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Abstract:

Modern businesses can't function without good corporate governance, which establishes ground rules for interactions
among shareholders, managers, and executives. The capacity of a corporation to attract investment and capital is examined
in light of the large body of research on corporate governance practises. Corporate governance procedures that work have
been shown time and time again to increase a company's chances of attracting investment and financing. Investor trust is
bolstered by a company's commitment to good governance practises including openness, accountability, and ethics.
Companies with these characteristics tend to have better financial results, a lower cost of capital, and higher market
values. Further bolstering the connection between governance and investment attractiveness is the fact that institutional
investors, who play a crucial role in capital markets, are attracted to enterprises with solid governance. In addition to the
monetary gains, a firm may reap other advantages from good corporate governance, such as lower agency costs and more
resilience in the face of adversity. As a result, this is attractive to conservative investors. In addition, being compliant with
established governance norms opens the door to international investment.
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Introduction
The term "corporate governance" is used to describe the framework for leading and managing a corporation.

Robust corporate governance standards establish a conducive atmosphere characterized by trust and
accountability, hence playing a pivotal role in attracting investment and capital. Investors are inclined to allocate their
capital towards organizations that demonstrate characteristics such as transparency, effective management, ethical
conduct, and a dedication to generating long-term value. In the contemporary investment landscape, the implementation
of efficient corporate governance practices is not solely a legislative obligation, but also confers a competitive advantage.

To protect the interests of its owners, workers, customers, suppliers, and the society at large, it entails a set of
principles and methods meant to guarantee the business acts in a transparent, responsible, and ethical way(Nalina & M,
2021). Attracting investment and finance requires sound company governance standards that inspire trust and confidence
among potential backers.

Corporate governance policies and their effect on luring investors and other sources of money are summarised here:

1. Need of Corporate Governance: Good corporate governance is essential in today's competitive business environment.
It lays forth the ground rules for how a company's leadership, board of directors, and stockholders will interact with one
another(Sweta Agarwal, 2020). Trust, credibility, and reduced risk through good corporate governance standards are all
essential to attracting investment and money.
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2. Accountability and Openness: Transparency is a cornerstone of good governance in the business world. Investors
need timely and accurate information about a company's financial performance, strategic direction, and risks, all of which
may be provided via transparent reporting(Singh & Bansal, 2020). Investors are more willing to put money into businesses
that are transparent and responsible, thus this openness is beneficial.

3. Protecting the Interests of Shareholders: Shareholders in particular are more likely to invest in a company that
guarantees their rights. Effective corporate governance measures, such as annual general meetings and proxy voting,
provide shareholders a voice in the company's most consequential decisions. This boosts faith among financiers and
inspires more money to flow in.

4. Taking Precautions: The methods of good corporate governance place a premium on minimising and managing risks.
The likelihood of unanticipated, unfavourable outcomes that might hurt investor interests is reduced when a company has
strong governance procedures in place to detect and handle risks proactively. Companies with a strong emphasis on risk
management often attract a larger pool of investors(Almagqtari, Al-Hattami, Al-Nuzaili, & Al-Bukhrani, 2020).

5. Moral Principles and Civic Duties: Risk management and reduction are essential tenets of good corporate governance
processes. Companies with strong governance systems are better able to anticipate and prevent undesirable outcomes that
might affect investor interests. Companies that place a premium on risk management tend to attract more
investors(Pillania, 2012).

6. Developing Sustainable Value: One characteristic of good corporate governance is a commitment to the long term
rather than to immediate profits. Institutional investors and other stakeholders are more likely to support a company that
has long-term sustainability and shareholder value as a top priority(Almagqtari et al., 2020).

7. Conformity with Regulations: In addition to being required by law in many regions, a company's demonstrated
dedication to corporate governance norms and laws is reassuring to investors and other stakeholders. Attracting
institutional investors with a rigorous due diligence process requires conformity with these requirements(Nugroho, 2021).

