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ABSTRACT

Theescalatingimportanceofmergersandacquisitions(M&A)hascoincidedwithconcernsabout
corporategovernanceissues.Thisarticleinvestigateshowcorporategovernancemechanismsalong
withfirm-specificcontrolvariablesimpactperformanceduringM&Adealsoccurringbetween2000-
2012inacquiringIndiantelecomcompanies.Inthisresearch,firmperformancehasbeenmeasured
viaaccountingbased,marketbasedandqualitativeperformancedimensions,representedbyReturn
on Capital Employed (ROCE), Tobin’s Q and Human Capital Return on Investment (HCROI)
respectively.Paneldataregressiontechniqueswasemployedfortheanalysis.Thelearningfromthis
studyrevealsthatboardsizeandfirmsizehavesignificantpositiverelationshipswithROCEand
HCROI.Chairperson-CEOdualityalsohaspositivesignificantassociationwithROCE.Shareholding
percentageofinstitutionalinvestorswasfoundtohaveasignificantnegativerelationshipwithHCROI.
Boardindependence,firmsizeandmarketsharesignificantlyaffectTobin’sQ.
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INTRoDUCTIoN

Corporategovernancebroadlyreferstoasetofexercisesthatisdesignedtogovernthebehavior
ofcorporateenterprises.Itaimstopromotehealthiercorporatepracticesandcheckthefelonious
firms.Boardofdirectorsofafirmhavethefiduciarydutytoplayanimportantroleinallvitalfirm
decisions.Boardcharacteristicsthataffecttheeffectivenessofthedirectorscanpotentiallyinfluence
firmperformance.

Keepinginviewtheemergingimportanceofcorporategovernancemechanismsindetermining
firmperformance,severalcorporategovernanceguidelineshavebeenframedworldwidesincethe
1990s.Someof thenoteworthy reports areCadburyCommitteeReport (1992),MarketSpecific
Principles-JapanandGermany(1997),CorePrinciplesandGuidelines-USA(April1998),Hampel
ReportonCorporateGovernance-UK(January1998),TheSarbanes-OxleyAct–USA(August
2002)andTheHiggsReport-UK(January2003).

ThefirstformalandexhaustiveendeavourtoevolveacodeofcorporategovernanceforIndian
companieswasundertakenbySecuritiesandExchangeBoardofIndia(SEBI).ThereaftertheMinistry
ofCorporateAffairsrecommendedchangesindiverseareasofcorporateauditandgovernanceand
highlighted the roleof independentdirectors.SEBIalsomade recommendationswith respect to
financialandnon-financialdisclosures,independentauditingandboardoversightofmanagement.
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Clause49oftheListingAgreementissuedbySEBImakesitmandatoryforthelistedfirmstodisclose
their ownershipdata of promoters andnon-promoters separately.The improvement in corporate
governancestandardsinIndiaduringtherecentyearsasaresultofnumerousinitiativesundertaken
bythegovernment,hasbeendisclosedintheWorldBank’sDoingBusinessReport.Overthepast
decade,Indiasignificantlybettereditsrankamongstothernations,withrespecttoprotectionofinvestor
andminorityrights.Accordingtothereport,Indiarankedseventhamongalleconomiessurveyedin
2015andisaheadofseveraldevelopedeconomies.Stringentauditandreportingstandardsasrequired
bytheamendedCompaniesAct,2013haveincreaseddisclosuresinIndia.Moreover, themarket
regulatorSEBI’s tighteningof the rules relating toprotectionofminorityshareholders’ interests
alongwithanescalationofinvestoractivismhaveresultedinanimprovedcorporategovernance
environmentinIndia.Itisthusneedlesstosaythatthisconstantlyevolvinggovernanceframework
inadevelopingnationlikeIndiadrawsacademicattentiontowardsexaminingtheroleofcorporate
governancemechanisminIndiancorporationsanditsimplicationsthereof.

Theotherfocusareaofthispaperaremergersandacquisitions(M&As)whichhaveincreasingly
becomeaneffectivetoolforcorporaterestructuring.M&Adecisionsarecriticaltothesuccessof
corporationsas theyare instrumental inachievinggreaterefficiencybyexploitingsynergiesand
growthopportunities.Theseeventsarenoteworthynotonlybecauseofthehighlevelsoffinancial
investmentinvolvedbutalsomaybeduetotheirfailurerates.Nomorethan50%ofM&Asattainthe
levelofsuccessinitiallypredicted(Cartwright&Cooper,1996).Theauthorsfeelthatitisimportant
toexamineifcorporategovernancemechanismwhichentailsaneffectiveandsuitableboardstructure
along with the role of institutional investors can enhance corporate performance and maximise
shareholdervalueconsequenttomergers.

