

Coca-cola India has installed 320 rain water - &sting structures in 17 states and has restarteztaderaditional water
bodies and checks dams across the country for wateservation. The company has a target to redobtazero” balance with
respect to ground-water bodies and checks damssttte country for water conservation.

ITC is significantly widening its farmer partnerghito embrace a host of value adding activitieh @gccreating likelihoods
by helping poor tribal, make their wastelands putite, investing in rainwater harvesting to bringiah - needed irrigation to
parched dry land; empowering rural women by helghem to evolve into entrepreneurs; and providimfgastructural support
to make schools exciting for village children. Tigh these rural partnerships, ITC touches the ibfewarly 3 million villages
across India.

Minerals foundation of Goa, with the strength okithexclusive programmers, has contributed to ecvnogrowth,
employment generation, social upliftment of comntiesiand environment conversation in mining belGofa. Health care has
been at the heart of the foundation’s activitieofts have been made to reach out to all the @estdf the society, through
general and specialized health camps for childreh @ublic association with Help Age India for tHelex ones. Programmes
such as Weekly OPD in remote areas, financial tasgie for specialized treatment outside the statd,projects wherein, free
cataract surgeries have been taken just to behefttommunity.

Successful experiments are as yet few and far leetvie India. Companies tend to pay lip service emains in the
philanthropic mode. Companies tend to give awagrfaial resources to NGOs or charities and thisicoes to be the favored
root. Others set up their own in-house foundatisnsh as Infosys and Wipro. India evolved a traditaf “Trusteeship”
pronounced by Mahatma Gandhi and this was lateptadoby corporate leaders such as G.D.Birla anchdminBajaj. These
were initiatives of the pre-independence era. Sofrthese CSR experiments have succeeded in thelisstaent of excellent
institutions such as Indian Institute of Scienck;R; TISS by the Tatas, BITs pilani by Birlas ahé lamnalal Bajaj Institute by
Bajaj.

Corporate contribution to society, environment andiness when guided by enlightened self-intereptaves quality of life
for all. Effective corporate responsibility requsra good level of commitment from the entire orgation and especially the top
management who can ensure that CSR practised well.
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Godrej industries Ltd; one of the largest Indusgi@ups in India, has not only integrated consgowaof natural resources in
its business operations but has minimized its aafbotprint. The company’s windmills have brouglateh carbon emissions,
earning its carbon credits.

XI. CONCLUSION

The basic objective underlying CSR is maximizatdrsocial benefits from business and when by omgitins consider the
interests of society by taking responsibility foetimpact of their activities on customers, empésyeshareholders, communities
and the environment in all spheres of their openaticollective criticism of miss-governance willllpdown the stock market.
But persistent constructive criticism will help tieform business attitudes, improve accountabilitg emake businessmen more
sensitive to shareholder needs. To conclude, thials@sponsibility and governance of the corpositeuld be the two pillars
which to run the organization economically viabled &easible, and eco-friendly for its prolonged kval the tussle of the
business boat.
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