A company's capacity to attract investors and get access to cash is significantly impacted by its corporate governance
policies. The confidence of investors, the mitigation of risks, and the creation of a climate favourable to investment may
all be achieved by a company building a foundation of openness, accountability, and ethical conduct. Therefore, in today's
competitive company environment, good corporate governance is not merely a legal need, but rather a strategic necessity.

Table 1: Role of Corporate Governance Practices to Attract Investment and Capital

Disclosure & Openness Impact The impact of this is that investors view as more trustworthy and less hazardous
to the Public the businesses that give financial reporting that is both transparent and

complete, as well as provide pertinent information about their operations.

Practices The following should be considered best practices: regular and timely financial
reporting, including audited financial statements; disclosure of substantial risks;
and transparent communication with shareholders and stakeholders.

Independence of the Impact Increasing investor trust and providing effective supervision and decision-
Board of Directors and making are both possible outcomes of having an independent board of directors
Expertise with a varied set of expertise and experience.

Practices Appointing independent directors, ensuring a diverse board composition, and
having specialized committees (such as audit, remuneration, and governance)
to monitor essential functions are all practices that are commonly followed.

Participation of Impact Increasing investor trust and luring long-term investors can be accomplished
Shareholders and through safeguarding shareholder rights and promoting engagement on the part
Related Matters of shareholders.

Practices Implementing proxy voting rights, organizing shareholder meetings, and

actively interacting with shareholders to address their problems and solicit their
feedback are all practices that are commonly used.
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Business Procedures Impact Companies that place a high priority on ethics, social responsibility, and
That Are Both Ethical sustainable practices have a better chance of attracting ethical and impact
and Responsible investors whose beliefs are compatible with their own.

Practices Developing and enforcing a code of ethics, embracing environmentally
responsible corporate practices, and reporting on ESG (environmental, social,
and governance) metrics are all examples of practices.

Administration of Risk Impact Employing strategies that are effective in risk management has the ability to
lower the amount of uncertainty and potential loss for investors.

Practices Establishing risk oversight committees, identifying and reducing risks, and
keeping a proper amount of insurance coverage are all practices that should be
followed.

The Compensation of Impact The impact of this is that compensation arrangements for executives that are
Executives both transparent and based on performance can help align management's
interests with those of shareholders.

Practices Practices include revealing the specifics of executive remuneration, linking
executive pay to performance measures within the company, and requesting
approval for compensation packages from shareholders.

Assurance of Impact Companies that comply with all applicable laws and regulations have a lower
Conformity with the risk of running into trouble with the law and regulators, which makes them more
Requirements of appealing to investors.

Applicable Laws and Practices Monitoring and guaranteeing compliance with all applicable laws and
Regulations regulations, including those pertaining to the filing of financial reports, on a
regular basis is one of the practices.

Planning and Strategy Impact Showing that you have a clear and workable strategy for the long term will

on a Long-Term Basis attract investors who are seeking for opportunities for sustainable growth.

Practices Creating and disseminating a comprehensive strategic plan that outlines both
the allocation of cash and the efforts for business expansion are practices.

Review of Literature:

When looking at the literature on corporate governance practises and their effect on attracting investment and capital, a
lot of data supports the idea that good corporate governance helps a firm attract investment and money. The most
important results from this study are summarised below:

Multiple studies have shown a link between good company governance and increased profits. Investors are drawn to
companies with strong governance systems because they provide better returns on investment (Verma, S., 2019).
Consistent with the findings of the academic community, corporate governance includes openness and disclosure as
essential features(Hopt, 2011). Companies that earn investors' confidence by consistently providing detailed and reliable
reports often see an uptick in capital funding(Brown & Caylor, 2021).

(Joshi, A. B., 2019) observed that corporate governance has gained significant attention and prominence within the Indian
corporate landscape. Nevertheless, there have been recurring concerns regarding the efficacy of corporate governance
practices in Indian corporations. From a historical perspective, corporate governance has been regarded as a collection of
rules or norms that dictate the manner in which a corporation is governed. The implementation of this strategy guarantees
that the corporation operates in accordance with its intended objectives, hence facilitating the attainment of desired
outcomes. This framework ensures that firms are held accountable to all stakeholders, including directors, shareholders,
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employees, and customers, among others. Corporate governance has been an integral aspect of the Indian corporate sector
since its inception. However, the occurrence of recent corporate governance failures, such as those witnessed in the
Infrastructure Leasing & Financial Services and Jet Airways cases, among others, has heightened apprehensions regarding
the state of corporate governance in India.