ThereasonforfocusingspeciallyonmergersintheIndiantelecomsectorrequiresdeliberation.
FirstlyitneedstobepointedoutthatIndiaisonagrowthtrajectoryresultinginarapidlyemergingand
diversifiedbusinessenvironment.In2017,AmericanForeignPolicyMagazinehasrankedIndiasixth
amongsteightgreatpowersintheworld.AccordingtoTheWorldBank,Indianeconomyisexpected
togrowat7.9%in2017-18.ThegerminationofthisgrowthcanbetracedbacktotheLiberalisation,
Privatisation,Globalisation(LPG)modelembarkeduponbytheIndiangovernmentin1991.Thishas
ledtoaradicaltransformationinthebusinessscenarioofthenation,enablingtheIndianfirmstogrow
extensivelyaswellasdrawntheattentionofthemultinationalcorporationsinIndiaasaninvestment
avenue.TheUnitedNationsConferenceonTradeandDevelopment(UNCTAD)WorldInvestment
Report2016announcedthatIndiahassecuredthesixthpositionasthemostpreferredinvestment
destinationnations,attractinglargestFDIinflowsacrosstheworldin2015.Infact,theIndianservice
sector received thehighestFDI (US$7553million) among theother sectors in2016-2017with
telecommunicationaccountingforUS$5539million.Itisalsonoteworthythatthefiscalyear2016-
2017hasstruckarecordnumberofM&Adealsworth$61.26billioninIndia.Thesignificantrise
wasowingtointensebuyinginterestofforeignbuyersandconsolidationproceedingsacrossdifferent
sectorsincludingtelecom.ExpertsareoftheopinionthattheM&Aactivitiesin2017isexpectedto
growduetounrelentingattentionoffinancialandstrategicinvestorsintheIndianeconomy.

ThemotivebehindconsideringtheIndiantelecomsectorasthedomainofstudyinthispaper,can
beattributedtoitsphenomenalgrowth,makingIndiatheworld’ssecond-largesttelecommunications
marketduring2016-2017.Itisalsopredictedtogrowat10.3%annuallytoreachUS$103.9billion
by2020.Moreover,theInternationalDataCorporation(IDC)predictsIndiatoovertakeUSasthe
second-largestsmartphonemarketgloballyby2017.ThebusinessmilieuintheIndiantelecomsector
hasshownfundamentalexpansionduetothereformsimplementedbyTelecomRegulatoryAuthority
ofIndia(TRAI)andDepartmentofTelecommunications(DoT)post1991.Thisstudyhaschosento
examineM&AsinthissectorbecausemanyIndiantelecomcompanieshaveoptedfortheinorganic
growthstrategyofM&Astoenhancetheirperformance.Thetelecomsectorhaswitnessedsomeof
thebiggestM&AdealsinIndianamelyVodafone–HutchisonEssarmergerin2007,IdeaCellular
mergerwithSpiceCommunicationsin2008andRelianceIndustries–Infotelmergerin2010.Some



 

 

 

9 more pages are available in the full version of this

document, which may be purchased using the "Add to Cart"

button on the product's webpage:

www.igi-global.com/article/ma-deals-and-corporate-

governance-framework/201124?camid=4v1

This title is available in InfoSci-Digital Marketing, E-Business,

and E-Services eJournal Collection, InfoSci-Journals,

InfoSci-Journal Disciplines Business, Administration, and

Management, InfoSci-Select. Recommend this product to

your librarian:

 www.igi-global.com/e-resources/library-

recommendation/?id=162

Related Content

Fostering the Learning Capacity of Small-Scale Ethnic Chinese Business

Organizations: An Exploratory Study
Thomas Menkhoff and Chay Yue Wah (2014). International Journal of Asian

Business and Information Management (pp. 41-58).

www.igi-global.com/article/fostering-the-learning-capacity-of-small-scale-
ethnic-chinese-business-organizations/114697?camid=4v1a

Missing Gender Concerns in Development-Induced Displacement and

Resettlement: The Case of India
Sheetal Agarwal (2015). Handbook of Research on In-Country Determinants and

Implications of Foreign Land Acquisitions (pp. 112-129).

www.igi-global.com/chapter/missing-gender-concerns-in-development-
induced-displacement-and-resettlement/120373?camid=4v1a

Relationship between Company's Intellectual Capital and Performance: A

Study of Indian IT Industry
Karam Pal Narwal and Sushila Soriya (2015). Asian Business and Management

Practices: Trends and Global Considerations  (pp. 190-209).

www.igi-global.com/chapter/relationship-between-companys-intellectual-
capital-and-performance/116585?camid=4v1a

http://www.igi-global.com/article/ma-deals-and-corporate-governance-framework/201124?camid=4v1
http://www.igi-global.com/article/ma-deals-and-corporate-governance-framework/201124?camid=4v1
http://www.igi-global.com/e-resources/library-recommendation/?id=162
http://www.igi-global.com/e-resources/library-recommendation/?id=162
http://www.igi-global.com/article/fostering-the-learning-capacity-of-small-scale-ethnic-chinese-business-organizations/114697?camid=4v1a
http://www.igi-global.com/article/fostering-the-learning-capacity-of-small-scale-ethnic-chinese-business-organizations/114697?camid=4v1a
http://www.igi-global.com/chapter/missing-gender-concerns-in-development-induced-displacement-and-resettlement/120373?camid=4v1a
http://www.igi-global.com/chapter/missing-gender-concerns-in-development-induced-displacement-and-resettlement/120373?camid=4v1a
http://www.igi-global.com/chapter/relationship-between-companys-intellectual-capital-and-performance/116585?camid=4v1a
http://www.igi-global.com/chapter/relationship-between-companys-intellectual-capital-and-performance/116585?camid=4v1a


Effect of Globalization on Multicultural Consumer Behavior
Lalita A. Manrai, Ajay K. Manrai and Tarek T. Mady (2016). International Business:

Concepts, Methodologies, Tools, and Applications  (pp. 2041-2058).

www.igi-global.com/chapter/effect-of-globalization-on-multicultural-
consumer-behavior/147945?camid=4v1a

http://www.igi-global.com/chapter/effect-of-globalization-on-multicultural-consumer-behavior/147945?camid=4v1a
http://www.igi-global.com/chapter/effect-of-globalization-on-multicultural-consumer-behavior/147945?camid=4v1a

