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ABSTRACT

One of the key reasons for recession, in the recent past, can be attributed to unethical
practices of some renowned companies. To curb these malpractices, governments are building
stringent norms to ensure good Corporate Governance (CG). As a consequence, companies are now

putting their best effort to build ethical climate.

The aim of the present study is to find out the relationship between corporate governance and
Ethical Climate (EC) in Indian companies. Both quantitative and qualitative approaches were
followed in the study. The study has been carried out in two parts. Study 1 focuses on the corporate
governance parameters and firm’s operating performance parameters. The data for the study were
collected from secondary sources Center for Monitoring Indian Economy (CMIE). Regression

analysis was used to analyze the data.

The sample of Study 2 comprised 255 managers from 10 companies located in Dethi and
National Capital Region. The companies and managers were selected by ‘convenience’ and
‘random’ sampling techniques, respectively. Pearson’s ‘r’, Regression analysis, and Student’s‘t’

were used for data analysis.

The results of Study 1 indicate that none of the governance parameters emerged as

significant predictors of firm performance.

Findings of Study 2 reveal that CG and some of its dimensions were significantly
correlated with EC and its dimensions. CG also emerged as significant predictor of EC and its

dimensions. Designation was found to have a significant effect on CG practices.
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Two case studies, for Study 1 and Study 2, respectively, were undertaken to supplement the

results of quantitative data.

Interpretive Structural Model (ISM) results show that Structure of the board, Role of

FII, and Legal compliance have the highest driving power for corporate governance.

The results of the study have been summarized, implications and limitations have

been pointed out, and suggestions for future research are made.

vil



CONTENTS

Title Page Number
Chapter 1: Introduction 1-12
1.1 Background of the study 3
1.2 Rationale of the study 7
1.3 | Evolution of the present study 9
1.4 | Research objectives 1
1.5 | Organization of the thesis 11
Chapter 2: Theoretical Background 13 -49
2.1 Corporate governance 13
2.1.1 | Shareholding perspective 16
2.1.2 | Stakeholders perspective 21
2.1.3 | Employee as stakeholder 24
2.2 | Corporate governance reports 28
2.2.1 | International reports on corporate governance 28
2.2.2 | Corporate governance reports in India 30
23 Ethical climate 33
2.3.1 | Antecedents of ethical climate 36
2.3.2 | Types of ethical climate 37
2.3.3 | Dimensions of ethical climate 41
24 Theoretical framework for the present study 41
Chapter 3 : Review of Literature and Development 50-90
of Hypotheses
3.1 Corporate governance 50
3.1.1 | Corporate governance and firm performance 51
3.1.2 | Board of directors 59
3.1.3 | CEO duality 68
3.1.4 | Employee as stakeholder 71
3.2 | Ethical climate 73
3.3 Comparison between public and private Sector 80
3.4 Comparison between senior managers and middle man- 83
agers
3.5 Research Gaps 84
3.6 Development of Hypotheses 86
3.6.1 | Development of Hypothesis — Study 1 86
3.6.2 | Development of Hypothesis — Study 2 88

Viii




Title Page Number
Chapter 4 — Method of Study 91-105
4.1 Study 1 91
4.2 Method of study 1 91
4.2.1 | Variables of study 1 92
4.2.2 | Hypotheses of study 1 93
4.3 Study 2 96
4.4 | Method of study 2 97
4.4.1 | Variables of the study 2 97
4.4.2 | Hypotheses of study 2 98
4.5 Hypotheses Testing 102
4.6 Tools 102
Chapter 5 - Development of Tool 106-123
5.1 The need for the development of corporate governance 106
scale
5.2 | Structure of the scale 107
53 Corporate governance as conceptualized in the present 108
study
5.4 | Tool Construction 111
5.5 Validity of the questionnaire 112
5.6 | Final version of the scale 121
5.7 | Reliability of the scale 123
Chapter 6 Results and Discussion 124-165
6.1 Study 1 124
6.2 Study 2 135
Chapter 7 Case Study 166 — 186
7.1 The Case study method 166
7.2 SAP LAP method of case study 170
7.3 Study 1 : Case of a leading pharmaceutical firm 171
7.3.1 | Background of the company 171
7.3.2 | Vision and aspirations 172
7.3.3 | Issues related to CG 173
7.3.4 | SWOT Analysis 176
7.3.5 { SAP LAP analysis 177
7.4 Study 2 :Case of a company in IT sector 181
7.4.1 | Background of the company 181
7.4.2 | Issues related to CG and EC 181
7.4.3 | SAP LAP analysis 184

1x




B Title Page Number
Chapter 8 — An interpretive structural Model of 187-206
Corporate Governance

8.1 Corporate governance and identification of elements 188
8.2 Research methodology and data collection 189
8.3 ISM methodology and model development 192
8.3.1 | Steps involved in ISM methodology 193
8.3.2 | Structural self interaction matrix 194
8.3.3 | Reachability Matrix 195
8.3.4 | Level Partitions 197
8.4 | Classification of enablers 201
8.5 Formation of ISM model 203
8.6 | Future orientation 206
Chapter 9 — Summary, Limitations and scope for 207-218
future work
9.1 Summary of Research 208
9.2 Key findings of the research 209
9.3 Qualitative Research 212
9.4 | Contribution 213
9.5 Implications 215
9.5.1 | Imphications for future research 215
9.5.2 | lmplications for academicians 216
9.5.3 | Implications for managers 216
9.6 Limitations 217
9.5 Suggestions for future research 218
References 219-256




	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10