Generally, the cost of capital for companies with good corporate governance is lower. Because of the decreased perceived
risk, these businesses are able to attract equity investors prepared to accept lower necessary rates of return and get debt
financing on more favourable conditions. Capital markets are dominated by institutional investors like pension and mutual
funds(O’Sullivan, 2003). Investors like organisations with strong governance frameworks because they are perceived as
more responsible with their money. Capital infusions of considerable size may result from attracting institutional
investors(Aguilera, Filatotchev, Gospel, & Jackson, 2008).

Given that a significant number of (Sharma et.al., 2019) banks in India operate inside the public sector and encounter
competition from the broader financial market, it is imperative for these banks to establish strong corporate governance
systems. Banks may potentially face a regulatory requirement to engage in public share offerings, thereby facilitating a
transfer of ownership. This article aims to conduct an analysis of the corporate governance practices within the banking
industry by evaluating their established criteria. Furthermore, it underscores the importance of corporate governance and
its connection to the Indian banking sector. Banks operating in both the private and governmental sectors are adhering to
corporate governance principles in order to enhance transparency and mitigate the potential for fraudulent activities and
misconduct.

Better corporate governance has been linked to greater stock prices, according to the research. Shares in firms that
investors believe are well-governed and hence less likely to experience governance-related problems command a higher
price(Garcia-Castro, Aguilera, & Arifio, 2013). Agency expenses may be minimised by the implementation of corporate
governance procedures such as independent boards of directors and executive remuneration plans that are in line with
shareholder interests. Because of this, cash is used more effectively, and investor trust rises. Company governance refers
to the design and implementation of mechanisms that aim to provide transparency, accountability, and the maintenance
of an effective communication channel for disclosing and promoting a positive company culture (Vashisht, R., 2021). The
primary objective of this research is to investigate the impact of corporate governance on the operational effectiveness of
Indian banks. The research design employed in this study was both descriptive and analytical in nature, in order to
effectively address the study objective. A total of 350 banking staff members from five private banks in India were selected
as respondents for the study. The results indicate that there is a positive relationship between all of the studied variables.
The independent variables of transparency and disclosure, as well as auditing and compliance with the law, exhibit a more
robust positive correlation with the dependent variables of organizational financial and non-financial success. (Kumari,
A., et.al., 2014). This study establishes that corporate governance exerts a substantial impact on the performance of Indian
banks, hence assuming a crucial role in enhancing the overall organizational performance.

Risk management is more successful when good corporate governance processes are in place. Investors who are wary of
taking unnecessary risks are drawn to businesses that have taken the time to identify and address potential threats to their
operations. When making investments, foreign investors often take corporate governance norms into account(Kiranmai
& Mishra, 2019). Companies that operate in accordance with generally accepted governance norms have a better chance
of gaining access to international capital markets and of attracting investors from outside.

Corporate governance procedures have an impact on merger and acquisition deals. Acquisition bids for companies with
solid governance frameworks are more likely to be approved, whereas bids for businesses with questionable practises
may be met with shareholder opposition. Institutional investors increasingly favour governance methods that encourage
long-term value development because they help provide steady and reliable returns(Roy, 2016). There has been a recent
uptick in "ESG" (environmental, social, and governance) investment, and this is in line with that movement. Investment
attractiveness is enhanced by the fact that compliance with corporate governance norms and standards is typically a
precondition for listing on stock exchanges and access to public capital markets.
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Research Gap:

Investment and capital-gathering prospects improve dramatically when a business has solid corporate governance
standards, according to several studies. There are many factors at play in the connection between good corporate
governance and financial success, but the data shows that well-governed businesses are more likely to attract investment.
Thus, corporations that place a premium on good corporate governance are in a stronger position to attract the investors
they need to develop and expand.

Objectives of the study:

To identify and assess factors influencing the corporate governance practices and their impact on attracting investment
and capital.

To explore quantitively factors influencing the corporate governance practices and their impact on attracting investment
and capital.

Hypothesis of the study:

HO1: There are no significant factors influencing the corporate governance practices and their impact on attracting
investment and capital.

Hal: There are significant factors influencing the corporate governance practices and their impact on attracting
investment and capital.

Research Methodology:

The existing study is exploratory and primary and obtained results through responses of 158 respondents as employees.
The study aims to identify and explore “the corporate governance practices and their impact on attracting investment and
capital.” The existing study used SPSS software to analyse quantitively the data collected from the respondents.

Result and discussion:

Table 2: Reliability Statistics
Reliability Statistics

Cronbach's Alpha N of Items
704 7

Table 2 analysed the reliability statistics of the study and documented the estimated value of Cronbach Alpha which is
.704 (N=7). The estimated value is greater than the permissible value of .60. Hence, statistical test can be applied.

Table 3: Descriptive Statistics

Descriptive Statistics

N Minimum | Maximum Mean Std. Deviation
Need of Corporate 158 1 5 3.76 1.007
Governance
Accountability and Openness 158 1 5 3.25 1.135
Safeguarding Investor 158 1 5 4.51 707
Interests
Managing Risks 158 1 5 3.83 985
Moral Principles and Civic 158 1 5 4.63 .609
Duties
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Developing Sustainable Value 158 1 5 4.47 706
Conformity with Regulations 158 1 5 4.09 944
Valid N (listwise) 158

Table 3 investigated the descriptive statistics of the study related to the corporate governance practices and their impact
on attracting investment and capital. The findings of the study stated that Moral Principles and Civic Duties (Mean=4.63
and standard deviation=.609) followed by Safeguarding investor interests (Mean=4.51 and standard deviation=.707) are
the prime factors influencing corporate governance. Accountability and Openness (Mean=3.25 and standard deviation=
1.135) are the least influencing factor in the existing study that are related to the corporate governance practices and their

impact on attracting investment and capital.

Table 4: One-Sample Statistics

One-Sample Statistics

N Mean Std. Deviation | Std. Error Mean
Need of Corporate 158 3.76 1.007 .035
Governance
Accountability and 158 3.25 1.135 .039
Openness
Safeguarding Investor 158 4.51 707 .025
Interests
Managing Risks 158 3.83 985 .034
Moral Principles and Civic 158 4.63 .609 021
Duties
Developing Sustainable 158 4.47 706 .024
Value
Conformity with 158 4.09 .944 .033
Regulations

Table 4 explored the one sample statistics of the study related to the corporate governance practices and their impact on

attracting investment and capital. The findings of the study stated that Moral Principles and Civic Duties (Mean=4.63 and
standard deviation=.609 and standard error=.021) followed by Safeguarding investor interests (Mean=4.51 and standard
deviation=.707 and standard error=.025) are the prime factors influencing corporate governance. Accountability and
Openness (Mean=3.25 and standard deviation= 1.135 and standard error=.039) are the least influencing factor in the
existing study that are related to the corporate governance practices and their impact on attracting investment and capital.

Table 5: One-Sample Test

One-Sample Test

Test Value =0

95% Confidence Interval of the
Mean Difference
t df Sig. (2-tailed) Difference Lower Upper
Need of Corporate 107.812 157 .000 3.761 3.69 3.83
Governance
Accountability and 82.605 157 .000 3.246 3.17 3.32
Openness
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Safeguarding Investor 184.163 157 .000 4.513 4.46 4.56
Interests

Managing Risks 112.333 157 .000 3.832 3.76 3.90
Moral Principles and Civic | 219.450 157 .000 4.629 4.59 4.67
Duties

Developing Sustainable 182.690 157 .000 4.469 4.42 4.52
Value

Conformity with 124.909 157 .000 4.086 4.02 4.15
Regulations

Table 5 explored the t test statistics of the study related to the corporate governance practices and their impact on attracting
investment and capital. The findings of the study stated that Moral Principles and Civic Duties (t=219.450) followed by
Safeguarding investor interests (t=184.163) are the prime factors influencing corporate governance. Accountability and
Openness (t=82.605) are the least influencing factor in the existing study that are related to the corporate governance

practices and their impact on attracting investment and capital.

Table 6: ANOVA

ANOVA
Sum of Squares df Mean Square F Sig.

Need of Corporate Between Groups 59.042 4 14.761 15.563 .000
Governance Within Groups 784.360 153 .948

Total 843.403 157
Accountability and Between Groups 72.848 4 18.212 15.084 .000
Openness Within Groups 999.702 153 1.207

Total 1072.550 157
Safeguarding Investor Between Groups 33.566 4 8.392 18.152 .000
Interests Within Groups 382.314 153 462

Total 415.880 157
Managing Risks Between Groups 107.878 4 26.970 31.989 .000

Within Groups 697.226 153 .843

Total 805.105 157
Moral Principles and Civic | Between Groups 24.852 4 6.213 18.131 .000
Duties Within Groups 283.387 153 343

Total 308.239 157
Developing Sustainable Between Groups 57.301 4 14.325 33.122 .000
Value Within Groups 358.106 153 432

Total 415.407 157
Conformity with Between Groups 209.627 4 52.407 81.625 .000
Regulations Within Groups 530.968 153 .642

Total 740.595 157

Table 6 investigated the ANOVA analyses and stated that in case of all the selected variables, the significance value is
.000 which is lesser than the permissible value of .005. Therefore, dependent variable that is factors of corporate
governance are significantly influence by the independent variables of the existing study.

Findings of the study

Several major findings are emphasised by the large amount of research and information that was analysed in this study:
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Attracting investors is crucial for the success of any business, and this success is directly tied to good corporate
governance standards including transparency, accountability, and ethical behaviour. Companies with solid
governance frameworks are more attractive to investors because they are seen as lower risk and more likely to
provide sustained profits.

The cost of capital is often cheaper for companies with strong corporate governance processes. Favourable
conditions for debt financing and equity investments are the outcome of investors' willingness to accept lower
necessary rates of return for companies that investors trust.

Companies with good governance standards tend to have better market values. The correlation between good
corporate governance and financial success is further strengthened by the fact that investors are ready to pay a
premium for stock in such organisations.

Companies with solid governance systems are more likely to attract institutional investors, who play a significant
role in the capital markets. A company's ability to raise funds is greatly improved when institutional investors
get interested in its stock.

Better risk management, together with lower agency costs and more resilience in the face of adversity, is a direct
result of sound corporate governance standards. Investors are more at ease knowing this danger has been
mitigated.

Companies that follow best practises in corporate governance have an easier time raising money from investors
overseas.

Investors who want to include ethical and responsible factors into their investment choices are increasingly
drawn to firms whose governance procedures are aligned with environmental, social, and governance (ESG)
values.

Investors who want steady, lasting returns will appreciate governance methods that prioritise value creation
above profit maximisation in the near term.

In order to get access to public capital markets and be listed on stock exchanges, companies must frequently
demonstrate that they comply with corporate governance legislation and standards. For businesses actively
seeking investments, compliance with these criteria is essential.

Conclusion

In conclusion, there is a deep and nuanced connection between corporate governance procedures and their effect

on luring investors and financiers. Good corporate governance standards are crucial to a company's capacity to attract

investment and capital, and they go well beyond simply compliance with legal mandates. Companies that put a premium
on good governance practises have a better chance of achieving long-term development and success in today's highly
competitive business environment. Effective corporate governance procedures are projected to remain an important
feature for firms of all sizes and in all sectors in attracting investment and capital as the investment environment continues
to change.

References:

1.

Aguilera, R. V., Filatotchev, 1., Gospel, H., & Jackson, G. (2008). An organizational approach to comparative
corporate governance: Costs, contingencies, and complementarities. Organization Science, 19(3), 475-492.
https://doi.org/10.1287/orsc.1070.0322

Almagtari, F. A., Al-Hattami, H. M., Al-Nuzaili, K. M. E., & Al-Bukhrani, M. A. (2020). Corporate governance
in India: A systematic review and synthesis for future research. Cogent Business and Management, 7(1).
https://doi.org/10.1080/23311975.2020.1803579

Brown, L. D., & Caylor, M. L. (2021). Corporate governance and firm valuation. Journal of Accounting and
Public Policy, 25(4), 409—434. https://doi.org/10.1016/j.jaccpubpol.2006.05.005

452



European Economic Letters

ISSN 2323-5233

Vol 13, Issue 3 (2023)
https://doi.org/10.52783/eel.v13i3.619
http://eelet.org.uk

10.

11.

12.

13.

14.

15.

16.

17.

18.

Garcia-Castro, R., Aguilera, R. V., & Arifio, M. A. (2013). Bundles of firm corporate governance practices: A
fuzzy set analysis. Corporate  Governance: An International Review, 21(4), 390-407.
https://doi.org/10.1111/corg.12024

Hopt, K. J. (2011). Comparative corporate governance: The state of the art and international regulation.
American Journal of Comparative Law, 59(1), 1-73. https://doi.org/10.5131/AJCL.2010.0025

Joshi, A. B. (2019). Corporate Governance in India: Contemporary Issues and Challenges. Kaav International
Journal of Law, Finance & Industrial Relations, 6(1), 36-38.

Kumari, A., & Aggarwal, V. K. (2014). Corporate Governance Compliance: A Case Study of Infosys. Kaav
International Journal of Arts, Humanities & Social Science, 1(1), 181-188.

Kiranmai, J., & Mishra, R. K. (2019). Corporate Governance Practices in Listed State-owned Enterprises in
India: An Empirical Research. Indian Journal of Corporate Governance, 12(1), 94-121.
https://doi.org/10.1177/0974686219849760

Nalina, K. B., & M, R. H. (2021). A Study on Under-Pricing of Initial Public Offering ( IPO ) in Indian Capital
Market. International Journal for Innovative Research in Science & Technology, 9(11), 297-304.

Nugroho, M. (2021). Corporate governance and firm performance. Accounting, 7(1), 13-22.
https://doi.org/10.5267/j.ac.2020.10.019

O’Sullivan, M. (2003). The political economy of comparative corporate governance. Review of International
Political Economy, 10(1), 23—72. https://doi.org/10.1080/0969229032000048899

Pillania, R. K. (2012). Corporate governance in India: Study of the top 100 firms. Journal of Applied Economic
Sciences, 7(1), 87-92.

Roy, A. (2016). Corporate Governance and Firm Performance: A Study of Indian Listed Firms. Metamorphosis:
A Journal of Management Research, 15(1), 31-46. https://doi.org/10.1177/0972622516629032

Singh, R., & Bansal, R. (2020). Corporate Governance in Indian Banking Sector: An Analysis. Journal of Xi’an
University of Architecture & Technology, 12(2), 476—493.

Sharma, S., & Gupta, V. (2019). Corporate Governance in Indian Banking Sector. National Journal of Arts,
Commerce & Scientific Research Review, 6(1), 114-119. https://www.kaavpublications.org/abstracts/corporate-
governance-in-indian-banking-sector.

Sweta Agarwal. (2020). Corporate Governance and Listing Returns of Indian IPOs : An Empirical Investigation.
India Quarterly: A Journal of International Affairs, 8(2), 22-27.

Verma, S. (2019). Corporate Governance in the Banking and Financial Organisations. Kaav International Journal
of Economics, Commerce & Business Management, 6(1), 21-24.

Vashisht, R. (2021). Influence of Corporate Governance on Organizational Performance in Indian Banks- An
Empirical Study. Kaav International Journal of Economics, Commerce & Business Management, 8(1), 40-45.
https://doi.org/10.52458/23484969.2021.v8.iss1.kp.a9

453



